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Abstract  

Introduction: Producing on a global scale is attractive for multinational corporations (MNCs) 

due to production cost savings and the proximity as well as simplified access to new high growth 

markets. In order to be successful in foreign markets it is vital for MNCs to understand the local 

market conditions. In particular stakeholders, also referred to institutions, and their diverse 

demands are likely to vary among differently industrialized country markets. Additionally, 

sustainability has emerged as an inevitable topic for businesses and countries alike.  

Purpose: Therefore, the purpose of this thesis is to describe and analyze different institutions 

and their demands in differently industrialized countries. Moreover, the aim is to describe and 

analyze capabilities that manufacturing companies can use to respond to these institutional 

demands in order to achieve a more sustainable production.  

Methodology: The research method employed is a single embedded case study consisting of one 

Scandinavian multinational machinery and construction equipment manufacturer with three 

production units located in Sweden, Bulgaria and China. Semi-structured interviews with 

managers, a supplementary questionnaire and a literature review on institutional and capability 

theory serve as sources for primary and secondary data collection.   

Findings: There are differences between institutional demands among differently industrialized 

countries. The research found that manufacturing units in developed and ECMs can respo nd to 

these institutional demands through different capabilities. Next to institutional demands there are 

certain institutional influences that are beyond the control of the MNC and can only be absorbed. 

By having a diverse set of economic-, natural- and social capabilities which are difficult to copy 

and that are corresponding to various institutional efficiency and legitimacy demands as well as 

influences manufacturing companies can create a more sustainable business.                           

Research and practical implications: Future qualitative research could seek to explore whether 

the results of this study are congruent for companies operating in other industr ies and other 

countries. Next, future research could seek to explore whether there are more evident natural and 

social based capabilities existing in the field.  

Within praxis, it is critical for managers to be aware that each country has its distinctive context 

and that it is necessary to locally adapt in order to satisfy the prevailing market conditions. 

Besides it is essential not only to satisfy the customer demands but also to identify and respond 

to other institutional demands to create a more sustainable production. 

Keywords: Capabilities, institutions, efficiency and legitimacy demands as well as influences, 

differently industrialized country markets, sustainability, economic-, social- and natural value, 

imitability, manufacturing, MNC, global sustainable production 
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1 Introduction 

The introductory chapter describes the concept of manufacturing and states why firms produce 

globally. In this respect the importance of different market contexts as well as varying demands 

of stakeholders especially in emerging country markets (ECM´s) is introduced. In the following, 

the research problem is discussed by motivating the relevance of the research phenomenon and 

identifying the gap within the literature. Next, the research questions and the purpose of this 

thesis are given. Finally, the thesis outline gives an overview of the structure of this paper.  

1.1 Global manufacturing  

As stated in a recent research study (McKinsey Global Institute, 2012) manufacturing is critically 

important for both emerging and developed countries. Manufacturing or production denotes any 

industry that creates and assembles products from raw materials and components by the use of 

manual labor or machinery usually carried out systematically with a division of labor 

(Encyclopedia Britannica, n.D.). Within ECMs manufacturing paves the way from an 

agricultural subsistence towards raising incomes and living standards. On the contrary, within 

developed countries it is an essential source for innovation and competiveness stimulating 

research and development (R&D), exports and productivity growth.  As countries develop and 

become more industrialized manufacturing employment and output both increase dynamically. 

This facilitates a significant rise in overall GDP of a country resulting in higher wages and an 

evolving service sector. On the contrary when manufacturing reaches a share of 20 to 35 percent 

of GDP, manufacturing employment and output fall at the same rate as they once developed. In 

other words, the wealthier a country, the more expensive it gets to produce and the more 

important the service sector becomes in terms of employment and growth (McKinsey Global 

Institute, 2012). As a result production companies are looking into new markets to move their 

production facilities.  

1.2 Trends and opportunities for global manufacturing 

According to Abele et al (2008) major factors that make global manufacturing attractive for 

Western multinational corporations (MNCs) are production cost savings and the proximity as 

well as simplified access to new high growth markets. More specifically lower production costs 

can be reached by taking advantage of cheaper labor and low cost sourcing of local supplies. 

Additionally, transaction cost savings can be realized through lower transportation costs due to 
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local suppliers and customers, less communication costs because of modern information 

technology and avoidance of currency risks due to dealing in local currencies. Furthermore, there 

is enormous economic growth within ECMs especially in China. For instance, the Chinese 

machine tool market “contributes 20 percent of the world demand, making it the biggest single 

market for machine tools.” (Abele et al, 2008, pg. 32). Being closely situated to high growth 

markets in order to quickly respond to shifting customer needs and to reduce lead times are key 

motivational factors for the globalization of production. Lastly, markets are increasingly 

liberalized and trade barriers are reduced by countries such as Bulgaria joining the European 

Union (EU) in 2007 (European Union, n.D.) and China becoming member of the World Trade 

Organization (WTO) in 2001 (World Trade Organization, 2013).  

1.3 Different market conditions 

The above mentioned trends provide a vast amount of opportunities for manufacturing firms 

shifting their production activities to ECMs. Nevertheless, in order to be successful it is 

important for MNCs to understand the local market conditions. Particular stakeholders, also 

referred to institutions, and their varying demands are likely to be different in ECMs compared to 

home market demands. According to Jansson (2007a), fast changes and weak institutions 

influenced for instance by corruption or arbitrary rule of law create turbulence and uncertainty 

within the ECM´s business environment in comparison to Western business environments. 

Moreover, ECM´s are characterized by embedded and personal relationships between companies 

and the society as whole. Also customers are still more price than quality focused. As a 

consequence, products need to be adapted containing less features and cheaper materials. 

Besides, sustainability has emerged as an inescapable priority for business leaders in every 

country due to elevated pressures from various stakeholders (Porter & Kramer, 2006). In 

particular, “emerging markets´ commitment to sustainability is increasing at a faster pace than 

in developed countries” due to extensive environmental degradation, such as pollution and lack 

of clean water (Haanaes et al 2012, pg. 8).  

1.4 Problem discussion 

Consequently, firms operating in differently industrialized countries are subject to different 

market conditions including institutions with varying demands. Wan (2005, pg. 179) states that 

there is “no one-size-fits-all strategy for managers in strategy formulation” and it is essential to 
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first identify and analyze the factors as well as institutional characteristics of the country 

resource environment. Therefore, the challenge for MNCs is to identify and analyze critical 

institutions and their demands.  

Besides having knowledge about their external environment, MNCs need to have a thorough 

understanding of their internal environment, which consists of resources and capabilities. 

Capabilities are often hidden or overlooked by managers and researchers (Wu et al, 2010) as they 

“constitute individual skills, tacit forms of knowledge and social relations that are embedded in 

a firm´s routines, managerial processes, forms of communication and culture” (Pandza et al, 

2003, pg. 1011). Consequently, MNCs face the difficulty to identify and analyze their distinctive 

capabilities.  

Additionally, firms need to be able to match their internal environment to the external 

environment (Jansson, 2007b). As a result the challenge is to determine how capable the MNC is 

in responding to critical institutional demands.  

1.4.1 Prior research on capabilities and institutions 

As discussed earlier, firms need to develop a thorough understanding of the external 

environments they operate in, because there are different institutions as well as demands 

affecting a MNC in developed and ECMs. Wan (2005) argues that within strategy research 

environmental differences among countries are often neglected. Especially, “the unique contexts 

of the emerging economies have not been considered adequately in extant research” (Wan, 

2005, pg. 161). Hence, there is a need to study how the unique contexts for manufacturing 

companies are shaped in ECMs compared to developed country markets. 

Besides differences in external market environments there is a likelihood that capabilities also 

vary among companies located in differently industrialized countries. As Schoenherr et al (2012, 

pg. 39) claim “research examining competitive capabilities in emerging and developing 

countries is long overdue.” Additionally, Wu et al (2010) carried out research focused on 

operational capabilities which are vital for a company´s long term success but difficult to reveal. 

Thus, identifying these often overlooked operational capabilities poses a relevant researc h 

subject, especially because Wu et al (2010) further claim that empirical research on operational 

capabilities is still scarce.  
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Finally, a business can only be sustainable when it creates economic-, social- and natural values 

(Jansson, 2007b). Capability research such as carried out by Schoenherr et al (2012) and Wu et al 

(2010) mainly focuses on capabilities that generate an economic value. Besides, there has been 

little research that focuses on capabilities that also create a social- or natural value for firms and 

its stakeholders. In addition, to the researchers knowledge there has not been any research yet 

that combines economic-, social- and natural capabilities of companies in the context of 

differently industrialized countries.  

1.5 Research questions 

Concluding from the introduction and problem discussion it is essential for companies operating 

in emerging and developed countries to understand the significance of institutions and their 

demands as well as how to respond to these demands in order to achieve a more sustainable 

production. Therefore the overall research question is as follows: 

How can manufacturing companies respond to various institutional demands in differently 

industrialized countries to contribute to global sustainable production? 

To answer the overall research question the topic is split up into two sub research questions. The 

first sub research question seeks to identify the most critical institutions and their demands in 

emerging and developed country markets. The second sub research question reveals and analyzes 

the distinctive capabilities of manufacturing units operating in these markets.  

1. What are demands of institutions in developed and emerging countries that impact on a 

manufacturing unit? 

2. What are distinctive capabilities of different manufacturing units located in developed 

and emerging countries?  

1.6 Research purpose 

Subsequently, the purpose of this thesis is to describe and analyze different institutions and their 

demands in differently industrialized countries. Moreover, the aim is to describe and analyze the 

capabilities that manufacturing companies use to respond to these institutional demands in order 

to create sustainable production.  
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1.7 Thesis outline  

 

 

Image 1 Thesis outline 

• The first chapter deals with an introduction to the topic, 
research problem and purpose as well thesis outline.  

Chapter 1  
Introduction  

• The methodology chapter accounts for the evolution of 
knowledege, the scientific research approach, the 
research strategy, the research process as well as reflects 
upon the quality of the research.  

Chapter 2  
Methodology 

• The literature review chapter discusses the chosen 
scientifc articles and develops a theoretical framework 
which is applied to analyze the empirical data.   

Chapter 3  

Literature review 

• The empirical findings chapter presents the collected 
primary and secondary data in the form of a single 
embedded case study. Findings a presented per 
manufacturing unit.  

Chapter 4    

Empirical 
findings 

• The analysis chapter evaluates the empirical data with the 
help of the theory discussed in chapter 3. 

Chapter 5  
Analysis  

• The concluding chapter presents the results to each sub 
research question answering the overall problem 
statement. Besides, it reflects upon the limitations and 
provides managerial implications as well as suggestions 
for future research.   

Chapter 6  
Conclusion 
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2 Methodology 

This chapter deals with the most important concepts in the philosophy of social science: ontology 

and epistemology. At first the philosophical concepts of ontology and epistemology are 

described and the underlying ontological and epistemological assumptions of this research are 

presented. Subsequently, the scientific research approach accounts for the deductive, inductive, 

abductive as well as systematic combining approach and the chosen approach applied. The third 

part of this chapter deals with the research strategy, in particular the research method and design. 

The following research process outlines the primary and secondary data collection and describes 

how data is analyzed. Finally, the last section is concerned with the quality of this research. 

2.1 The evolution of knowledge 

Many authors of business research textbooks (Bryman & Bell, 2011; Eriksson & Kovalainen, 

2008) claim that before starting any type of research project, researchers should consider and 

take a clear stance in the philosophical pillars of their research. For instance, Eriksson and 

Kovalainen (2008) argue that knowledge about the basic philosophical issues in research 

stimulates better business research. Philosophy in research is mostly concerned with ontology 

and epistemology. Put simply, ontology is the study of reality, whereas epistemology is the study 

of knowledge. 

2.1.1 Ontology 

The question in ontology is “What is there in the world?” and deals with the existence and 

relationship between the different actors of human beings, society and the world (Eriksson & 

Kovalainen, 2008, pg. 14). There are two opposing views in ontology ranging from a subjective 

to an objective view, referring to the different conceptions of reality (Eriksson & Kovalainen, 

2008). If research takes a subjective stance it accepts that reality is based on perceptions and 

experiences, but these can differ among people, context and change as time passes. This can be 

illustrated along the simple example that we only believe that, for instance, white is white, 

because this is the image which has been constructed in our mind. Hence, subjectivistic ontology 

is concerned with people’s individual understandings as well as interpretations. The ontological 

assumption of various qualitative approaches is based on a reality which is understood as 

subjective. 
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Researchers with subjectivist ontology believe in constructionism, in which the world is socially 

constructed. Constructionism refers to the social nature of reality which emphasis that reality is 

produced by social actors through social interaction (Eriksson & Kovalainen, 2008) and is 

exposed to constant change and revision (Bryman & Bell, 2011). Constructionists claim that 

reality is what is shaped by individuals´ and reality does not exist outside the knower (Eriksson 

& Kovalainen, 2008). 

Contrary, in quantitative research, reality is seen as being objective with a distinct and separate 

nature, hence with “an independent existence outside the knower” (Eriksson & Kovalainen, 

2008, pg. 13). This means that in objective ontology white is definitely white. 

Within this thesis the researchers ontology, so the philosophical assumption about the nature of 

reality, takes a constructivist stance because this study is concerned with different capabilities, 

which are shaped by social actors such as managers and other employees. The researchers 

acknowledge that there are different realities based on different social actors involved in a firm 

as well as due to their interaction. Therefore, it is vital to understand the different realities and 

meanings of different actors as thoroughly as possible, which is realized by carrying out 

qualitative research with a case study method. A further argument for the constructivist view of 

this research is the close cooperation between the researcher and respondent.  

2.1.2 Epistemology 

The second philosophical term relevant to research is epistemology, which seeks to explore 

“What is knowledge, how it is attained and what are its limits?” (Eriksson & Kovalainen, 2008; 

pg. 14). The key underlying question here is “Can the same study approach as in natural science 

be applied for social science, including business and management studies?” (Saunders et al, 

2009, pg. 10). 

Many different philosophical positions exist, but to account for all of them lies not within the 

scope of this thesis. According to Eriksson and Kovalainen (2008) most relevant for qualitative 

business research are positivism and its different forms, critical realism, interpretivism, 

constructionism, postmodernism and post structuralism. 

Positivism is built on the postulation that knowledge can only be developed from experience and 

that the same methods as in natural science should be applied to study social reality (Bryman & 
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Bell, 2011). The essence of positivism is that observation has a higher epistemological value than 

existing theory. Eriksson and Kovalainen (2008) argue that positivism is more closely associated 

with quantitative research than qualitative research. Qualitative research can also take the notion 

of positivism when hypotheses and theory testing are the basis of research. Since this thesis is 

not about testing hypotheses or theories, but rather seeks to explore a phenomenon in a social 

context, the research is not underpinned by a positivistic view. This notion is further supported 

by Bryman and Bell (2011) claiming that there has been a drift away from viewing scientific 

practice in positivist terms. 

Critical realism seeks to understand the structures and mechanisms that underlie and produce 

phenomena and events to be able to recognize the “reality of the natural order and the events 

[…] of the social world” (Bryman & Bell, 2011, pg. 29). Hence, critical realism views 

knowledge as being socially constructed (Eriksson & Kovalainen, 2008). And referring to 

Bhaskar in Bryman and Bell (2011) the only way to identify these structures are the practical and 

theoretical efforts of social sciences and not the efforts applied in natural science. However, 

Eriksson and Kovalainen (2008, pg. 263) claim that critical research seeks to apply “alternative 

or new ways of doing research” compared to what they call “mainstream management and 

business research” which obviates this epistemological assumption from being applicable for 

this thesis as standard research methods are used.  

Postmodernism refuses the positivist view with its generalizations made in natural science, hence 

it also refuses the objectivist view of reality (Eriksson & Kovalainen, 2008). Post structuralism is 

even more dismissive of positivism. However, both epistemological assumptions are discarded 

as a basis of this research, because they question the researcher’s capacity to ever know anything 

(Bryman & Bell, 2011). The researchers of this thesis argue that with a thorough analysis of the 

different realities shaped by different social actors and their interaction as well as comprehension 

of language and shared meanings, researchers can actually become knowledgeable. 

Interpretivism and constructionism are concerned with how people “interpret and understand 

social events and settings” (Eriksson & Kovalainen, 2008, pg. number). Hence, language and 

shared meanings play an important role, because they are the bridge or access to the individually 

constructed reality, so not only empirical data are studied but also how these are collected by 

means of language. Especially for qualitative research constructivist views on knowledge are 
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applicable, because constructivists claim that interaction and understanding are indispensable to 

research and recognize the close interaction between researcher and research field (Eriksson & 

Kovalainen, 2008). 

The researchers´ above mentioned ontological assumption of constructivism has implications for 

the researcher’s epistemology, meaning the researchers assumptions of the most applicable way 

of inquiring into the nature of the world and establishing the truth.  

To describe the notion of how manufacturing companies can respond to institutional demands in 

differently industrialized countries, the research team has a critical opinion to apply the 

positivistic view which is based on the natural science model. Because business and management 

are part of the complex and intertwined social world and social sciences, they cannot be 

statistically generalized and theorized as the natural sciences. The researchers think that the 

social context and complexity cannot be adequately analyzed with statistical generalizations, 

which is why the researchers’ epistemological assumption takes on the view of interpretivism. In 

addition, the manufacturing facilities are located in countries with different cultural backgrounds 

as well as institutional demands shaped by social actors making it important to analyze and 

comprehend the shared meanings to access and understand the individually constructed reality. 

Similar to epistemology, methodology deals with the central question of “How we come to know 

of the world?” (Eriksson & Kovalainen, 2008, pg. 15). The fundamental difference is that 

methodology refers to the more practical approach to the question of epistemology as it deals 

with the actual research process and design.  

2.2 Scientific research approach 

The following paragraph accounts for the scientific approaches applied throughout research. 

Special attention is given to the deductive and inductive approach as well as the application of 

abduction and systematic combining. 

In the deductive approach existing theory constitutes the starting point from which propositions 

or hypotheses are developed and tested (Dubois & Gadde, 2002). Thus in deduction knowledge 

is either confirmed or negated by means of hypotheses. As a result, new knowledge is not 

created, only existing theory is probed. Deduction is mostly associated with quantitative research 
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methods (Ghauri & Grønhaug, 2005) and an exclusively deductive approach is not suitable for 

most qualitative business research (Eriksson & Kovalainen, 2008).  

Contrary, in the inductive approach data forms the starting point and theory is systematically 

created from this data (Dubois & Gadde, 2002) by building hypothesis or concepts instead of 

testing existing theory (Merriam, 1998). The inductive approach is used when there is a lack of 

theory on a certain topic, or existing theory does not sufficiently explain a topic or phenomenon 

(Merriam, 1998).  

A more appropriate approach to discover new things is the abductive approach (Dubois & 

Gadde, 2002) which is according to Eriksson and Kovalainen (2008) a combined approach of 

deduction and induction. It refers to a process in which the researcher shifts from everyday 

descriptions and meanings given by people to concepts that form the basis of an explanation of 

the phenomenon under study (Eriksson & Kovalainen, 2008). According to Järvensivu and 

Törnroos (2010) this dialogue between the empirical world and the conceptual, theoretical world 

is the main strength of abduction. A major weakness is concerned with the researcher who might 

unintentionally steer data collection and analysis to known theory and concepts restraining the 

development of new theories. Furthermore, researchers are somewhat biased to the extent of 

using theoretical frameworks that fit and are in accordance with the empirical findings thereby 

descending other concepts.  

The abduction approach was further developed by Dubois and Gadde (2002). They adopted the 

concept of systematic combining, which refers to continuously going back and forth between 

theory and empirical observation. The starting point in systematic combining evolves 

simultaneously out of a theoretical framework, empirical fieldwork and the case analysis itself. 

Systematic combining depicted in image 2 is a convenient tool to develop or refine existing 

theories and is an adequate case study approach. As little is known about the link between 

different capabilities and institutional demands in the context of differently industrialized 

countries, systematic combining is an ideal approach as the theoretical framework, empirical data 

and case study evolve simultaneously. 
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To safeguard the transparency, the following paragraph outlines the developments of the 

research process and how it was redirected during the thesis project. In the beginning of the 

study emphasis was put on the different institutional actors involved and concerned with the case 

company’s sustainability. Thus, initially a stakeholder analysis to explore different demands of 

stakeholders in Sweden and China was planned. Furthermore, the aim was to provide a tool to 

determine what it takes the individual production unit to live up to the same sustainability 

standards in order to be able to make better corporate decisions on what, where  and when to 

produce. Therefore, the first literature study was focused on global production, sustainability and 

corporate strategy. As the case evolved, the purpose was redirected by the case company 

management. Their concern was that advanced sustainability standards from a developed country 

like Sweden would be overwhelming and imposed on China, representing an emerging country. 

Therefore, management decided to add the Bulgarian production unit and to shift the scope of the 

study to the units’ distinctive capabilities. Subsequently, the focus of the second literature study 

lies on manufacturing capabilities and factors that are likely to influence the development of 

capabilities. Furthermore, the notion of operational and sustainable policies was added and how 

these are influenced by different institutional factors.  

During empirical data collection in Sweden, Bulgaria and China the research team discovered 

that there is a great amount of different operational and sustainable policies which are impossible 

to study during the given time period. Additionally, it was found that the three manufacturing 

Image 2 Systematic combining (Source: Dubois & Gadde, 2002) 
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units are multiple-certified with the various ISO standards. This implies that they all work 

according to the same operational and sustainable policies and that these are also followed, 

otherwise all three units would lose their certification status. Hence, the focus on policies was 

discarded and shifted towards how manufacturing companies can respond to institutional 

demands in the context of differently industrialized countries in order to create a more 

sustainable production. 

2.3 Research strategy 

The research strategy accounts for the qualitative and quantitative research method. Especially, 

the case study as the chosen qualitative research method for this thesis is described. 

Subsequently, other research strategies are outlined and the case study is justified as the most 

suitable method. The second part of the research strategy is concerned with the research design. 

In particular, the research purpose of exploratory, descriptive or explanatory is delimited and 

different types of case studies are accounted for. Finally, a justification provides arguments why 

this thesis is based on a single embedded case study. 

2.3.1 Research method 

Qualitative research is a holistic concept of several research methods with the aim to understand, 

describe, discover (Merriam, 1998) and is of explorative nature as well as process-oriented 

(Ghauri & Grønhaug, 2005). Whereas quantitative research seeks to predict, describe, confirm, 

test hypothesis (Merriam, 1998) with a hypothetical-deductive approach and it is result-oriented 

(Ghauri & Grønhaug, 2005). According to Merriam (1998), the goal of qualitative research 

methods is to generate theory. Contrary verifying existing theory is the aim of quantitative 

research methods. Veal (2006) argues that the qualitative approach generates a great amount of 

detailed information about rather a few cases, while quantitative research generates a limited 

amount of information of a large number of cases. In addition, Ghauri and Grønhaug (2005) 

claim that when emphasis is set on understanding a phenomenon about which little is known, 

qualitative research is typical.  

A suitable qualitative approach to develop a deep understanding is to carry out a case study (Yin, 

2003). The scope is an analysis of a how and why question concerning a current phenomenon 

within a real- life context. Additionally, case studies are based on numerous sources of evidence, 

simply due to the fact that there is a complex set of interests to be analyzed. According to Yin 
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(2003) case studies have long not been accepted as a formal research method. They are supposed 

to provide little basis for scientific generalization and are very time intensive as well as 

accumulate an extensive amount of text. Despite all criticism, case studies have been 

increasingly applied within the social science field. Additionally, referring to Yin (2003) the 

above mentioned arguments do not hold due to the fact that case studies can be generalized, not 

statistically but analytically by applying a particular set of results to some broader theory. 

Likewise to a legal case, a court decision forms the basis for future judgment in similar cases.  

Yin (2003) claims that research dealing with a how or why question concerning a contemporary 

phenomenon of which the researcher has limited control, should be conducted with a case study 

method. Since this thesis seeks to explore how manufacturing companies can respond to the 

various institutional demands in differently industrialized countries, a case study is the preferred 

research method. A further reason is its unique strength of dealing with the full variety of sources 

of evidence such as documents, artifacts, interviews and observations. This is essential for this 

research as various interviews with different staff, in different countries as well as other printed 

and online documentation are needed to understand the full scope and complexity of the different 

institutions and capabilities.  

The potential weakness of case studies to only be a rich description of a particular situation can 

also be regarded as an opportunity. As one particular situation described in detail can be 

generalized analytically and applied to some broader theory (Yin, 2003). Also Dubois and Gadde 

(2002) argue that learning from a specific situation can be regarded as a strength rather than a 

weakness. In particular, the findings aim to be transferable to other comparable companies 

within the machinery and equipment manufacturing industry. 

Besides case studies Yin (2003) describes further research strategies such as experiments, 

surveys, archival analysis and history posing several disadvantages to this research. An 

experiment is disregarded because it is characterized by an extensive level of control due to its 

laboratory like environment. A survey is limited to explain complex causal connections because 

it gathers relatively simple information from a large sample of respondents (Veal, 2006). An 

archival analysis can be restrictive due to the age of the data.  
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2.4 Research design 

There are different research purposes: exploratory, descriptive or explanatory (Yin, 2003). If a 

research issue is poorly understood an exploratory research design is suitable because it offers 

flexibility and helps to understand the structure of a phenomenon better with the aim develop 

hypotheses or theories (Ghauri & Gronhaug, 2010). Contrary, existing theories build the 

foundation for descriptive case studies as well as guide data collection. Explanatory research, 

also known as causal research, is concerned with cause-and-effect problems in which the 

researcher seeks to find out if and to what extent causes result in effects (Ghauri & Gronhaug, 

2010). This research is of explorative nature as the purpose is to explore, based on existing 

capability literature and institutional theory, the notion of how manufacturing companies can 

respond to institutional demands in the context of differently industrialized countries to create 

sustainable production, which to our knowledge has not been studied yet. 

There are different designs to case study research including single case and multiple case designs 

in either a holistic or embedded approach (Yin, 2003). In general, multiple case designs are 

perceived to be more beneficial because of the possib ility of direct replication. As Yin (2003, pg. 

53) states, “if multiple cases under different circumstances come to the same findings an 

increase of external generalization”  and ultimately external validity can be achieved. On the 

other hand, a single case study design gives the researcher the opportunity to analyze a situation 

or phenomenon in more depth. Secondly, there are holistic and embedded case study designs. 

Holistic means that the global nature of for instance an organization is examined. Potentia l 

pitfalls arise if the case is too abstract lacking analysis of a specific phenomenon or if the case 

has shifted from the initial to a different research question. Embedded case study designs are 

suitable if the case involves not only around one unit but several subunits of analysis with the 

advantage of allowing a more extensive analysis.  

This thesis deals with an embedded single case because the case company represents a typical 

case of a Western MNC with production facilities in industrialized and ECMs. The company is 

exposed to circumstances and conditions to be common among MNC manufacturing firms in the 

machinery and construction equipment industry. Secondly, the case is embedded because three 

different subunits consisting of production facilities in Sweden, Bulgaria and China are studied. 

Moreover an embedded single case enables the researcher to develop a deep understanding of the 
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phenomenon under study. Ultimately, the students of this thesis were invited by the case 

company to carry out research on their three production facilities. Due to confidentially reasons 

the case company name is kept anonymous throughout the report. In this respect the direct 

quotations applied in the empirical findings and analysis found in chapter 4 and 5 are not linked 

to the names and positions of the interviewees.  

2.5 Research process 

The research process consists of data collection and analysis. Yin (2003) identifies six sources of 

evidence consisting of documentation, archival records, interviews, direct observation, 

participant observation and physical artifacts. In the following paragraphs, the most applicable 

sources of evidence namely interviews, direct observation and documentation are described and 

a distinction between primary and secondary data collection is made. Special emphasis is put on 

the probing technique when conducting interviews. 

2.5.1 Primary data collection 

As described in the following, the primary data collection consists of interviews, a 

supplementary questionnaire and direct observation.  

2.5.1.1 Interviews 

Ghauri and Grønhaug (2005) claim, that interviews are commonly used among researchers as a 

qualitative research method to collect data. There are different types of interviews such as 

structured or planned questionnaire-driven interviews, semi-structured interviews and 

unstructured interviews in which open-ended questions evolve during the conversation 

(Merriam, 1998). 

According to Merriam (1998) highly structured interviews pose a threat for qualitative research 

because the interviewer might not be able to access the interviewee’s perceptions of the 

particular topic under study. This is owing to the rather inflexible nature of this interview type 

where questions are predetermined. Therefore, highly structured interviews are more applicable 

for the collection of socio-demographic data such as age, gender, employment status (Merriam, 

1998). As this research is not concerned with plain data, but rather seeks to describe and analyze 

how different capabilities can respond to institutional demands across different country contexts, 

structured interviews are not convenient for this research.  
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Therefore, semi structured interviews with respondents in the MNC´s three production facilities 

are conducted as the primary source of empirical evidence. The characteristics of semi structured 

interviews are that the interviewer uses a prepared outline of themes and issues (Eriksson & 

Kovalainen, 2008) that are used to loosely guide the interview. This provides the interviewer 

with the necessary freedom and flexibility to change the order of themes and to be flexible in 

wording for each interview situation. Also due to its flexibility, semi structured interviews have a 

conversational and informal character which is an advantage as the interviewees might feel more 

at ease and are more willing to participate. Additionally, according to Merriam (1998) semi 

structured interviews allow for exploring and developing new ideas. In this regard especially the 

unstructured components in terms of open ended questions are convenient as it gives room to 

reveal and read between the lines. This is essential in to order to explore capabilities within the 

different production units. Especially during the first interviews conducted at the Swedish 

production unit, the unstructured components will predominate with the intention of fully 

exploring the topic. As already stated by Merriam (1998) this helps the researchers to formulate 

questions for the following interviews in the other production units of the MNC. But first and 

foremost semi structured interviews are used because capabilities are difficult to reveal (Wu et 

al, 2010). Therefore different questioning, adapted to each situation and hence semi-structured, 

needs to be applied in order to unfold the capabilities.  

However, the authors are also aware of the challenges that come with semi structured interviews 

such as the likelihood of missing out certain topics because of the flexible nature of semi 

structured interviews. Furthermore, there may be a discrepancy in what interviewees answer that 

they believe to do and actually are doing. This refers to what Argyris and Schön (1996) mean by 

the dissimilarity between theory in use and espoused theory. There is also a risk that responses 

are too broad or their connection to the actual topic is not given. A solution for the previously 

mentioned challenges is to apply the probing technique which is according to Merriam (1998) 

asking for more details, clarification and examples which helps to minimize the above mentioned 

challenges. 

To explore the capabilities of three manufacturing units located in developed and emerging 

countries as well as different institutional demands a number of employees, such as general 

managers (GM), production engineers to design & development (D&D) managers are 
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interviewed. A complete list of interview partners can be found in the appendix. Interviewing 

this diverse set of employees helps the researchers to fully explore the different capabilities and 

demands.  

2.5.1.2 Questionnaire 

Next to the interviews a questionnaire was designed and sent by mail to the interviewees. The 

questionnaire acts as a more structured complementation to the open ended interview questions. 

The purpose of the questionnaire is to support the interview findings and to find out more about 

the three units different capabilities and institutional demands. The questionnaire consists of 35 

efficiency and legitimacy based capabilities and 12 institutions originating from the foundation 

of this master thesis including the main scientific articles on capabilities (Wu et al, 2010, Lee & 

Klassen, 2008, Husted & Allen, 2007 and Sharma & Vredenburg, 1998), and Jansson´s (2007b) 

basic institutions model. The complete questionnaire can be found in the appendix. From the 35 

capabilities the respondents were asked to select ten capabilities that they think their production 

unit is performing very well in comparison to their competitors. In the following the respondent 

ranked the chosen ten capabilities according to the capabilities strategic importance on a scale 

from one (not important) to ten (critically important). The same procedure applies to ranking the 

capabilities on a scale from one to ten according to their relative strength compared to their 

competitors within the machinery and construction tool industry. In the following step the 

respondents select the economic, natural, social or no value created by the chosen ten 

capabilities. A selection of multiple values is possible. Lastly, an example for each of the chosen 

values has to be given. The second part of the questionnaire consists of twelve institutions. Each 

of the twelve institutions has to be ranked on the basis of their influence on the units business 

according to a scale ranging from one (no influence) to seven (high influence). For each 

institution ranked higher than five an example should be provided. The scores for each institution 

were added and divided by the number of respondents in order to determine the three highest 

averages equaling the most significant institutions. Subsequently, the empirical findings chapter 

provides an overview of all capabilities selected by at least four respondents and those three 

institutions with the highest average score. In the analysis chapter the capabilities are critically 

discussed to see whether they are actually present at the manufacturing units. This discussion is 

supplemented with examples from the interviews.  
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2.5.1.3 Direct observation 

In order to increase the quality of the case study research, direct observations serve as additional 

sources of primary evidence. It involves field visits and a range of formal to informal data 

collection activities consisting of observation of workplace conditions (Yin, 2003). As this 

research seeks to explore the notion of how manufacturing units, located in differently 

industrialized countries can respond to various institutional demands, the investigators need to 

see with their own eyes which capabilities are present. This will be done in form of informal 

observations, for instance by inspecting the different manufacturing units according to their 

teamwork, safety and working conditions. To increase reliability of the data, multiple observers 

consisting of the two master students and their thesis supervisor are carrying out the observation. 

Before initiating the primary data collection in form of interviews, the researchers have to be 

aware of the five skills Yin (2003) mentions to be a good case study investigator. Therefore, the 

interview process is designed along the skills of being a good listener without having prejudices, 

asking good questions, being an adaptive, flexible and open-minded researcher, being 

knowledgeable about the topic under study and finally to be unbiased. This calls for a thorough 

preparation of the interviews in which the first and foremost step is to develop a profound 

understanding of the topic which is obtained by reviewing relevant articles and textbooks on the 

topic of manufacturing, capabilities, institutions and sustainability as well as discussions with the 

thesis supervisor. Being well versed with and having a profound k nowledge based on the 

theories, is further the foundation for asking thorough questions. To formulate meaningful 

questions, they are designed along how and why questions in semi structured interviews and of 

an open-ended nature. Further, technical language is avoided and the probing technique is 

applied. During the interviews, the interviewers will ensure to be active listeners by not 

interrupting the respondents and showing interest. Finally, the researchers strive to be objective 

and flexible by welcoming new notions during the interviews. 

2.5.2 Secondary data collection 

A further considerable source of evidence is provided by secondary data. In the initial phase of 

this thesis a journal scan of approximately 30 internationally known and recognized scientific 

journals was carried out. The journals were chosen from the Cranfield University list of journal 

recommendations for academic publication (Cranfield University, 2009) according to their 
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quality scale. Only world leading and internationally excellent journals are considered in the 

journal scan. All relevant articles with the key words global sustainable production, 

manufacturing and corporate strategy which were published during the last five years were 

selected. In total 40 articles qualified as relevant as they contained one or more of the above 

mentioned key words. By studying the abstracts, the relevance of the articles was determined 

which was supported by the researcher thesis supervisor. As a result eight articles were selected 

and the first round of the literature study was concluded with a literature review and a 

justification of the thesis topic and purpose. Additionally, the literature review was underpinned 

by textbooks and consultancy reports regarding manufacturing. Overall, the researchers gained a 

profound insight in contemporary trends within global production, manufacturing, sustainability 

and corporate strategy.  

Due to the questions arising subsequently to the first literature study and the shift of the case 

study`s scope a second round of literature review was executed. Thus, the focus shifted and the 

above mentioned journals were scanned for keywords such as the economic, social and natural 

capabilities and institutional demands which resulted in the subsequently presented literature 

foundation for this thesis. Hence, in total 15 articles supported by textbooks and consultancy 

reports build the theoretical foundation of this thesis.  

To guarantee the quality of the research further sources of evidence are consulted. According to 

Yin (2003) there are six sources of evidence, of which two, namely interviews and direct 

observation, have been described in the previous paragraph. Other sources are documentation, 

archival records, participant observation and physical artifacts. Yin (2003) claims that  

documentation is a relevant source of information to almost every case study topic. For this 

research, for instance company documentation such as annual reports and other corporate 

documents are consulted. The two main weaknesses of documentation are its possible bias and 

researchers have to be conscious that documentation is not always precise and correct. 

Nevertheless, the major strengths of documentation are that it can be used to corroborate 

information from other sources to explore, for instance, previously unknown sources of 

information, staff, company initiatives etcetera. The authors claim that archival records, physical 

artifacts and participant observation have no relevance for this research as they do not reflect the 

company's capabilities nor do they provide an insight into current institutional demands.  
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2.5.3 Data analysis 

The major difficulty within data analysis is how to fully grasp and handle the overwhelming 

mass of collected data (Ghauri & Grønhaug, 2010). Additionally, Yin (2003) mentions the need 

to contemplate to the entire set of collected data, express the data free of any interpretation and to 

be open to discover alternative explanations within the data analysis process. In order to 

overcome these challenges it is important to have a general strategy for data analysis which 

involves prioritizing and motivating the evidence to be analyzed.  

Referring to Yin (2003) there are three general analytic strategies based on theoretical 

propositions, rival explanations and case study descriptions. The first strategy takes the initial 

research propositions to focus attention on certain data and to ignore other data. The rival 

explanation strategy is closely related to the first strategy and deals with the fact that the 

observed outcomes of a case are the result of alternative influences other than the expected initial 

propositions. The case study description is chosen to be the most suitable for this thesis as it 

serves as a framework which gives structure, reduces complexity and helps to identify the c ausal 

relations within a case. Hence, the case can be structured according to economic-, social- and 

natural capabilities as well as the institutional demands and factors for each of the three 

manufacturing units. 

Following the three general analytic strategies Yin (2003) describes five techniques for high 

quality case study analysis consisting of pattern matching, explanation building, time-series 

analysis, logic models and cross-case synthesis.  

Pattern matching is concerned with comparing patterns based on empirical data with pre-

developed propositions based on existing theory (Eriksson & Kovalainen, 2010). The pattern 

matching procedure does not deal with a precise comparison between empirical and predicted 

propositions based on quantitative or statistical criteria (Yin 2003). Thus, the challenge is to 

predetermine precise measures consisting of gross matches, so congruence or dissimilarities. If 

adequately carried out, an advantage of pattern matching is that it helps to strengthen a case 

study's internal validity. 

Secondly, explanation building, expressed in a narrative form, incorporates the step by step 

repetition of searching for causal relations in the empirical data (Eriksson & Kovalainen, 2010). 
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A potential risk with this way of analyzing data is that the original purpose of the study may shift 

as multiple iterations are carried out (Yin 2003), which is why explanation building is not 

regarded as a suitable approach for this research.  

Thirdly, time-series analysis, involves detailed outlining of events over time (Eriksson & 

Kovalainen, 2010). The major issue with this technique is the more complex the time series in 

relation to order and timing of the events, the more complex the data collection process (Yin 

2003). This is not suitable for this research, as there are predetermined time limitations in which 

events are studied. Empirical data from the case company is only collected on site and by means 

of interviews and a supplementary questionnaire during April and the beginning of May 2013. 

Subsequently, logic models emphasize on a complex chain of events, picturing repeatedly cause-

effect-cause-effect patterns which are compared with predetermined theoretical propositions 

(Eriksson & Kovalainen, 2010). Hence, logic models are not suitable as chains o f events are not 

the focal point under study.  

Last but not least cross-case synthesis examines each single case study as an individual study. In 

the following, outcomes are combined across a number of studies (Eriksson & Kovalainen, 

2010). The cross-case synthesis only applies to multiple-case studies (Yin 2003). As this 

research is concerned with a single embedded case study, cross-case analysis is not applicable as 

an analytical technique. 

After evaluation of the different techniques, pattern matching offers the most suitable approach 

to analyze the empirical data gathered. First of all, it offers the opportunity to compare the 

findings among the three sub cases of the embedded single case study. Therefore, before 

empirical data is collected patterns are established in order to guide the research process but most 

importantly to provide structure for the case study analysis. Firstly, in this thesis patterns are 

concerned with various economic, natural and social capabilities for each production unit. A 

second pattern deals with the different institutional demands based on the various set s of 

institutions that surround a MNC. Moreover, sustainability, degree of imitability and the level of 

demand satisfaction serve as further patterns to compare and analyze the findings. This in return 

helps to focus the research and prevent that topics which lie outside the scope of the research 

topic are analyzed (Yin, 2003).  



Global Sustainable Production 
W. Eibich & M. Hein 

30 
 

2.6 Quality of the research 

The research is carried out along the systematic combining technique and therefore calls for a 

somewhat different quality assessment approach. In the following paragraphs the construct-, 

external validity and reliability of this research are described in further detail. As this is an 

exploratory study, internal validity was discarded because it only applies to explanatory research 

2.6.1 Validity 

To some extent, the quality measures described by Dubois and Gadde (2002) can be juxtaposed 

with the ones mentioned in Yin (2003). Dubois and Gadde (2002) illustrate the term logical 

coherence, which can be equated with Yin´s (2003) basic understanding of validity, as it refers to 

the adequateness of the research process and the theory used. As logical coherence forms the 

basis for analytical generalization and is thus essential for establishing a case research of high 

quality (Dubois & Gadde, 2002), the researchers have to ensure that the theoretical framework 

adequately represents the notion of differently industrialized countries, institutional efficiency 

and legitimacy demands, distinctive capabilities and global sustainable production. 

2.6.1.1 Construct validity 

There are different tactics to test construct validity to ensure that correct operational measures, 

for the theory and concepts being studied, are established (Yin, 2003). Firstly, a number of 

sources of evidence have to be applied. In this research, the consultation of multiple sources 

during the data collection process is guaranteed by conducting 20 interviews with GM, 

Integrated Management Systems (IMS) -, Production-, D&D, Finance-, Purchasing-, Human 

Resource (HR)-, Production Engineering-, Logistics and Call-Off and Technical Service 

Managers (TSM) at the three production units in Bulgaria, China and Sweden. The GMs´ have 

been interviewed more thoroughly at least at two occasions. All interviews lasted between 45 

minutes and two hours.  

Construct validity is further ensured by establishing a chain of evidence (Yin, 2003). Therefore, 

this research is primarily based on a number of interviews, with different interviewees, which are 

the most essential source of information for case studies. In general, interviews are used as a 

main source of information, because they reinforce the case study method in terms of not only 

providing valuable insight into the topic under consideration, but also provide access to sources 

of substantial evidence (Yin, 2003) which can assist in determining further aspects of the 
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research problem. To ensure that no information gets lost during the interview sessions, all 

interviews will be recorded and transcribed.  

To further strengthen the construct validity and add to the chain of evidence a mail-based 

questionnaire is established to supplement the interview findings. The questionnaire is pre-tested 

with a GM at one production facility and is sent to all interviewees. It seeks to provide an insight 

into the different perceptions of employees on various capabilities and the degree to which 

institutions influence the production unit. Examples for the values that are created by the selected 

capabilities as well as examples for the institutional demands and factors were given by the 

respondents. 

Auxiliary, also printed sources of information, such as patents, the company code of practice, 

training material and the MNC´s guide book which every employee receives in the beginning of 

the employment are studied. Additionally, web based sources such as annual- and sustainability 

reports of the case company are examined.  

Before capabilities are explored in the field it is vital to get a theoretical understanding of 

capabilities. Therefore, initially two literature reviews based on current journal articles and 

relevant textbooks are carried out to ensure the understanding of the research topic. The 

researchers´ claim that based on multiple sources of information and a chain of evidence the 

construct validity is given. 

2.6.1.2 External validity 

External validity corresponds to the degree that research findings can be generalized, so applied 

to other situations (Merriam, 1998). In this thesis the external validity refers to how far the 

findings are sufficiently general to be applied to other situations such as other multinational 

manufacturing firms. Case study research deals with analytical generalization which refers to 

“generalizing a certain set of results to some broader theory” (Yin, 2003, pg. 37).  

Through in-depth interviews with a considerable number of managers at three production units 

the authors of this thesis can in detail describe the different institutional contexts that put 

demands on each production unit as well as the capabilities. Next to the interviews, the 

questionnaire assists in showing the capabilities and institutional demands contributing to a rich 

description of the empirical findings. The choice of Sweden depicting a typical developed 
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country and Bulgaria and China depicting typical developing countries based on the definition in 

the literature review, ensure that also other MNCs, especially in the machinery and construction 

tool industry, operating in differently industrialized countries can learn from this research. 

Finally the findings are generalizable to some broader capability and institutional theory. 

2.6.2 Reliability 

Reliability is essential during the data collection process. According to Yin (2003) a high degree 

of reliability ensures that the processes of the research can be replicated aiming to achieve the 

same results and conclusions. However, Merriam (1998) argues that replication is not attainable 

for social science because of the fact that experiences differ among people and human behavior 

is unstable and changes over time. Therefore, reliability in social science is not concerned with 

the extent to which results and conclusions can be repeated, but rather if the results are consistent 

with the data that have been collected during the research (Merriam, 1998).  

To reduce the bias and errors, the probing technique is applied throughout all interviews. This is 

also helpful to overcome the drawback when interviewees might not be honest, because further 

inquiry and clarification is required from the respondent. Besides, the authors establish a case 

study database ensuring the reliability of the data collection process. The case study database 

mainly contains full transcripts of the interviews, observations, questionnaire results and case 

study documents which are available on request. When referring to Yin (2003) also the 

development of case study protocols help to increase reliability. Especially for the semi-

structured interviews the threat of missing out certain interview topics due to its flexible nature is 

evident. Therefore, also case study protocols are applied, because they contain an overview of 

the topics to be addressed during the interviews. 

Furthermore, bias is reduced by asking rather short questions to ensure that the interviewees 

understand the questions. Additionally, the avoidance of scientific terms is important as the 

interviewees might not be familiar with these terms thus common language is used. Also due to 

the semi structured nature of the interviews, respondents also have the possibility to ask for 

clarification if questions or expressions might be unclear. The capabilities identified from the 

literature have been formulated and slightly adapted to fit the language of the case company.  
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According to Merriam (1998) the reliability is strengthened by triangulation in connection with 

applying various data collection methods, such as in this case interviews, direct observations, 

documentation and questionnaires.  

Table 1 provides an overview of the methodology chapter. 

Methodology Choices 

Ontological assumption Constructivism  

Epistemological assumption Interpretivism 

Research approach Abduction / systematic combining  

Research strategy Qualitative 

Research purpose Descriptive 

Research method Case study  

Research design Single embedded case study (one MNC with three different 

production units in three different countries) 

Primary data Interviews (20 interviews with various managers from different 

disciplines at three production facilities) 

Questionnaire (18 responses from various managers from 

different disciplines at three production facilities) 

Direct observation 

Secondary data Literature review, company documentation such as annual and 

sustainability reports, presentations, company guide book, 

patents, training material, brochures, company website  

Data analysis Case study description 

Pattern matching  
Table 1 O verview methodology 
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3 Literature review 

The following paragraph provides a review of the fundamental concepts used within this thesis 

seeking to link them with each other. The most relevant models include the basic institutions 

model, the characteristics of differently industrialized countries, the theory of efficiency and 

legitimacy, the concept of sustainability and economic, natural and social based capabilities. 

Furthermore, the link between institutions and capabilities as well as the theoretical framework 

guiding the data analysis is discussed.  

3.1 The basic institutions model  

According to Jansson (2007b) companies have to be aware of their external environment and the 

different institutions surrounding and impacting on them. Institutions consist of basic rules 

including norms, values, thought styles and enforcement mechanisms (Jansson, 2007b). This is 

founded on Scotts (1995, pg. 33) definition of institution stating that “institutions consist of 

cognitive, normative and regulative structures and activities that provide stability and meaning 

to social behavior. Institutions are transported by various carriers – cultures, structures and 

routines – and they operate at multiple levels of jurisdiction.” The cognitive dimension 

containing thought styles deals with the structures of the mind. On the other hand, the normative 

dimension including norms and values as well as the regulative dimension consisting of 

enforcement mechanism steer the structures of society. A MNC operating in certain markets is 

used to a certain institutional content which was generated over time and has become an 

organizational routine. In the case of a MNC entering new markets these exist ing organizational 

routines may not be transferable and applicable anymore due to different norms, values, thought 

styles and enforcement mechanisms prevailing in these new markets. As a result the MNC needs 

to change and match to the prevailing basic rules in order to succeed. The basic institutions 

model as shown in image 3 depicts a multiple level system with different institutions which have 

a direct or indirect impact on the MNC and each other. In other words they are embedded into 

each other. Jansson (2007b) locates the MNC in the core of the model referring to the micro 

institutions. The subsequent layer is called meso institutions and portrays the organizational 

fields such as product/service-, financial-, labor market as well as the government. The 

organizational fields and the MNC influence each other in a two-directional way. The outer layer 

accounts for societal institutions such as culture which is split up into family/clan, religion and 
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business mores. Besides, the political-, legal-, educational/training system as well as professional 

and interest associations are institutions in the societal field. Here the influence is one-directional 

meaning that societal institutions impact the MNC but not vice versa. Both the link between 

meso and macro institutions with its rules shape the country environment in which the MNC is 

operating. 

 

 

 

 

 

 

 

 

 

3.2 Differently industrialized country markets 

MNCs operating in differently industrialized countries face a diverse set of institutional demands 

as market contexts are different (Jansson, 2007b). As a result it is important to understand the 

characteristics and prevailing institutions in countries that are in a different state of economic 

development and governance.  

Jansson (2007a) defines emerging country markets (ECM´s) as high growth markets, converting 

from a pre-market economy such as a traditional or centrally planned economy towards a mature 

market or capitalistic economy. Compared to developed country markets characterized by 

saturated growth, high quality products, technologies and a well-developed service sector, ECMs 

are depicted by significant unevenly distributed local demand, uncertainty, turbulence and 

complexity. As a result, ECMs are relationship oriented, embedded as well as in need of reforms 

and functioning institutions. ECMs are distinguished as network societies in which trust is built 
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Image 3 Basic institutions model (Source: Jansson, 2007b) 
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through the creation of long-term relationships. Moreover, the ECM specific phenomenon of 

embeddedness in other words “everything influences everything” (Jansson, 2007a, pg. 12) is 

related to the basic institutions model in which the MNC is rooted within the organizational 

fields, which in turn is rooted within societal institutions. Additionally, fast changes and weak 

institutions exemplified by corruption or arbitrary rule of law create uncertainty among MNCs 

operating in ECMs. All of the above mentioned interplaying characteristics add to the 

complexity of doing business in these markets and demand a locally adapted strategy.  

3.3 Efficiency and legitimacy 

There are two major rationalities behind the operation of firms. The efficiency based logic is 

defined by March and Olsen (1989) in Jansson (2007b, pg. 70) “as the logic of consequentiality” 

meaning that decision making is made according to rationale reasoning founded on economic 

values. In other words the MNC has to be cost-efficient and determined to maximize profits in 

order to be successful in a market driven economy. As a result, the exploitation of market 

opportunities as well as company’s resources are the root for a MNC´s competiveness. For 

instance, producing on a global scale aims to achieve cost differentials from cheaper labor, 

proximity to new high growth markets and easier access to local supplies as well as raw 

materials creating an economic value for the firm and its shareholders. The efficiency based 

logic primarily focuses on performance and the market neglecting the surrounding society.  

According to Jansson (2007b) legitimacy means that the activities undergone by a MNC need to 

be justified and accepted. It refers to “the logic of appropriateness” (Jansson, 2007b, pg. 71). In 

this respect the MNC´s activities need to live up to the basic rules including norms, values, 

thought styles and enforcement mechanisms of institutions in order to attain and sustain support. 

Overall the need to be efficient and legitimate overlaps since companies are embedded in both 

organizational fields and surrounding societal institutions both demanding efficiency and 

legitimacy (Jansson, 2007a). Without profits a firm cannot exist but without legitimacy in other 

words approval of society or institutions a firm does not receive the license to operate allowing it 

to make profits in the first place. As a result there is a link between profitability/efficiency 

creating an economic value and legitimacy mainly founded on socially responsible behavior. For 

instance by creating employment, conserving natural resources for future generations and 
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contributing to a countries development a company attains legitimacy by its stakeholders a nd 

creates economic-, social- and natural values. 

3.4 Sustainable business 

According to Jansson (2007b), a sustainable business is achieved when a firm simultaneously 

creates economic, social and natural value as shown in image 4. Economic value relates to the 

profitability and efficiency of a company. Social and natural values arise from the fact that a 

company is acting as a socially responsible corporate citizen. Consequently, social values refer to 

giving something back to the firm´s various stakeholders for instance in terms of improved 

safety, health or living standards for its employees and the surrounding community. In addition, 

natural values are closely related to the protection of the environment. 

 

 

 

Especially, in ECMs the creation of social and natural values is of critical importance because 

contributing to society gains and maintains legitimacy among the company´s various 

stakeholders. For a MNC it is essential to have an overview of the condition as well as degree of 

influence the external institutional setting has on its business operation in order to be able to 

match its internal organization with the norms, values, thought styles and enforcement 

mechanisms of the local external environment. Possessing a well perceived reputation and 

investing time and efforts in relationships creates trustworthiness adding to the company´s 

competitive advantage (Jansson, 2007b).  

Overall a company is not only interested in developing a competitive advantage but also in 

keeping it in the long run (Grant, 2010). Sustaining a competitive advantage depends on the 

durability of the firm’s resources and capabilities and whether competitors are able to transfer 

and replicate in other words imitate them. Imitability of competitive advantage is linked with the 

phenomenon of causal ambiguity which is the lack of understanding the basis of a competitor’s 

success. 

 

Sustainable 

business 
Economic value Social value Natural value 

Image 4 Equation of a sustainable business (Source: Jansson, 2007b) 
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3.5 Capabilities  

Operating across differently industrialized countries does not only call for a strategy that 

addresses the need between global integration and local adaptation, but is also likely to influence 

a firm's internal processes and routines. The two latter constructs can be linked to the concept of 

capabilities, which concerns a firm’s ability to exploit its resources and turn inputs into outputs 

(Wheelen & Hunger, 2008). Hayes and Pisano (1996) define capabilities as activities that a 

company can perform distinctively well in comparison to its competitors.  According to Barney´s 

(1991) resource based view (RBV) the foundation of a firm's competitive advantages is derived 

from the firm’s inherent resources and capabilities fulfilling the VRIN-conditions: being 

valuable, rare, imperfectly imitable, and not substitutable. What makes them so difficult to 

imitate and transfer is the fact that they are not for sale but grow within a company through 

people, systems and learning (Swink & Hegarty, 1998). Capabilities are path dependent meaning 

that they develop over time and that history plays a significant role. According to Teece (1996, 

pg. 529), “capabilities involve choosing among and committing to long-term paths of 

competence development”. Management skills, the capability to innovate, operational processes, 

routines, explicit and tacit knowledge are just a few examples of what could be considered as 

resources and capabilities of a firm.  

3.5.1 Economic capabilities  

Within the literature there are different types of capabilities creating an economic-, natural- or 

societal value. In their research Wu et al (2010) propose that operational capabilities are the 

secret ingredient for firms to achieve and maintain a competitive advantage. According to Wu et 

al (2010, pg. 726) operational capabilities refer to “firm-specific sets of skills, processes, and 

routines, developed within the operations management system that are regularly used in solving 

its problems through configuring its operational resources”. They developed the following set 

of six different operational capabilities focusing mainly on the creation of economic value. 

3.5.1.1 Operational improvement  

Firstly, Wu et al (2010, pg. 731) define “operational improvement as differentiated sets of skills, 

processes, and routines for incrementally refining and reinforcing existing operations 

processes.” Operational improvement refers to small-scale process changes also known as 



Global Sustainable Production 
W. Eibich & M. Hein 

39 
 

“small wins” (Peng et al, 2008) by means of refining and reinforcing processes with the help of 

existing technical capabilities, further skills, processes and routines. 

3.5.1.2 Operational innovation  

On the contrary, according to Wu et al (2010, pg. 731) “operational innovation is differentiated 

sets of skills, processes, and routines for radically improving existing operations processes or 

creating and implementing new and unique operations processes.” Operational innovation is 

concerned with exploring, experimenting and implementing radical changes to existing 

operations processes or introducing new operations processes. Hence, innovational changes are 

large scale and stem from existing skills or newly acquired knowledge (Benner & Tushman, 

2003). 

3.5.1.3 Operational customization 

Thirdly, referring to Wu et al (2010, pg. 731) “operational customization is differentiated sets of 

skills, processes, and routines for the creation of knowledge through extending and customizing 

operations processes and systems.” Operational customization refers to the formation of 

specialized knowledge through the tailor-making of processes and systems in order to fulfill 

needs posed by the market and firm´s products. As a result, proprietary equipment and processes 

are developed as well as specialized knowledge is created which is difficult for competitors to 

copy (Wheelwright & Hayes, 1985). Wu et al (2010) argues that due to increasing uncertainty 

and complexity, which is especially evident in ECM´s, the need for corporation is ever 

increasing. 

3.5.1.4 Operational cooperation  

In addition, Wu et al (2010, pg. 731) describes “operational cooperation as differentiated sets of 

skills, processes, and routines for creating healthy and stable relationships with people from 

various internal functional areas and external supply chain partners.” Operational cooperation 

capability refers to bringing people together in order to share information and discuss mutual 

activities and find solution to problems (Wu et al, 2010). Additionally, Swink & Hegarty (1998) 

refers to the ability to work in cross functional teams for instance by collaborating between 

manufacturing and research and development. Kim (2006) sees cooperation in sustaining healthy 

relationships with supply chain and other sourcing partners. Wu et al, 2010 argue, that due to 
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increasing uncertainty and complexity, which is especially evident in ECM´s, the need for 

cooperation is ever increasing. 

3.5.1.5 Operational responsiveness  

Next, Wu et al (2010, pg. 731) coins the term “operational responsiveness as differentiated sets 

of skills, processes, and routines for reacting quickly and easily to changes in inputs or output 

requirements.” Operational responsiveness capability relates to uncertainties in the markets. It 

refers to the ability to direct production resources,  for example staff, raw materials and 

machinery, to consistently meet changing customer needs without jeopardizing to lose time or 

money and to be able to produce different kinds and volumes of products. 

3.5.1.6 Operational reconfiguration  

Last but not least, according to Wu et al (2010, pg. 731) “operational reconfiguration is 

differentiated sets of skills, processes, and routines for accomplishing the necessary 

transformation to re-establish the fit between operations strategy and the market environment 

when their equilibrium has been disturbed.” Operational reconfiguration capability is especially 

vital for firms operating in uncertain and volatile business environments, such as ECM´s and 

relates to the concept of dynamic capabilities developed by Teece et al, 1997. It deals with a 

firm’s ability to reshape operations resources to react and catch up with changes in the business 

environment (Wu et al, 2010). In addition, according to Panzda et al (2003a) it involves the 

investment in necessary equipment, training and knowledge to be prepared in uncertain 

environments and to instantly change the company´s course of action as new information arises. 

3.5.2 Environmental capabilities 

Besides operational capabilities, Lee and Klassen (2008) conducted a synthesis of various 

scientific articles to differentiate between and establish definitions of various environmental 

capabilities in order to analyze drivers and enablers that foster the development of these 

capabilities among small to medium sized enterprises (SMEs). Although they test and apply their 

theory on SMEs the environmental capabilities can also be attributed to MNCs as they are 

universal and based amongst others on articles of Azzone et al (1997), Rhee and Lee (2003), 

Sharma and Vredenburg (1998) whose focus lies on MNCs as well as SMEs. The different 

environmental management capabilities (EMCs) seek to create an environmental or natural value 

for firms´ stakeholders as Lee and Klassen (2008, pg. 574) see them as a response “to the 
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various environmental requirements of its stakeholders”. Based on this synthesis of existing 

literature and theories Lee and Klassen (2008) conceptualize a set of five interrelated EMCs, 

referring to the product-, process-, organization-, supply chain- and relationship EMC.  

3.5.2.1 Product EMC 

As the term product EMC implies, the focus of this capability lies predominantly on firms` 

ability to offer environmentally friendly products and technology to the customer (Rhee & Lee 

2003, Lee & Klassen, 2008, pg. 574). This is achieved through new processes and measurements 

of developing goods, such as Life Cycle Assessment and Design for Environment as described in 

Hauschild et al (2005) and a constant observation and concern to eliminate hazardous waste and 

materials (Lee & Klassen, 2008). Also Sharma and Vredenburgs´ (1998) continuous innovation 

capability refers to the product EMC by applying the definition of Itami (1987) in Sharma and 

Vredenburg (1998, pg. 741) “changes in […] inputs and products can stimulate the building-up 

of internal capabilities and knowledge-based invisible assets”. An example of a product EMC 

can be applied from Azzone (1997): we know how to reduce the energetic consumption of our 

products. 

3.5.2.2 Process EMC 

Process EMCs are concerned with a firm’s ability to carry out manufacturing processes in a 

cleaner, less polluting manner that meet or even exceed the expectations of the firms’ 

stakeholders (Lee & Klassen, 2008, pg. 574). This can be nurtured for instance by applying 

cleaner, energy efficient production technologies with pollution control and prevention (Rhee & 

Lee, 2003) and policies that stimulate the reduction of emissions (Lee & Klassen, 2008) and 

overall pollution. Azzone (1997 pg. 13) refers to very specific activities that can be related to the 

process EMC, such as the “reuse of industrial waters and energetic recovery, development of 

alternative energetic systems and recycling of scraps resulting from defective identified 

product”. 

3.5.2.3 Organization EMC 

Further, a firm possesses an organization EMC if it is able to institutionalize environmental 

concerns, hence to fully integrate these concerns in day-to-day business activities and routines 

(Lee & Klassen, 2008, pg. 574). This can be achieved for instance by adopting the ISO 14001 

standards. Also Rhee and Lee (2003) mention that these activities of environmental performance 
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measurement, monitoring and evaluation are part of the environmental strategy. Lee and Klassen 

(2008, pg. 574) further claim that environmental management systems “provides effective 

training and education to employees” on environmental issues and clearly assign specific 

responsibilities to certain departments. The latter three environmental capabilities are focused on 

a firm’s in-house processes and activities, whereas the following two capabilities are concerned 

with external stakeholders (Lee & Klassen, 2008).  

3.5.2.4 Supply chain EMC 

The supply chain EMC is concerned with the external stakeholders to be found in a firm's supply 

chain (Lee & Klassen, 2008). Firm´s possess this EMC if they are able to influence their 

suppliers to the extent that they engage in environmentally friendly actions, above all in reducing 

the environmental impacts on the natural environment which are caused by the transportation 

(Lee & Klassen, 2008, pg. 574). To reduce the environmental impact, Lee and Klassen (2008) 

suggest activities such as packaging recycling programs. Moreover, the supply chain EMC refers 

to a firm's choice to only work with selected suppliers, namely those that are already 

environmentally conscious (Azzone, 1997; Lee and Klassen, 2008). This “green supplier 

selection” is achieved through employing environmental principles in the selection of suppliers 

(Lee & Klassen, 2008, pg. 574).  

3.5.2.5 Relationship EMC 

Finally, the relationship EMC is concerned with a firm’s ability to create and maintain 

relationships with its external stakeholders through well- informed and adequate communication. 

Lee and Klassen (2008, pg. 574) mention examples such “as environmental reporting, active 

management of environmental claims, and participation in environmental conservation 

programs”. Also the capability of high-order learning from Sharma and Vredenburg (1998) can 

be grouped into this environmental capability as they mention in their research that companies 

opened-up their communication channels to stakeholders such as local communities and 

environmental groups and by doing so “accomplishing the objectives of these groups” so 

creating an environmental value and at the same “generating improvements within their 

organization” (Sharma and Vredenburg, 1998, pg. 741). Besides Sharma and Vredenburgs` 

(1998) stakeholder integration capability is congruent with Lee and Klassens (2008) relationship 

EMC. They define it as “the ability to establish trust-based collaborative relationships with a 
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wide variety of stakeholders, especially those with noneconomic goals such as local 

communities, environmental groups, regulator, non-governmental organizations, etc.” (Lee & 

Klassen, 2008, pg. 574). 

3.5.3 Social capabilities 

In addition to the environmental capabilities there are capabilities which seek to create a social 

value. The article scan revealed two closely connected social capabilities consisting of (i) 

stakeholder integration (Sharma & Vredenburg, 1998) which is similar to continuous innovation 

(Husted & Allen, 2007) and (ii) trustworthiness (Jansson, 2007b) which is similar to credibility 

(Sharma & Vredenburg, 1998).  

3.5.3.1 Stakeholder integration 

The social organizational capability of stakeholder integration refers to “the ability to establish 

trust-based collaborative relationships with a variety of stakeholders” (Sharma & Vredenburg, 

1998, pg. 735). It includes, communication, involvement and joint problem solving, enabling the 

company to better understand the needs and demands of the various stakeholders (Husted & 

Allen, 2007). Husted and Allen (2007) apply the above mentioned definition to a social context 

and argue that social problems are rather multifaceted thus demand the collaboration of diverse 

stakeholders. Hence, to solve these problems firms need to “communicate with stakeholders, 

engage in dialogue and work collaboratively” (Husted & Allen, 2007, pg. 350) in order to create 

a societal value for the firms stakeholders. 

By doing so firms are able to generate a twofold value. Firstly, value for stakeholders is created 

in terms of involving social actors such as employees or the community, in a continuous process 

of innovation of products or processes. The social actors involved in the innovation process can 

take an active stance in creating social value. Secondly, by working jointly with stakeholders 

Husted and Allen (2007) argue that also an economic value for the firm is created by executing 

social programs that in turn “help to generate competitively valuable resources for the firm” 

(Husted & Allen, 2007, pg. 351). Moreover, they state that the capabilities of stakeholder 

integration and the latter described continuous innovation are two separate capabilities. 

However, the authors of this thesis see them as so intertwined that it is difficult to make a clear 

distinction between them, because by integrating stakeholders of various kinds in joint problem 
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solving and by working collaboratively, stakeholders are integrated and products and processes 

can be innovated at the same time.  

3.5.3.2 Trustworthiness 

Social capabilities are related to what Jansson (2007b) refers to as social capital of a MNC. 

Social capital consists of two components represented by relationships and trustworthiness. 

Trustworthiness is stated by Jansson (2007b, pg. 211) as a social organizational capability and 

relationships as an intangible resource. The fact that a firm´s ability to build up trustworthiness 

leads to the establishment of long term business relationships which consequently enables the 

company to further extend its network of business contacts and attain rare inputs (Jansson, 

2007b). Sharma and Vredenburg (1998 pg. 740) refer to trustworthiness as credibility which is a 

“path-dependent strategic capability that cannot be easily imitated by competitors” developed 

over a long period of time in collaboration with internal and external stakeholders. Table 2 

provides an overview and definition of the different capabilities discussed in the theory chapter. 

Besides, the different authors are stated as well as the values that are created by the capabilities.  

Capabilities Authors Values 

Economic based 

Operational improvement  

“Differentiated sets of skills, processes, and routines for 

incrementally refining and reinforcing existing operations 

processes.” 

Wu et al (2010) 

Swink & Hegarty, 1998; 

Peng et al., 2008 

Economic 

Operational innovation  

“Differentiated sets of skills, processes, and routines for 

radically improving existing operations processes or 

creating and implementing new and unique operations 

processes.” 

Wu et al (2010) 

Swink & Hegarty, 1998; 

Peng et al., 2008 

Economic 

Operational customization  

“Differentiated sets of skills, processes, and routines for 

the creation of knowledge through extending and 

customizing operations processes and systems.”  

Wu et al (2010) 

Wheelwright & Hayes, 

1985; Schroeder et al., 

2002 

Economic 

Operational cooperation  

“Differentiated sets of skills, processes, and routines for 

creating healthy and stable relationships with people from 

various internal functional areas and external supply 

chain partners.” 

Wu et al (2010) 

Swink & Hegarty, 1998; 

Droge, Jayaram, & 

Vickery, 2004;  

Escrig-Tena & Bou-

Llusar, 2005 

Economic 

Operational responsiveness  Wu et al (2010) Economic 
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“Differentiated sets of skills, processes, and routines for 

reacting quickly and easily to changes in inputs or output 

requirements.” 

Upton, 1994;  

Swink & Hegarty, 1998 

Operational reconfiguration  

“Differentiated sets of skills, processes, and routines for 

accomplishing the necessary transformation to re-

establish the fit between operations strategy and the 

market environment, when their equilibrium has been 

disturbed.” 

Wu et al (2010) 

Teece et al., 1997;  

Swink & Hegarty, 1998; 

Pandza et al., 2003a 

Economic 

Legitimacy based 

Product EMC*  

“Product EMC is the ability to provide environmentally 

conscious products to the customer through 

environmental practices in a new product development 

process.” 

Lee & Klassen 

(2008) 

Rhee & Lee (2003); 

Sharma & Vredenburg 

(1998);  

Azzone et al, 1997 

Natural 

Process EMC  

“Process EMC is the ability to sustain cleaner production 

and manufacturing processes that meet or exceed 

expectations.” 

Lee & Klassen 

(2008) 

Rhee & Lee (2003); 

Sharma & Vredenburg 

(1998);  

Azzone et al, 1997 

Natural 

Organization EMC  

“Organization EMC is the ability to integrate 

environmental issues into daily business routines by 

building an environmental management system.” 

Lee & Klassen 

(2008) 

Rhee & Lee (2003) 

 

Natural 

Supply chain EMC  

“Supply chain EMC is the ability to motivate suppliers to 

be environmentally responsible and to reduce the 

environmental burdens caused by logistics.” 

Lee & Klassen 

(2008) 

Azzone et al, 1997 

Natural 

Relationship EMC  

“Relationship EMC is the ability to sustain 

environmentally sound relationships with external 

stakeholders through various communication methods 

such as environmental reporting, active management of 

environmental claims, and participation in an 

environmental conservation program.” 

Lee & Klassen 

(2008) 

Sharma & Vredenburg 

(1998) 

Natural 

Stakeholder integration  

“Stakeholder integration refers to the ability of the firm to 

develop collaborative, problem-solving relationships with 

a variety of stakeholders (Sharma and Vredenburg, 

Sharma & 

Vredenburg (1998)  

Husted & Allen 

(2007) 

Social 
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1998).” 

 

“Communicate with stakeholders, engage in dialogue and 

work collaboratively (Husted & Allen, 2007).” 

 

Trustworthiness 

“A firm´s ability to build up trustworthiness leads to the 

establishment of long term business relationships which 

consequently enables the company to further extend its 

network of business contacts and attain rare inputs 

(Jansson, 2007b).” 

 

Sharma and Vredenburg (1998) refer to trustworthiness as 

credibility which is a “path-dependent strategic capability 

that cannot be easily imitated by competitors” developed 

over a long period of time in collaboration with internal 

and external stakeholders. 

Jansson (2007b) 

Sharma & 

Vredenburg, (1998) 

Social 

Table 2 O verview of capabilities 

3.6 Theoretical framework - the link between institutions and capabilities 

The following paragraph shows the link between the external environment, consisting of the 

institutions as well as demands and the internal environment of a firm with its capabilities and 

resources. The authors of the capability theories applied in this thesis research have pro vided 

evidence that there are various capabilities that are strongly related to external factors. A 

selection of these is discussed subsequently.  

There is a link between each of the above mentioned economic-, natural- and societal-based 

capabilities and the external environment of a MNC. In Wu et al´s (2010) capability of 

responsiveness, the authors refer to a firm’s ability to react quickly and easily to changes in 

inputs or output requirements which are actors in a firms internal and external environment, such 

as component suppliers, availability of staff, etc. Also the reconfiguration capability is especially 

important for firms operating in environments that are uncertain and volatile. Hence, the external 

actors play a crucial role as firms need to be aware of changes in their environment and act upon 

these changes accordingly.  

Further, also the environmental capabilities have a strong relation especially to a firm’s external 

business environment. Azzone et al (1997 pg. 4) argue that firms’ environmenta l strategies can 
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be understood as a response by firms to pressures that result from main external actors such as 

“regulators, customers, suppliers, banks, insurance companies, governments”. 

Finally, also societal capabilities of a firm are strongly influenced by a firm’s environment. 

Husted and Allen (2007, pg. 349) claim that stakeholders such as NGO´s, employees and 

governments “have the potential to collaborate with and threaten the firm” and therefore 

influence a firms social strategy composed of resources and capabilities.  

The above mentioned link is shown in image 5 depicting the theoretical framework which serves 

as a guideline in order to answer the research question.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Image 5 Theoretical framework 

The model shows institutions and their efficiency and legitimacy demands in the context of 

differently industrialized countries. The institutional analysis builds on the basic institutions 

model by Jansson (2007b). On the opposite site connected by a line stand the economic-, natural- 

and social capabilities building on the theory of capabilities from various authors (Sharma & 
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Vredenburg, 1998; Jansson, 2007b; Husted & Allen, 2007; Lee & Klassen, 2008; Wu et al, 2010) 

as summarized in table 2. The connecting line represents the link of institutional demand or 

influence and respective response through capabilities. In the end to be able to contribute to a 

more sustainable production three criteria have to be met. Firstly, the respective institutional 

efficiency and legitimacy demands or influences must be satisfied by the respective capability. 

Secondly, all three values need to be created within the demand satisfaction. Lastly, the 

capability needs to be difficult to copy by competitors. 
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4 Empirical findings 

Chapter 4 provides an overview of the empirical findings which are described in form of cases 

for each manufacturing unit. Empirical data was gathered mainly through personal interviews 

with various functional managers at the production facilities in Sweden, Bulgaria and China, by 

direct observation and the study of company documents. In addition, the findings of a 

questionnaire are presented. 

4.1 MNC construction tool  division 

Construction Tools is a division within the MNC Construction Technique business area. It 

develops, produces and sells hydraulic, pneumatic, and petrol driven equipment for demolition, 

compaction, rock drilling and concrete purposes. The products are distributed through a 

worldwide sales and service organization under different brands. The division is headquartered 

in Essen, Germany and it has production units located in Sweden, Bulgaria, China, Germany and 

India. The division has in total 1,040 employees and sells its products in more than 60 countries. 

(Corporate homepage, 2013) 

The driving force behind the MNC´s business activities is the credo of increasing productivity. 

This means helping customers to increase the rate of return of every investment by faster, more 

energy efficient, safer or ergonomic products. More specifically, the MNC is committed to 

sustainable productivity focusing on long term reliability, durability and a responsible use of 

human, natural and capital resources. The company strives to be a responsible corporate citizen 

and views sustainability as an opportunity to drive product innovation, reduce costs and create 

business opportunities for long-term growth. (Corporate web site, 2013) 
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4.2 Production unit Sweden  

Location Kalmar, Sweden 

Established 1975  

Employees 140 (2011) 

Turnover Ca. 43 MEUR (2011) 

Production Rig mounted hydraulic breakers: 7,500 product output (2011) 

Handheld motor drill breakers: 4,700 product output (2011) 

Facts Global Design & Development team  

Laboratory & testing  

Global training center  

Machining, heat treatment & paint shop 

Leading factory 

Table 3 Factsheet production unit Sweden 

The production unit in Kalmar machines and assembles components to manufacture rig mounted 

hydraulic breakers and handheld motor drill breakers. From the three units visited it is the only 

one which performs machining. The other two units, under study, situated in Bulgaria and China 

are solely assembly factories. Machining involves the production of components out of raw 

materials with the use of special programmed machines and tooling for instance milling the 

hammer body from a hydraulic breaker out of a piece of metal.  

Besides machining the Kalmar unit performs a unique method of heat treatment. Heat treatment 

is concerned with achieving a balance between hardness and flexibility of the component 

material to ensure that the finished products are durable and can withstand tough working 

environments without cracking. Within the heat treatment process components are exposed to 

extremely high temperatures and afterwards are gradually coo led down by dipping them into a 

mixture of salt. After heat treatment, the following production step involves grinding in other 

works realizing a smooth surface finish of the heat treated components. Subsequently, the 

components are painted in the specific color demanded by the customer and further moved to the 

assembly lines.  

The assembly lines are characterized by flexibility, open spaces and easy accessibility for 

feeding in components. The flexibility is achieved through movable shelves and working sta tions 
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which is exemplified by the fact that other than the crane nothing is bolted to the ground. The 

advantage is that the assembly line can be easily modified, extended or reconfigured, in 

accordance to product types and volumes. Through the low height o f the shelves more 

convenient working conditions and visibility for the workers is reached. Moreover, shelves are 

easily accessible and fed from the back with new components safeguarding the adequate stock 

levels without interfering within the assembly process. Further flexibility is reached by workers 

being trained to operate multiple machines at the same time as well as being able to assemble 

different final products.  

Additionally, innovative, simple and inexpensive solutions for moving components and lifting 

heavy parts were developed and integrated into the assembly. For instance moving components 

with forklifts instead of fixed conveyor belts or using a combination of forklifts and the crane to 

lift and turn heavy parts such as the hammer body instead of using specialized lifting equipment 

keeps flexibility and costs down. In general Kalmar´s production unit is characterized by many 

in house activities and competence such as the machining, heat treatment and paint shop 

decreasing the level of supplier dependence and lead time to the customer.  

Besides the production of hydraulic- and motor drill breakers, the global D&D team is situated at 

the Kalmar unit which is responsible for the D&D of the complete range of construction tool 

products. They are leading the process of all product developments or adaptations and are closely 

cooperating with the local D&D teams situated at each of the global production units. In 

addition, a laboratory for material and prototype testing is supplementing the D&D department.  

Furthermore, a state of the art training facility was opened at the Kalmar unit in June 2011. The 

facility offers the possibility for all internal trainings concerning all construction tool products 

produced at the various units for all global employees. The workshop offers space for up to six 

work stations, where products can be explained as well as servicing and maintenance tasks can 

be practiced. Additionally, employees can try out construction tools for themselves in the 

center’s large open space.  

Following extensive organizational restructuring in 2011, including the closing down of another 

factory and the reduction of staff in Kalmar, the new appointed general manager and her 

management team worked out a vision to become the divisions “leading factory”. This concept 
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included workshops on how to deal with change and nine building blocks to guide the employees 

and the factory as whole to develop core competences.  

4.2.1 Capabilities production unit Sweden 

In the following the interview and questionnaire findings of the Swedish manufacturing unit, in 

terms of capabilities and values, are stated.  In total six capabilities were selected by four or more 

respondents out of a total of six respondents. The capabilities refer mostly to economic or 

efficiency-based capabilities and one refers to a legitimacy based capability as discussed in the 

literature review.  

4.2.1.1 Capability (1) 

The first capability is number (1) and refers to: We know how to repeatedly deliver the same high 

quality products in a flexible manner at low production costs within a certain lead time through 

standardized manufacturing processes and procedures. The quality of the products 

manufactured in Kalmar is very high which is reflected by the fact that “for the Kalmar factory 

the [warranty] claims are very low”. They only amount to 0.8 percent of overall the sales in 2012 

which is a decrease compared to 1.1 percent in 2011 which is “below average when you compare 

it with our other factories”. Besides, there is a certain sense and awareness of quality as the 

following statement shows “quality is important to us, we will never take or give anything that is 

wrong. “If you [as an assembler] feel something is wrong here [while assembling] but you are 

not really sure, you do not continue to assemble or try to make it fit with a bigger hammer”. The 

necessary flexibility is especially present in the production “it works a lot with the flexibility 

among the operators so that the operators run multiple machines at the same time but are also 

skilled to work with different types of machines”. The same holds true for the assembly as the 

workers are able to assemble different products and work at different stages of the assembly 

process. In order to ensure production at a low cost there are cost cutting activities taking place 

and “there has been a lot of cost cutting here in Kalmar”. Also the lead time to the distribution 

center in Belgium is kept as “last year we have very much improved on delivery” and delivery 

precision was at 95.7 percent in 2012. Finally, quality, flexibility, low production costs, reduced 

lead time are to some extent the result of standardized processes and procedures at the Kalmar 

unit, for instance the programming of the tooling machinery according to standards or 

standardized operational procedures. Four respondents selected an economic value to be 



Global Sustainable Production 
W. Eibich & M. Hein 

53 
 

generated by capability (1). For instance by following the standardized processes and procedures 

the scrapping and warranty costs can be decreased as well as the lead time can be shorted and 

delivery precision is increasing. This in return creates an economic value for the unit. Further 

examples are that stock levels can be optimized and kept at a low level which also generates an 

economic value. One respondent also selected a social value, however no examples were stated 

in the questionnaire nor became evident from the interviews. 

4.2.1.2 Capability (10) 

The second chosen capability from the questionnaire is number (10) and accounts for: We know 

how to work in cross functional teams by having regular technical and organizational meetings 

sharing information and knowledge throughout the unit. There are various meetings across 

departments in which information and knowledge is dispersed. For instance, production set ups 

are done “in close cooperation with production and the production manager [and the production 

engineering team]”. Information is also shared on the “leading factory concept” with its nine 

building blocks were “we participated in cross functional teams were all building blocks were 

discussed […]”. Also“[…] once a week [we] have a meeting called pulse meeting, because it 

should be fast where we [production, production engineering, purchasing, technical 

documentation, D&D] go through all the ongoing projects including what kind of activities are 

coming up in the near future […]”. According to the respondents this capability mainly creates 

economic value, scoring five times. For instance the daily steering meeting gives everyone a 

good understanding of what is going on within the unit and how everyone can contribute. This 

results in high quality work and an elevated speed in solving problems generating an economic 

value for the unit. The ability of working together cross functionally and sharing information as 

well as knowledge also makes it possible for quickly introducing new products also creating an 

economic value. Three respondents also selected a societal value because the so-called “forums” 

where information and knowledge is exchanged contribute to a better working atmosphere and it 

is “very inspiring to work cross functional”.  

4.2.1.3 Capability (13) 

The third elected capability from the questionnaire is number (13) referring to: We know how to 

maintain healthy relationships with each other to analyze the root cause and solve problems. 

Good relationships could be identified at various occasions such as long lasting relationships 



Global Sustainable Production 
W. Eibich & M. Hein 

54 
 

with suppliers, for instance as they work together on projects to improve materials or tools. 

Besides, “we have a very good cooperation between the D&D [team] and the laboratory, […] 

they are not only involved in testing but also very deeply engaged in solving problems”. Also 

there were workshops in which the results of an employee survey were analyzed and 

“department by department we went through the results of the survey and analyzed it” with the 

aim to find the root cause why the unit was not performing as it should be. It helped to identify 

the root causes and assisted in developing the new vision of the “leading factory” with its nine 

building blocks. These healthy relationships are important as seen from various department 

managers “[the general manager] understands that a healthy overall atmosphere […] is very 

important” or it is important to “make people feel comfortable” and “if you need help you ask 

for it and then you get help”. The respondents selected equally four times an economic and 

social value creation. Good relationships between employees of different departments are 

essential to track down the causes of a problem, for instance if a product which is already in the 

field is not functioning properly. By working closely together across departments a root cause 

can be quickly identified and action plans are set up in order to rapidly satisfy the customer 

needs or adapt the design of a product which in return creates an economic value. As mentioned, 

the unit also works together with its suppliers. This has the advantage for suppliers that they can 

show their competences and find product or material solutions together with the unit. In return 

suppliers receive orders from the production unit which creates and economic value for the 

suppliers. The healthy relationships also generate a social value for the employees because 

everyone can speak freely and problems can be discussed openly without blaming anyone which 

contributes to a better working atmosphere. As a result employees are also actively participating, 

generating a social value for them.  

4.2.1.4 Capability (16) 

The fourth capability from the questionnaire is number (16) and states: We know how to lead and 

motivate our employees by involvement and development. Training and development of 

employees in the Kalmar is considered as very important. The divisional aim of 40 hours training 

per employee per year was met in 2012 and even exceeded slightly with 41.8 hours of training. 

For example, recently there was a paint shop installed therefore “we started to train operators 

how handle and deal with this [functionalities in the paint shop]”. Also operators receive training 

on multiple machines which keeps them motivated as they have more skills and are able to do 
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different kinds of work. This “education and employee training creates flexibility” and 

“employees very committed to trainings”. Involvement is reached in jobs on a daily basis by 

“employees get responsibility but also take responsibility”. Also employee surveys carried out 

on a regular basis serve as a means to involve employees and to discuss with them about 

business challenges and opportunities. Besides, there is a “yearly development talk for every 

employee going into each person’s performance”. Five respondents evenly attached an economic 

and social value to this capability. By involving and developing all employees everyone can get a 

clear picture of the activities and possible challenges within the unit to come up with new ideas 

and solve problems more efficiently resulting in an economic value for the unit. Besides, social 

values are generated because involved employees develop, are empowered and attain new skills. 

4.2.1.5 Capability (17) 

The fifth selected capability from the questionnaire is number (17) and involves: We know how 

to respond to changes in product volumes and types by quickly and easily moving personnel to 

different product machining and assembly stations. As already mentioned for capability (1) 

operators in machining run multiple machines at the same time and are also able to run different 

kinds of machines “today operators know how to handle three to four machines resulting in no 

standstill and personnel always having something to do”. The same flexibility can be found in 

the assembly workshop were workers can assemble different kinds of products and also different 

stages of an assembly process. Besides, the flexibility resides not only in employee flexibility but 

also in the flexible assembly workshop “the assembly line is very flexible when it comes to 

introducing new products […] or when we need more capacity” so nothing is bold in the floor 

and can be adapted when there is a change in product types.  The respondents mainly selected an 

economic value creation with four replies and one societal value selection. The ability of flexibly 

moving personnel to different work stations resulted in a higher delivery precision of 95.7 

percent in 2012 compared to previous years, resulting in an economic value for the unit. 

Additionally, this flexibility increased the productivity from 84 percent in 2011 to 96.4 percent in 

2012. The flexibility of employees assembling multiple products and operating multiple 

machines in the production provides a social value to the employees, because they are able to 

learn new things and “using your head again is stimulating”.  
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4.2.1.6 Capability (33) 

The last chosen capability from the questionnaire is number (33) and accounts for: We know how 

to monitor and report safety, health and environmental results to provide transparent 

information to our stakeholders. The unit in Kalmar is very concerned with safety, health and 

environmental issues. In comparison to the other units under study, the Kalmar unit does not 

only report accidents and incidents but also near misses which are situations in which something 

almost happened. By reporting near misses the unit can better identify possible safety 

vulnerabilities and act accordingly. They also worked on a joint project together with Toyota to 

make their facility even safer. Since the unit is very safe “it’s natural for us to make the work 

environment safe and healthy” they have received the prestigious overall MNC safety awards. 

Also “we have always encouraged people to report, not to hide accidents, so we can correct it so 

it’s not happening again”. In addition, there is also transparent environmental reporting such as 

in cooperation with the local community of Kalmar where an energy plan is established which 

“is a living document for us”. Also “in terms of recycling we do even more because it is not the 

law to have so many different containers but it is the way we do things here”. The unit also 

works together with external consultants to find more points for improvement in an 

environmental sense. The participants uniformly with four responses selected an economic-, 

social- and natural value creation through this capability. By monitoring and reporting 

environmental, health and safety results the unit can identify where processes can be improved 

for instance in order to safe resources and reduce the water and energy consumption. This 

generates an economic value as raw material and energy can be saved as well as a natural value 

as fewer resources are needed. Furthermore, through reporting a safer work environment can be 

created decreasing the number of work related injuries and absentees. This in return saves costs 

and generates an economic value. Moreover, the capability creates a social value for personnel as 

accidents, incidents and near misses are thoroughly followed up and root causes of unsecure 

activities are identified and eliminated. 

4.2.2 Institutions Sweden 

Following the interviews as well as by the accompanying questionnaire the key institutions 

impacting the production unit in Kalmar were uncovered. In total there are 6 out of 9 possible 

responses. The institutions with the highest perceived influence on the Swedish unit are the 

product and service market with a score of 5.5, the government and financial market scoring 



Global Sustainable Production 
W. Eibich & M. Hein 

57 
 

respectively 4.17 and the educational and training system with a score of 4.00. An overview of 

the institutions and their scores is displayed in figure 1. 

 

 Figure 1 Institutions Sweden 

4.2.2.1 Product and service market  

According to the interviewees, the product and service market possesses the highest institutional 

influence on the production unit in Sweden. “The number of sold products affects directly the 

factory and this is mainly driven by the local and global market and the competition”. The 

product and service market is comprised of customers, suppliers, competitors and intermediaries. 

Intermediaries consist of the central distribution center in Belgium, the customer centers and 

dealers in charge of selling and servicing the MNC´s products. They are actually the first line 

customers of the production company demanding similar as the end customer quality products, 

short lead times and delivery precision. “The customer is actually, the distribution center in 

Belgium, with the customer needs behind it. They say that products leave the factory when the 

customer wants them. We are very depending on the sales companies and distributor to do a 

good job towards the market.” 

4.2.2.1.1 Customers 

Customers represent one of the most essential sources influencing a business. Satisfying the 

needs of customers in order that they buy and keep buying products is the foundation to be able 

to run a business. “To have competitive products is key to our business.” The main customers for 
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the products produced in Sweden are located in Europe and North America. The products are 

produced concerning the product specifications given by the customer through surveys and 

discussions with the marketing department. “It is a 12-15 page report describing the product 

including the main performance indicators and max imum production cost.” Specifications 

include indicators such as amount of force, weight, height, diameters etcetera. Western 

customers are mainly demanding highly engineered products, meaning many features such as 

noise reduction, environmental friendliness, ergonomics, low vibrations frequencies, “especially 

due to environmental and safety regulations” and customized colors. Additionally, they demand 

high quality “because the customer wants that the machine is working and not standing still.” in 

terms of less service intervals, durability in tough working conditions and increased productivity. 

“Our products are probably the most expensive in purchase but if you do a total cost calculation 

they are not that expensive because they get the job done much easier and quicker.” 

Nevertheless, customers also have a demand in lower priced products as the D&D team has to 

“develop products which have lower costs because we are heavily attacked by Asian or low cost 

country products”. Customers also demand short delivery times and additional services as 

“customers in the construction market need products immediately and they do not accept waiting 

time.” One of those additional services is that there is a quick response towards to customer in 

case machines do not function properly, as one manager stated “we have the responsibility to 

have quick contact of course”.  

4.2.2.1.2 Suppliers 

Likewise, suppliers have an impact on the production company because machining and assembly 

is not able to produce the right products at the right time without on time delivery, adequate 

capacity, costs and quality of components. However, in comparison to the other units in Bulgaria 

and China, the Swedish production company is not impacted that strongly by suppliers. Firstly, 

because the Kalmar unit has many production processes in house such as machining, heat 

treatment and painting resulting in ”control over quality as well as shorter lead times.” 

Secondly, there are not so many quality inconsistency or variances of components supplied. The 

unit performs sample inspections of incoming parts for existing suppliers. In particular, the 

Kalmar unit has built long term relationships with certain suppliers and can be sure of high 

standards. Additionally, a manager stated that “we learn from our suppliers” for instance how to 

install and operate a paint shop. Besides, they work together with suppliers to find solutions to 
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problems as the unit has “tried ourselves but we did not find the right solution also due to lack of 

time and may be knowledge”. These are just two examples that further show that their suppliers 

operate on a high quality level with competence and knowledge. And that there is no quality 

related influence but the demand from the suppliers to keep up the good relationships. Likewise 

and as described in more detail under the supplier paragraph of the other two units, there are 

SQA audits and evaluation forms according to the MNC quality criteria to assess and approve 

the supplier performance. Additionally, also companies supplying the Kalmar unit de mand 

information and expect a detailed forecast on volumes which is challenging as “[…] the forecast 

is never right”.  

4.2.2.1.3 Competitors 

Besides, customers and suppliers the Kalmar unit is subject to competition. More than ever, the 

MNC faces fierce competition from low cost competitors originating mainly from Asia. As a 

result the company has to focus on cost reduction to keep its margins. “Almost all new 

developments are related to come down in production cost to keep the margins.” Additionally, as 

there is strong competition it is essential to produce, supply and develop products faster than the 

competitors. “If products are not quickly available at distribution center in Belgium sales are 

lost. It is really important to get out new products quickly to customers to get a big market 

share”. Nonetheless within the market of rig mounted hydraulic attachments not so many new 

product innovations take place. “Innovation speed among the rig mounted hydraulic breakers is 

quite low. However, there is an evident risk of competitors copying ideas and technology. All the 

main players in the market buy the competitors’ products, take them apart and review them.”  

4.2.2.2 Government 

A further influence on the business of the production unit in Kalmar is the national and local 

government. In general, the production has to comply with national environmental as well as 

health and safety regulations as “Swedish laws are of very high standard in this regard [for 

instance] lifting equipment needs to be certified”. Furthermore, the local municipality demands 

every four years an “energy plan consisting of actions and targets to reduce the environmental 

impact and make the factory more energy efficient”. It is one condition for the factory to receive 

a license to operate. It aims to save resources and reduce the impact of the factory on the 

surrounding community. Additionally, if any alterations or construction within the factory has to 
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be done it needs consent by the local municipality. “For instance before the new paint shop was 

build you need to explain what you want to do and receive approval by the Kalmar 

municipality.”  

4.2.2.3 Financial market 

The financial market has a strong command on the production unit in Kalmar because of 

currency fluctuations in regards to a weakening Euro (EUR) and at the same time strengthening 

Swedish Krona (SEK) resulting mainly from the Euro crisis. “There is always a currency risk 

that can affect the profitability of the company since we operate in SEK and have sales in EUR. 

We want to have a good net balance and strive to do as much purchasing as possible in EUR and 

take loans in EUR´s in order to compensate.” The high influence of the financial market on the 

unit also becomes evident from this statement “we lost millions of SEK every month just in 

currency losses”. Additionally, the financial crisis and following economic recession influenced 

strongly the sales volumes of construction tools as investments in infrastructure projects were 

suspended. Nonetheless “the availability of loans does not have a big influence on the company” 

also due to the fact of belonging to a large and profitable MNC.  

4.2.2.4 Labor market 

The labor market has the fourth highest influence on the production unit in Kalmar. Due to the 

seasonality of the products “with the first six months of the year high number of orders and 

during the last six months there are fewer orders”, there is a need for a flexible labor market. In 

Sweden there is the possibility to hire temporary workers with limited contracts for the time 

there are high workloads. When order volumes decline it is possible to reduce working hours or 

to let them go. Additionally, interviewees stated that the region of Kalmar is not “too 

industrialized, rather small and not well connected in terms of infrastructure.” As a result, “it is 

not easy to recruit the right people to put into projects […] and to find skilled and creative 

engineers”. 
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4.3 Production unit Bulgaria 

Location Rousse, Bulgaria 

Established 2005  

Employees 117 (2013) 

Turnover Ca. 35 MEUR (2012) 

Production Light compaction equipment (incl. 9 different products e.g. rammers, trowels, 

rollers, compactors etc.): 9,500 accumulated product output (2012) 

Other products (incl. 8 different products e.g. power packs, cut-off saws, 

hydraulic handheld breakers etc.): 7,000 accumulated product output (2012) 

Facts Full assembly factory  

Table 4 Factsheet production unit Bulgaria 

In general, the production unit in Rousse unit is very modern and compact. Since 2007, extensive 

renovations such as to make existing buildings more energy efficient, as well as construction of 

new workshop buildings took place. In terms of compactness, “our factory at the present 

moment is utilizing the number of workforce and capacity relative to its size in a very efficient 

way. In other words it is neither too small nor too big for the actual job that it has to do.” 

In 2011, the unit became a full assembly factory meaning that supplied components are solely 

assembled to a variety of light compaction equipment and other construction tools. Before, 

similar as in Kalmar, the unit also performed the machining of their own components. 

Nevertheless, due to reasons of profitability and strategic changes the production unit turned its 

focus primarily on assembly. The only further in house activity is painting in order to be able to 

quickly and flexible respond to customer demands in color other than that everything else is 

outsourced. 

During 2012, another divisional factory was closed down and its products as well as the 

assembly of the handheld hydraulic breaker product range from Kalmar were moved to Rousse. 

Further relocation of products from another unit in France to Bulgaria is realized in the turn of 

2013. Consequently, Rousse becomes a major assembly site for the division in Europe. 

At the moment, the assembly is organized according to 14 assembly lines in which one worker is 

responsible for the assembly of one complete product including testing. At the end of each line 
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there is one worker responsible for packaging and loading the finished products on to the truck. 

What has been produced in one day will be shipped via trucks to the central distribution center in 

Belgium the same day.  

Currently, a project team consisting of engineers from various global production units is working 

in Rousse on a study dealing with lean manufacturing. The lean project is concerned with 

reducing non value adding activities to make the assembly process more efficient. One idea is 

that instead of one worker assembles one product, one worker works at one station executing one 

task. As result, there will be major reorganization of the assembly lines. Nonetheless, until this 

point of time the results of the lean analysis are not yet evaluated and presented.  

4.3.1 Capabilities production unit Bulgaria 

The following paragraph describes the capabilities and their value within the Rousse unit. In total 

eight capabilities were selected by four or more respondents out of a total of six respondents. The 

eight capabilities refer to economic-based capabilities. Nevertheless, the respondents also 

indicated that also a social and natural value is created by these capabilities.  

4.3.1.1 Capability (1) 

The first selected capability is number (1) in the questionnaire and deals with: We know how to 

repeatedly deliver the same high quality products in a flexible manner at low production costs 

within a certain lead time through standardized manufacturing processes and procedures. For 

instance for the light compaction construction equipment (LCC) “LCC products were transferred 

and assembly now is at a very high quality”. The unit’s flexibility became evident when the 

decision to move away from machining was made. The entire process from outsourcing 

machining and rebuilding the assembly lines took only four months without stopping production. 

Also production costs can be considered low as they are 10 percent -15 percent lower as in the 

Chinese unit mainly because “the average salaries here compared to Europe are quite low” and 

we operate in “a lower cost country relative to others”. The flexibility, especially among 

employees, was also observed during various interviews as they are very flexible in their 

working hours. In high season they work overtime, also during weekends, and various managers 

state that “it’s really not a problem to work overtime”. The unit was also able to reduce the lead 

time “to three to five days”. The quality of products and short lead times are amongst others a 

result of working with standardized processes and procedures. One example is that the unit 
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prepared detailed assembly manuals describing step-by-step how a product should be put 

together. There are “approved parameters from the assembly instruction indicating the limits in 

which the machines need to run” in order to ensure the quality of the assembly work and to stay 

within the time needed for each product. This capability was chosen by four respondents to 

generate an economic value. Examples are that through the standardized processes and  

procedures, as mentioned with the assembly manuals, the same product quality can be repeatedly 

delivered which reduces customer claims thus costs and creates an economic value for the unit. 

Additionally, an outcome of following standardized processes and procedures is the reduction of 

lead times which generates an economic value for the unit as well as customer. Besides, two 

respondents indicated that this capability also creates a natural value because working in a 

structured way helps to reduce the amount of waste and decreases the amount of resources used. 

Finally, one respondent selected a social value, however no example was stated. Also the 

interview transcripts were scanned however there was also no example of social value stated.  

4.3.1.2 Capability (4) 

The second capability that was selected in the questionnaire and became evident throughout the 

interviews is capability (4) and refers to: We know how to radically improve our existing 

processes and products by constantly challenging our current ways of working by extending 

existing skills and attaining new knowledge. A very recent example of radically changing 

processes concerns the labeling of incoming components. By benchmarking with another unit the 

Rousse unit is in the process of radically changing to the “audit labels”. According to traditional 

routines, all incoming components are stated on a bill of delivery and have to be inserted 

manually in to the units system. They started with their biggest suppliers who are already 

following the audit labeling system. And the aim is that all suppliers use the same system of 

putting the same type of barcodes on the labels, which then only have to be scanned upon arrival 

at the unit. This “make it easier for us, less time consuming and better organized” and 

information goes directly into the IT systems such as the production planning system. A further 

current example of constantly challenging the usual ways of working is the lean manufacturing 

project “to look at the next step of assembling”. A team of employees from various disciplines 

and also other units is set up in order to attain knowledge and skills on the lean manufacturing 

concept and to develop a deep insight in to its advantages and disadvantages. If this concept 

proves to be beneficial in terms of saving costs, time and other resources the current way of 
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manufacturing is abandoned and new processes are introduced through the lean concept. Thus 

the unit is always looking into better ways to improve their existing processes and this is done 

through benchmarking and working together across units. Also the example mentioned for 

capability (1) applies here. Within a period of four months the entire set up of the unit was 

radically changed. Not only that they build an additional assembly hall, rebuild the machining 

workshop and outsourced the machining of components which “was a drastic change”. But they 

also changed the entire assembly set up to form a new assembly factory in its entirety. This 

complete change of processes was only possible by extending existing skills and attaining new 

knowledge as the employees “changed their qualification  [and were] trained internally to take 

up new positions and tasks”. The values generated by this capability are predominantly of 

economic significance as stated by four respondents which becomes also evident from the above 

mentioned examples. The audit labeling saves time and in return costs as production can run 

faster and more efficient. The basis of the lean concept is also to create an economic value by 

reducing costs, the use of raw materials, assembly time etcetera. Also the units “ambitious 

program to renovate our products within the next two to three years” shows radical 

improvement, in the case of their products, creating a social value, as selected by one respondent,  

because products will be even more user- friendly. Besides a natural value is produced according 

to one respondent because, according to the MNC´s overall strategy, each new product needs to 

be more energy efficient thus creating fewer emissions.  

4.3.1.3 Capability (10) 

The third capability is number (10) and is concerned with: We know how to work in cross 

functional teams by having regular technical and organizational meetings sharing information 

and knowledge throughout the unit. There are a number of different cross functional meetings in 

place in order to ensure that information is adequately dispersed with the unit. Therefore, “good 

coordination and good teamwork, not only within the department, but also with all the other 

departments in the company” is essential. Examples for this capability is the sharing of critical 

information spanned over the IMS department “who collects information concerning problems 

occurring in the market and if they encounter major things they inform production and D&D and 

we immediately start some investigation in order to understand and fix the problem”. Also “we 

[logistics and call-off] have meetings every morning with production for half an hour and we 

decide together what products will be shipped the next day, then we decide the number of trucks 
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and our department gives the order to the shipping company.” And as the logistics and call-off 

manager stated this cross functional team work works well and “we did not have any problems 

with this so far”. Furthermore, information sharing is essential as “most concentration lies in the 

daily production [and therefore] each morning I [Production manager] have a meeting with the 

call off department and the assembly manager and here we discuss what will be produced today 

and the following days. Again the economic value prevails with three responses, because sharing 

knowledge and information across functions contributes to better solve problems and find 

solutions faster. Also production can be planned much more effectively and efficiently. Two 

respondents also referred to a social value for instance if there are safety problems with a product 

which is out in the market, the information exchange between departments facilitates a fast 

reaction on the problem so that no customer gets injured. Besides also a natural value was 

selected but without a particular example being stated. From the interviews it was also not 

possible to find an example for the natural value creation of this capability.  

4.3.1.4 Capability (13) 

The fourth capability is capability (13) and is concerned with: We know how to maintain healthy 

relationships with each other to analyze the root cause and solve problems. Finding the causes 

for problems is a further prominent capability in the Rousse unit. For instance, “in technical 

committee meetings our staff [IMS department], the service guys and D&D people take part 

[and] service presents the problems encountered in the field and we try to find the root cause of 

the break downs together, is it the material, a design mistake, assembly or operating mistake. 

Then we decide what happens next and we have potential action points for improvement” thus 

root causes can be identified through healthy relationships and information sharing. Furthermore, 

good relationships become evident through statements that show the recognition and approval of 

colleagues such as “we work together to find a solution as each department has its 

competences”. A further initiative taken by logistics and call-off refers to “what I have done, I 

have colleagues [from logistics and call-off] in each department and I assigned one person to 

each product manager that communicates daily. And this person follows the orders for this line. 

This relationship between the logistics and call-off employees and the respective production 

mangers for the different products, makes it possible to find out why production might be 

delayed as the components can be tracked down that were delivered too late by suppliers or are 

not according to quality specifications. Underlying the healthy relationships is also the trust 
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between the employees and the management of the Rousse unit. As one manger indicated it is 

about the “ability of people to understand quickly where the company wanted to go and the 

willingness of the people to follow the management” which is based on trust. Additionally, “it is 

not a problem to say what you think  [and] you are not punished by the management because you 

have a different opinion”. According to four respondents having healthy relationships creates 

above all social value for the employees as “good relations in the team make work easier, faster, 

more pleasant and healthy” and they “reduce negative stress”. Thus it has positive implications 

for the working atmosphere which seems to be very important for the respondents. Finally, also 

two respondents indicated that also an economic value is generated because “solving issues in a 

team allows using everyone’s expertise and knowledge” to solve problems faster.  

4.3.1.5 Capability (17) 

The last capability is number (17) and deals with: We know how to respond to changes in 

product volumes and types by quickly and easily moving personnel to different product 

machining and/or assembly stations. This capability is closely related to the unit’s can-do 

attitude of “let´s work together without complaining and make it happen”. Another manager was 

asked to state what is unique about the Rousse unit and indicated “I think the flexibility that we 

have here. It is really not a problem to work overtime if we have a big order or heavy work load 

that has to be accomplished in a very short time then it is not really a problem for people to shift 

holidays or to work on the weekends”. From this statement it becomes evident that employees 

accord with working overtime which is also made possible because “we can adjust the working 

time” meaning that in high season employees work overtime and save these overtime hours to be 

taken off in low season. Additionally, another manager stated that one key to meet the lead times 

is that “we are very flexible because most of our people are trained to assemble different 

products [,] workers can be moved to other lines and for us it is very easy to cover these orders 

with workers. One thing is to have more workers in one line [and] the second thing is to organize 

a different shift when we have large orders”. Thus this flexibility results in the unit’s ability that 

“we can react very fast on customer wishes” especially when large orders come in or in 

exceptional cases that certain orders have to be prioritized. Also the general manager confirms 

this flexibility “I would say today our production is immensely flexible [and] many times I can 

get an order this morning and it is on the truck this afternoon. Four respondents selected an 

economic value to be generated through the unit’s flexibility. As mentioned above the employee 
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flexibility makes it possible to complete orders quickly, which is essential as “competition is 

serious, so if we are not able to react, there is a very high change to lose the job [meaning the 

order]”. If orders are completed quickly they arrive also faster at the distribution center and the 

faster products arrive at the distribution, the faster the invoice is paid to the Rousse unit which in 

return creates an economic value. By being able to assemble various products from the beginning 

until the finished products also creates, according to two respondents, a social value as the 

statement confirms “if people can do the whole product and they can do many products, it is 

interesting, it is not boring [and] it keeps people motivated”. 

4.3.1.6 Additional capabilities 

Also the following three capabilities were revealed from the questionnaire. Capability (3) refers 

to: we know how to learn constantly from past successes and failures to improve processes 

through feedback, follow up and documentation. Also capability (9) was selected by at least four 

respondents and is concerned with: We know how to adjust our enterprise resource planning 

(ERP) system so that information about stock levels, costs, specifications, lead times etc. is 

always up to date to better serve the customer needs. Besides also capability (15) was selected 

from the questionnaire and deals with: we know how to make new employees part of our culture 

into the organization by training them and informing them about how things are done at  the 

MNC. The reasoning for not further explaining these capabilities is provided in the analysis 

chapter.  
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4.3.2 Institutions Bulgaria 

In the following the institutions with the highest perceived influence on the Bulgarian unit are 

described. The product and service market is the most influential institution with a score of 6.83, 

followed by the labor market with a score of 5.5 and the financial market as well educational and 

training system scoring 5.17 respectively. An overview of the capabilities and their scores is 

shown in figure 2. 

 

Figure 2 Institutions Bulgaria 

4.3.2.1 Product and service market  

The product and service market is the most influential institution for the production unit in 

Bulgaria. “Without customers that need our products and suppliers from where we get parts for 

assembly we cannot survive.” It consists of the customers, suppliers, competitors and 

intermediaries. Competitors are not described in detail due to the fact that none of the 

interviewees specifically raised their importance. As most responses were “I do not have any 

information on our competitors.” Intermediaries are the central distribution center in Belgium, 

the customer centers and dealers responsible for selling and servicing MNC´s products. They are 

actually the first line customers of the production company demanding similar as the end 

customer quality products, short lead times and delivery precision.  
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4.3.2.1.1 Customers 

Customers are one of the most fundamental factors influencing a business due to the fact that 

they are the source for profits and the reason for why a business can exist in the first place. The 

main customers for construction tools produced in Bulgaria are located in Europe and North 

America. The products are produced concerning the product specifications given by the customer 

through surveys and discussions with the marketing department. Western customers are mainly 

demanding highly engineered products, meaning many features such as noise reduction, 

environmental friendliness, ergonomics, low vibrations frequencies, customized colors, frequent 

new models etcetera. “For instance rental companies need to have customized colors for 

different countries and markets [and] any client is happy when they see that the MNC has a new 

product out in the market.” Additionally, for a premium price they demand high quality in terms 

of less service intervals, durability in tough working conditions and increased productivity. Last 

but not least they demand short delivery times and additional services. “Now for instance it is the 

season of the rental companies and they order within one month 200 machines and they want to 

have them yesterday.”  

4.3.2.1.2 Suppliers 

Nonetheless, suppliers play also a major role in relation to the production company because 

without on time delivery, adequate capacity, costs and quality of components the work shop is 

not able to assemble the right products the customer needs when they need it. “Good supplier 

performance means quality, on time delivery and of course price.” We must make sure that they 

comply with these things throughout our relationship.” Regarding on time delivery it is 

important that parts are arriving at the negotiated time in order to avoid extensive stock levels or 

on the other hand to be short of parts resulting in the interruption of the assembly process. “So 

we follow orders through the ERP system to come in time according to the lead times given by 

suppliers. If issues arise we communicate and investigate this.” 

Secondly, the supplier must be able to produce the volumes of components expected by the unit. 

If the supplier does not have the capacity it might lead to quality issues or supply shortages. As a 

result, it is essential that “suppliers grow with us.” In this respect having multiple suppliers for 

critical components such as the engine is vital. “We have three suppliers for engines that are 

Honda, Hatz and Lombardini.”  
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Another important factor is the price of the supplied goods due to the fact that the components 

account for a considerable amount of the production cost. It is critical to negotiate a satisfactory 

price and payment terms without jeopardizing the quality, right composition of components or 

working conditions for the workers at the suppliers’ facility. “Talking about payment a very 

important target is that we use 60 days net payment period.” Hereby using especially local or 

regional suppliers can be advantageous in terms of cost and lead time. “We have capable 

suppliers not only in Bulgaria but also Romania and Turkey.”  

Lastly, quality is essential for the MNC as the company is known for their high quality, safe, 

environmental friendly and productive products. As the quality of supplies varies inspection at 

the work shop entrance and before the components enters the assembly process are performed. 

“We still find it necessary to control what comes here from local as well as suppliers from 

abroad. We still have a very intensive inspection process.” Additionally, the SQA audit team 

visits the suppliers on a regular basis to check according to an evaluation template consisting of 

several criteria whether the supplier is complying with all MNC´s quality standards. “We want to 

see whether they have the technical skills first to make the parts and capacity wise in order that 

we feel confident that they will deliver.” The unit in Rousse has roughly 320 national and 

international suppliers. In order for the suppliers to deliver exactly what the unit needs from them 

they in return need precise information regarding volume forecasts and quality criteria. “All of 

them demand a forecast from us for volumes regarding the whole year. But a forecast is a 

forecast and can be altered during the year. I try not to create wrong expectations because we let 

the market determine our production but in general the supplier must know how exactly we work, 

how we order and how we pay.” 

4.3.2.2 Labor market 

The labor market has a considerable impact on the production unit in Rousse as the company is 

strongly dependent on a supply of highly trained and skilled personnel. In comparison to the 

labor market legislation in Sweden it is not that flexible with the option of “labor bureaus to 

bring in temporary workers with limited contracts. We do not have such organization here, it is 

actually illegal.” In general, the production unit faces a fluctuating demand for their products. 

From March to June it is peak season with higher demands than the rest of the year mainly due 

the fact that construction projects and sites are starting up again following the winter months. As 
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a result the Bulgarian unit works with a kind of work hour banking system within a six months 

cycle. In the months were not so many orders come in the workforce works less hours sometimes 

only three days a week. During times of extensive workload the personnel has to work back the 

hours through overtime and weekends. “So the hours they did not work will be recorded and 

now that we are busy they work overtime and it is taken off the banked hours. You are of course 

bound to the legal limits of overtime as well as to the six month cycle meaning anything you have 

not worked back during the six months will be cleaned from the record in one way or the other.” 

Overall the labor costs in Bulgaria are on average the lowest within the EU. It is actually on a 

similar level as in China. Additionally, the official unemployment rate is around 12 percent “and 

among the age group of 18-25 years old it is around 25 percent.” As a result, due to the low 

average salary, high unemployment rate and significant increases in cost of living “many people 

are just emigrating and a lot of skills get lost.” The availability of employees in terms of shop 

floor workers is sufficient. “They are very competent, very willing to work and flexible.” On the 

other hand for instance “finding highly skilled and trained engineers is not that easy, mainly 

because we are situated in Rousse and not Sofia or Varna where it would be less difficult.” 

Besides, the unit requires young employees and “people who like to participate in the process of 

searching new solutions, [who] develop new products [,] improve existing products, have a new 

vision, fresh ideas, respond quicker to the customer needs and [know] how to go ahead quicker”.  

4.3.2.3 Financial market 

According to the respondents the financial market plays a significant role on the business of the 

Bulgarian unit. Especially, the financial crisis in 2008/2009 and following economic recession 

were “seriously affecting the investments in the construction business”. As a result less 

investment in infrastructure projects especially in Europe and North America led to the fact that 

fewer volumes of construction tools were needed. Additionally, the official Bulgarian inflation 

rate is approximately around 3 percent nevertheless “my personal view point is that it is much 

higher due the fact that the basic commodity prices for instance for food and fuel have gone up 

15-20 percent.” In the face of an average salary of ca. EUR 390 “such price increases really 

hurt the people”. In terms of exchange rate policy the Bulgarian unit has an advantage in 

comparison to the Swedish unit. Due to the fact that the main markets for both units are within 

the EU and the Bulgarian currency the Lev (BGN) has a fixed exchange rate to the Euro. BGN 
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1.955 equals EUR 1 resulting in the Bulgarian unit not encountering any currency fluctuation 

risks meaning that each time they receive the same amount of money for their products.  

4.3.2.4 Educational and training system 

The educational and training system is a further influential institution in regards to the 

production company in Rousse. As described earlier in the paragraph about the labor market “at 

a higher education level it can be difficult to get enough candidates.” In general the education 

system is well developed with many Bulgarians having a strong background in engineering, 

sciences or economics. Nevertheless, there are no language barriers as all of the interviewees 

were very well versed in English.  

4.4 Production unit China 

 

Location Tianjin, China 

Established 2007  

Employees 30 (2013) 

Turnover Ca. 1.8 MEUR (2012)  

Production Light compaction equipment including handheld motor drill breaker, 

rammer, roller and forward plate  

Rig mounted hydraulic breakers 

949 accumulated product output (2012) 

Facts Full assembly factory 

Shared facility with other MNC unit 

Table 5 Factsheet production unit China 

The unit in Tianjin is a rather newly established factory and is co- located with another MNC 

division namely the road construction equipment. Both divisions share the factory site and are 

part of the same business area, the construction technique which is one of MNC´s four overall 

business areas. The staff for the Tianjin unit accounts to 28 employees including engineering, 

purchasing, D&D, production and technical service staff. The other division employs 

approximately 150 people. In total 50 employees from departments such as finance and human 

resource are shared by both divisions. The machining of components is outsourced to suppliers. 

Therefore, similar as in Rousse, the factory in Tianjin is completely focused on the assembly of 



Global Sustainable Production 
W. Eibich & M. Hein 

73 
 

components to a wide range of construction tool products including light compaction equipment, 

handheld breakers and hydraulic breakers. In order to withstand the fierce and low cost based 

competition within the Chinese market many localization projects are carried out. Localization is 

concerned with finding local Chinese suppliers with the right quality, sufficient capacity, low 

cost and compliance with the MNC´s business ethics. The products assembled in Tianjin are 

exclusively sold on the Chinese market. 

4.4.1 Capabilities production unit China 

The following paragraph describes the capabilities of the Tianjin unit as well as values generated 

by these capabilities. In total five capabilities were selected by four or more respondents out of a 

total of six respondents. These capabilities refer to economic-based capabilities as described in 

the literature review. Nevertheless, the responses show that especially also social values are 

created by these capabilities. Accordingly, also natural values were selected.  

4.4.1.1 Capability (3) 

Capability (3) refers to: We know how to learn constantly from past successes and failures to 

improve processes through feedback, follow up and documentation. The 5-S production 

management system is an example for learning through feedback, follow up and documentation 

because “every day one of my colleagues [from the IMS department] works around the factory 

and records if there are problems as well as takes pictures” in order to provide adequate 

feedback. Nevertheless, the compliance with the five 5-S system has to be checked on a regular 

basis as not all employees are working and behaving according to this system. This system itself 

is also based on learning. It has been established by the unit itself and they recently “added the 

sixth S which refers to safety” as they learned from previous feedback and occasions that 

occurred in the workshop. A further example especially for following up to improve processes is 

how the unit works together with its suppliers. In order to improve the quality of components 

there is “a SQA [Supplier Quality Assurance] team which is around 5-6 engineers who are 

visiting all suppliers, main suppliers and trouble suppliers on a very regular basis and when it is 

critical they sleep there”. Thus the SQA team follows up on component quality and if 

specifications are met and based on that provides feedback to the suppliers. However, suppliers 

and their components still have to be checked regularly as quality is fluctuating. The economic 

value, chosen by three respondents, is prevailing. For instance, through learning educating 



Global Sustainable Production 
W. Eibich & M. Hein 

74 
 

suppliers about quality of components can be increased which results in less warranty claims 

lowering overall costs. Two respondents also selected natural values, such as less scrapping 

through improved processes saving resources. One respondent also mentioned the 5-S system as 

an example for social value creation for the employees because the work environment is safer.  

4.4.1.2 Capability (10) 

The second capability is number (10): We know how to work in cross functional teams by having 

regular technical and organizational meetings sharing information and knowledge throughout 

the unit. Throughout the interviews the researcher noticed that sufficient procedures are in place 

for different cross functional meetings such as the “technical committee meeting which we 

[Technical Service Department] have twice a month with marketing, production and 

purchasing” or “field situation meetings where we discuss all the open situations which 

happened out in the field with amongst others with D&D and production”. Also when 

developing new products the D&D team works cross functionally especially with the purchasing 

and production department as the D&D manager states “they are actively involved especially in 

the end when we have to do the serial production”. Also the production and purchasing manager 

confirms this “we work together whenever D&D has an idea and purchasing looks into the 

market and sees whether the market has the parts to offer”. The most value produced by this 

capability is the economic value with five responses. Particularly efficient communication 

through exchanging knowledge in meetings across departments and units gives ground for 

efficient and accurate decision making. But also a social and natural value is created with two 

responses respectively as employees can grow through attaining new knowledge from other 

departments within the unit. A particular for example natural value is lacking as it was not stated 

in the questionnaire nor did it evolve during the interviews. 

4.4.1.3 Capability (16) 

The last capability s is number (16) and deals with: We know how to lead and motivate our 

employees by involvement and development. This holds true for existing and especially new 

employees as “they are our VIP´s”. For all employees “we set performance objectives, we 

discuss with employees and get their agreement”. Additionally, there are “competence 

development plans for each white collar employee for each department”. One example of a HR 

assistant shows that by step-by-step increasing task difficulty employee skills are developed and 
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they are involved in company activities. “Our HR assistance is very new in the HR field. As an 

assistant you are responsible for basic administration like input of data, generating reports […] 

and process people’s attendance. She did a very good job and provided accurate data, her work 

was very efficient. So she wanted to learn more and grow within the HR field. As we were under 

some pressure within recruitment I delegated her to the recruitment specialist to support the 

recruitment process. There she could start with the blue collar worker recruitment which is 

easier. So in that way she can learn and develop because the HR specialist must train her in the 

new function and tasks. For instance, what task she should do within the recruitment process at 

what stage. By doing additional more challenging tasks she was able to attain more skills.” 

These examples show the research team that this capability is present at the unit. According to 

the respondents all three values are created with the economic one having the highest score of 

four responses. Specific and realistic performance objectives are set as well as motivating and 

developing employees makes them perform more efficiently. Also a natural value is created 

according to two respondents however no specific example was stated. Finally, a social value 

arises for the employees according to three respondents because people feel appreciated and 

involved.  

4.4.1.4 Additional capabilities  

Besides, also two additional capabilities were selected in the questionnaire by at least for 

respondents. Capability (1) refers to: we know how to repeatedly deliver the same high quality 

products in a flexible manner at low production costs within a certain lead time through 

standardized manufacturing processes and procedures. And the secondly selected capability is 

number (4) and is concerned with: we know how to radically improve our existing processes and 

products by constantly challenging our current ways of working by extending existing skills and 

attaining new knowledge. The reasoning for not further explaining these capabilities is provided 

in the analysis chapter.  
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4.4.2 Institutions China 

The institutions with the highest perceived influence on the Chinese unit are the product and 

service market with a score of 5.6, trailed by the government with a score of 4.6 and the 

educational and training system scoring 4.5 out of 7 possible points. The most important actors 

in the product and service market are customers, suppliers and competitors. An overview of the 

capabilities and their scores is shown in figure 3. 

 

Figure 3 Institutions China 

4.4.2.1 Product and service market 

The product and service market is composed of customers, supplier and competitors which are 

described subsequently. 

4.4.2.1.1 Customer 

Given the sheer size of the Chinese market “[…]today it is the single biggest market for road 

construction” and “the market in Europe is big […] but it is nothing compared to what has to be 

built in China”, it is important for the unit to develop products that satisfy customer demands. 

Hence, “whether the products meet customer needs is basic for business”. And demands of 

Chinese customer are different from the European and North American customers which the 
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units in Kalmar and Rousse supply to. The Chinese customer wants to buy construction tools at a 

lower price, so “[…] we have not to lower the quality but lower the specifications” meaning that 

the quality of a product is still according to the MNC standards, but the product life cycle is 

shorter. In addition, less product features are significant for the Chinese market which also 

lowers the price. Besides, “[…] the ergonomics of the people are different” and “the Chinese 

customer still likes a lot of noise” even though high noise levels are not related to more powerful 

tools. To put it in a nutshell “ergonomics, low noise and low vibration – this is not the needs of 

the Chinese customer right now”. Therefore, “we really need to adopt our machines to the 

Chinese market”. “If we come with European products they will also like it but we need to adapt 

our products to their needs” and to make them price competitive it is vital to have local 

sourcing, because “[…] a good idea depends not only on you but also how it will be accepted by 

the market”.  

Most of the products are sold via dealers who are “[…] buying equipment from different 

suppliers and then selling it to the end customers”. The reason behind that is that “a customer in 

construction wants to have a one-stop shopping”. Nevertheless, the Chinese government depicts 

the main customer as it is the institution that regulates road construction projects. “The growth 

rate is all depending on the government, […] because like in every country infrastructure is 

government related.” Especially “here in China definitively all the big infrastructure projects 

are decided in Beijing and they have a huge plan still for the next five to ten years”.  

The training of customers on how to use the products is considered as another institutional 

demand from the customer side because “most problems with the products occur due to badly 

taking care of the machines.” Therefore, “we need to educate them [customers] how to properly 

use them [construction tools].” 

4.4.2.1.2 Suppliers 

Besides the customers the suppliers play a critical role in the units day-to-day business as they 

deliver, based on divisional forecast, the components that are assembled to a finished product in 

the factory. The greatest challenge the production company faces is that “the quality of the 

suppliers is not always satisfying. So you do not get what you expect, you get what you inspect” 

that is one of the sayings and that is still correct.” On the one hand, when components do not 

comply with the quality standards and specifications it has major influences on the product 
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quality. On the other hand, […] sometimes due to poor quality of some components accidents 

happen. Also quality audits at the supplier have to be carried out on a continuous basis by the 

SQA team because “you have to inspect everything and it is not because the first delivery was ok 

that the second will be the same quality. And that keeps on being a big problem” meaning that 

the consistency of quality is not given but varies repeatedly. Thus the suppliers have an influence 

on the production company as they deliver components which are not conforming quality 

standards. But suppliers also have a demand which is based on an accurate forecast because the 

forecast can deviate to a great extent “for instance for hydraulic breakers the forecast was 700 

but then we started serial production and the number was cut into half”.  

4.4.2.1.3 Competitors  

Also competitors as a part of the product and service market have not so much a demand, but an 

influence on the unit in Tianjin as there are “more and more competitors on the Chinese 

market”. These competitors are international but also increasingly Chinese competitors.  

Additionally, the factory is competing with local companies for skilled employees as “they have 

also increased a lot their salaries […] to steal some good employees from other companies”. For 

example “[…] I had a couple of employees leaving for government regulated companies” 

because although the salary was slightly less than what the unit pays they offered additional 

benefits such as higher pensions. 

4.4.2.2 Government 

Besides the product and service market the C hinese government and the local government of 

Tianjin are important institutions which influence but also put demands on the unit in Tianjin. A 

strong demand that became evident is related to environmental regulations. Because “with the 

strong economic growth people and especially the Chinese government pay high attention to the 

environment.” Statements such as “ […] for emissions of the engines they [the government] start 

to be stricter and complicated because we can see the trend in China is to be on the same level 

than in Europe or the USA.” This is exemplified by the government who recently speeded up the 

regulations for engines. After the polluted winter engines must within less than a year all be T3 

instead of T2 engines in the Beijing, Shanghai and coastal area of China. Other demands are 

concerned with the emission levels of companies. Thus, “there are yearly external audits by the 

government checking on emission, water consumption and noise level”. Finally, the interviewees 
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responded that the general “business climate in China is a lot related to the government. We are 

anxiously waiting for the big announcement that they are going to invest”. These investments are 

especially related to infrastructure projects.  

4.4.2.3 Education and training system 

Also the education and training system influences the unit in Tianjin. Particularly, “the supply of 

talents and labor is critical for the development of business in China”. One challenge is to 

understand the education quality of the various universities as well as the different degrees. 

Especially for white collar workers only some degree studies of a few universities are relevant to 

the factory. And although China has “a big supply of talents” with millions of graduates every 

year, “the educational mechanism within university does not match so well with the companies 

requirements”. This resides in the fact that students do not get many chances to gather practical 

work experience, for instance through internships. This is manifested in an example stated by the 

HR manager “at university a graduate majoring in mechanical engineering learns how to make 

and read engineering drawings but when they come to the company they can’t do the work 

properly because the drawings are so different than the ones in the real world. There is a large 

gap between theory taught in school and real life problems for companies” Hence, intensive 

training is provided to the graduates to add practical knowledge to the theoretical knowledge 

from university. Besides that it was also mentioned that people are needed who take self-

initiative and independent workers so “self-management in the job” is needed.  

 

 

 

 

 

 

 



Global Sustainable Production 
W. Eibich & M. Hein 

80 
 

5 Analysis 

The analysis of the manufacturing units is carried out for each unit separately. The capabilities 

are juxtaposed with the institutions, their demands as well as influences in order to see if each 

unit has the necessary capabilities to react on the various institutional demands. 

5.1 Sweden 

5.1.1 Institution customer – efficiency demands 

The efficiency demands are that customer require high quality products for instance products that 

are durable and withstand tough working conditions. Furthermore, quality is characterized by 

long life time and longer service intervals. Another efficiency demand refers to lower prices 

products. Although the MNC is known for premium products customer are becoming more price 

conscious demanding good value for money. Besides, also short lead times are required by 

customers as the products are used in construction businesses which need the products 

immediately to start and continue working on infrastructure projects with tight schedules.  

5.1.1.1 Capabilities 

These customer demands are satisfied by capability (1) referring to the units ability to repeatedly 

deliver the same high quality products in a flexible manner at low production costs within a 

certain lead time through standardized manufacturing processes and procedures. It is part of 

operational improvement in which processes are improved among others through technical skills  

(Wu et al, 2010). One example that refers to this capability is concerned with the various in 

house production processes consisting for instance of machining, heat treatment and paint job. 

These in house processes enable the production unit to have control over quality as well as 

shorten lead times. Besides, the employees have many years of experience and are highly skilled 

in machining and heat treatment.  

In addition, the customer demands are satisfied by capability (16) which is the unit’s ability to 

lead and motivate employees by involvement and development. This capability is part of 

operational cooperation (Wu et al, 2010). In general, development is very important for the unit. 

For instance, every employee has at least 40 training hours and one performance appraisal per 

year.  
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This capability also has an effect on capability (17) which is important to satisfy the customer 

efficiency demands and refers to the unit’s ability to respond to changes in product volumes and 

types by quickly and easily moving personnel to different product machining and assembly 

stations. It is part of operational responsiveness which makes it possible to react on changing 

customer needs through redirecting production resources (Wu et al, 2010). The personnel at the 

Kalmar unit is very flexible due to the fact that the workers are trained to operate multiple 

machines in parallel as well as assemble different types of products.  

5.1.1.2 Sustainability  

Through the combination of the three capabilities mostly economic values for the customer and 

the production company and its shareholders are generated, because of higher productivity and 

reliability meaning that products are more durable and sustain longer periods of time without 

servicing. Secondly, as customers are satisfied this generates turnover for the production unit. 

Furthermore, as products are of high quality, less warranty claims occur saving costs for the unit. 

Besides, also social values are generated for the employees of the production company. Through 

involvement and development they feel more appreciated as well as attain knowledge and further 

skills.  

5.1.1.3 Imitability 

Capability (1) is difficult to imitate by competitors for instance because the heat treatment 

process is a unique production technology within the industry. There are only a few companies 

within Europe that are capable of managing such an operation. Besides, the skills and expert 

knowledge among employees in machining and in relation to heat treatment are acquired over a 

long period of time. Thus knowledge is tacit in form of personal experience and skills which 

reside within the individual and cannot be easily transferred.  

The risk of imitation of capability (16) and (17) is mediocre, because although the production 

unit and the affiliated MNC stand for a specific company culture in which development and 

involvement play a primary role. The company policy is not to pay the highest salaries but to 

offer its employees opportunities to participate in trainings or to work and experience other 

production companies abroad. Secondly, capability (17) is also grounded in the provision of 

trainings. As a result both capabilities can be copied because also other companies can execute 

internal trainings or hire training companies.  
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5.1.1.4 Demand satisfaction 

By having various capabilities that generate an economic but also social va lue the efficiency 

demands from the customers can in most cases be satisfied. Only the need for low cost products 

cannot be fully met by the production unit.  

5.1.2 Institution customer – legitimacy demands 

Customer legitimacy demands are concerned with product features including noise reduction, 

low emissions, low vibration frequencies, ergonomics and increased productivity.  

5.1.2.1 Capabilities 

This demand is satisfied with capability (10) referring to the units ability to work in cross 

functional teams by having regular technical and organizational meetings sharing information 

and knowledge throughout the unit. This capability is associated with operational cooperation 

(Wu et al, 2010). 

A decisive advantage is that the global D&D team for the entire division is situated at the Kalmar 

unit. Thus a lot of D&D experience, skills and knowledge are located at one place. Besides also 

the technical service department is located at the Kalmar unit and there is a good cooperation 

between D&D and the laboratory. Technical service provides direct information from the field 

and what product bottlenecks exist. Besides the laboratory contributes with product testing 

information but is also strongly involved in finding solutions as well as assisting in the 

development of new products. Through sharing information and knowledge in meetings across 

these departments, new products and product features are invented. Furthermore, portfolio 

meetings take place to agree on the product range and decide on new product developments 

based on the comments from marketing and divisional management which in turn receive input 

from customers.  

5.1.2.2 Sustainability 

Through capability (10) economic values are generated for the customer and the production 

company. The customers benefit from more efficient and ergonomic products as they require less 

fuel and can be used longer due to an ergonomic design and less vibration. Thus the customer 

productivity can be increased. Those products that satisfy customer demands the best in turn 

generate and sales and thus an economic value for the unit. By sharing information and 

knowledge cross functionally and having good relationships also a social value is generated for 
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the employees as this results in a better working atmosphere and it is inspiring for the employees 

to work in cross functional teams. Finally, also natural value is created because the unit always 

produces new products that are more energy efficient thus emitting fewer emissions to the 

environment.  

5.1.2.3 Imitability 

Capability (10) is very difficult for competitors to copy as the knowledge resides to a great extent 

within individuals, thus it is tacit. Besides, also the skills and competences that are shared across 

the departments are hard to imitate. Also patents are involved when it comes to product 

developments making the capability difficult to copy.  

5.1.2.4 Demand satisfaction 

Customers are highly satisfied as the unit is able to provide products and product features 

according to what the customers need in terms of more efficient and user as well as 

environmental friendly products.  

5.1.3 Institution supplier – influences 

Instead of demands, there are influences posed by suppliers referring to a timely delivery, low 

cost and high quality of components as well as sufficient capacity. The Kalmar unit is to a certain 

extent influenced by its suppliers. If suppliers deliver components too late production would be 

interrupted and the unit faces challenges in keeping their short lead times. Also if components 

from suppliers are of insufficient quality they cannot be used which also has a negative impact 

on meeting the lead times. Finally, also if a supplier drastically increases costs for components 

and the Kalmar unit is unable to find a substitution for this supplier, prices to the end customer 

would also increase making the product less competitive. Nevertheless, compared to the Chinese 

and Bulgarian unit, the Kalmar unit seems to be less influenced by insufficient quality delivered 

by their suppliers. One reason is that the unit has long relationships with its suppliers and they 

also work together on projects to find problem solutions or develop tools together. Nevertheless, 

there are still quality controls for incoming components in order to ensure the quality. Like the 

other units, the Kalmar unit has a SQA team that visits and evaluates suppliers to ensure that they 

comply with the company’s quality standards. These standards are ensured by means of a 

supplier evaluation sheet consisting of specific criteria related to quality, business ethics, social 

and environmental performance criteria.  
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Besides, the unit is not that heavily influenced by delivery times as it machines many 

components in house. Although to control delivery times the unit works with a smart planning 

system monitoring the level of stock and lead times from suppliers. If the unit runs out of stock 

the system reports a warning and new components can be ordered. In addition, the unit 

continuously works on improving the precision of this planning system. There is no specific 

capability related to this supplier influence. However, due to a very good cooperation and long 

relationships with many suppliers, the unit is able to keep the influences at a low level.  

5.1.4 Institution supplier – efficiency demands 

Next to the influence posed by suppliers, the research revealed an efficiency demand towards the 

production unit which refers to maintaining good relationships with their suppliers. Usually 

keeping up relationships is more related to a legitimacy demand. However, in this case it was 

found that engaging in relationship comes from the motive of getting more orders from the 

production unit rather relates to an efficiency demand.  

5.1.4.1 Capability 

This efficiency demand can be satisfied with capability (13) which refers to the unit’s ability to 

maintain healthy relationships to analyze the root cause and solve problems. This capability is 

connected to operational cooperation comprising of stable relationships with external supply 

chain partners (Wu et al, 2010). For example, with one of their suppliers they developed a tool to 

better machine components for further assembly. Consequently, the supplier in return received 

an order from the production unit for this specific tool. Moreover, the unit worked jointly with 

two suppliers to find a solution to a material related problem. Thus a project scope was set up, 

suppliers searched for a more suitable material and testing was carried out at their facilities as 

well as jointly at the production company. In the end, by working together with their suppliers a 

more suitable material was found, the relationship was strengthened and the supplier received an 

order from the Kalmar unit.  

5.1.4.2 Sustainability 

With capability (13) economic as well as social values are generated. However, an economic 

value for the suppliers is prevailing, because through good relationships with the production unit 

suppliers are able to show their competences, find problem solutions and in return receive orders 

from the production company. Thus by receiving orders from the unit, suppliers can generate 
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sales creating an economic value for them. In the empirical findings the creation of social values 

focuses more on the units employees. A social value in relation to capability (13) and the 

efficiency demand of the supplier could not be identified.  

5.1.4.3 Imitability 

The level of imitability for capability (13) is rather low because the capability refers to 

relationships. These healthy relationships with suppliers cannot just be copied by competitors as 

they evolve over time. Additionally, establishing close working relationships with suppliers 

demands other activities such as sharing knowledge, information and time which are also 

considerable efforts and investments competitors need to make to build up relationships.  

5.1.4.4 Demand satisfaction 

The Kalmar unit often works together and has good cooperation and relationships with its 

suppliers. Because suppliers are frequently involved in developing tools, improving components 

or solving technical problems suppliers also benefit from the relationships as they receive orders 

from the production company. Thus relationships are nurtured and an economic value is 

generated for the supplier resulting in their efficiency demands being fully satisfied.  

5.1.5 Institution competitors - Influences 

The unit in Kalmar is influenced by mainly low cost competitors originating from Asia. In order 

to keep up with their competitors the unit needs to be able to reduce production costs. The unit is 

for example working on a breaker which is 30 percent cheaper but has a shorter product life 

cycle and less features. Additionally, the unit is actively reducing their production costs, for 

instance by reducing their workforce, renegotiating prices or changing suppliers. Nevertheless, it 

is challenging for the unit to produce even cheaper products then their competitors. This is also 

because it does not lie within the overall company strategy as the MNC does not compete on 

price but rather through differentiation. A further influence refers to the risk that competitors 

copy ideas and technologies because it is not always followed up whether competitors are 

actually infringing the units’ patents. It is also possible that competitors avoid the unit’s patens 

by coming up with similar ideas and technologies that have the same function as the technologies 

patented by the Kalmar unit. Based on the above analysis it can be concluded that the unit is only 

to some extent able to react on the influences posed by its competitors. The unit can to some 

extent compete in introducing lower priced products within a relatively short time frame. 
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However, the unit cannot compete on price, although cost cutting measures are in place. 

Moreover owning, using and checking patents seems to be not adequately executed. 

5.1.6 Institution government - Legitimacy demands 

The demands from the government are based on environmental, health and safety regulations 

thus legitimacy demands. For instance, the local community requires the unit to have an energy 

plan in order to reduce the environmental impact and make the factory more energy efficient.  

5.1.6.1 Capability 

The unit is able to satisfy this demand as it has capability (33) which refers to the unit’s ability to 

monitor and report safety, health and environmental results to provide transparent information to 

stakeholders. This capability belongs to the natural capability of relationship EMC (Lee & 

Klassen, 2008) including environmental reporting. Moreover, it is part of the social capability of 

stakeholder integration (Sharma & Vredenburg, 1998) consisting of communication and joint 

problem solving with external stakeholders. In this regard, the unit also works together with 

external consultants to identify where the unit could improve and lower its impact on the 

environment. However, the points for improvement only referred to minor changes as the unit 

already reduced the facilities environmental impact considerably for instance by installing a 

ground water cooling system, insulation and the use of green electricity. Besides, also the unit’s 

waste separation and recycling system is stricter than demanded by local authorities.  

5.1.6.2 Sustainability 

Capability (33) creates economic, social as well as natural values. Having the ability to monitor 

and report the different results gives the unit a good understanding of the situation and what can 

be improved for example were the use of resources can be more efficient. This creates an 

economic value as raw material can be saved, but also a natural value as fewer natural resources 

are consumed. Additionally, through reporting a safe working environment is established 

resulting in less work related injuries and absentees saving costs, which in return generates an 

economic value. Additionally, this capability creates a social value for the employees as 

accidents, incidents and near misses are thoroughly followed up and root causes of unsecure 

activities are identified and eliminated.  

 



Global Sustainable Production 
W. Eibich & M. Hein 

87 
 

5.1.6.3 Imitability 

The risk of imitating capability (33) is on a medium level. For instance, there is high safety 

awareness among all employees because not only incidents and accidents but also near misses 

are actively reported and followed up. Near misses are situations in which something almost 

happened. By reporting near misses the unit can better identify safety bottlenecks and improve 

where needed before incidents or accidents happen. Nevertheless, it is not that difficult for 

competitors to copy this concept of reporting. Solely the awareness of safety and the active 

participation of employees in reporting safety related issues might take time for competitors to 

implement at their facilities.  

5.1.6.4 Demand satisfaction 

The legitimacy demands of the government are fully satisfied as the Kalmar unit is actively 

working with the mandatory energy plan. The unit sees it as a living document and is always 

looking into new ways of improving its environmental impact. Besides, considerable efforts have 

been taken to lower the use of energy etcetera. In terms of recycling activities the unit has an 

even more thorough recycling system then required by the government and local authorities.  

5.1.7 Institution financial market – influences 

The Kalmar unit is very much influenced by currency fluctuations. Therefore, the unit does as 

much purchasing as possible in EUR and takes loans in EUR´s to compensate the currency 

fluctuations. Taking these loans seems not to be difficult because the unit belongs to a large 

MNC. Nevertheless, the unit cannot influence the financial market and can only absorb the 

effects by operating in EUR as much as possible. Besides, also the financial crisis had in 

influence on the unit because sales volumes of construction too ls as well as investments in 

infrastructure projects were suspended, which is another influence which is beyond the units 

control. 

5.1.8 Institution labor market - influences 

Also the labor market has an influence on the production unit in Kalmar because it is not easy to 

find skilled and creative engineers. Therefore, the unit initiated a project with a local university. 

However, it is still challenging to find suitable candidates because Kalmar is not very 

industrialized, rather small and not well connected in terms of infrastructure. The research did 

not reveal any capability that matches with the influences posed by the labor market.  
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Institutional demands / influence  Capabilities Capability type 

(theory) 

Values Imitability Demand 

satisfaction 

Customer - Efficiency demands      

 High quality products Capability (1) Operational improvement Economic Low High 

 Lower priced products Capability (1) Operational improvement Economic Low Medium 

 Short lead times Capability (1) 

Capability (16) 
Capability (17) 

Operational improvement 

Operational cooperation 
Operational responsiveness 

Economic 

Economic & social 
Economic & social 

Low 

Medium 
Medium 

High 

 

Customer - Legitimacy demands      

 Product features incl. noise reduction, low 

emissions, low vibration frequencies, 

ergonomics, productivity increase 

Capability (10) Operational cooperation Economic, natural & 

social 

Low High 

Suppliers – Influence      

 Delivery time, cost & quality of components, 

capacity 

No capability  - - - 

Suppliers - Efficiency demand      

 Maintain relationships Capability (13) Operational cooperation Economic & social Low High 

Competitors – Influence      

 Fierce competition by low cost competitors  No capability  - - - 

 Risk of idea and technology infringement No capability  - - - 

Government - Legitimacy demands      

 Environmental, health and safety regulations Capability (33) Relationship EMC & 

Stakeholder integration 

Economic, natural & 

social 

Medium High 

Financial market - Influence      

 Currency fluctuations No capability  - - - 

 Financial crisis / economic downturn No capability  - - - 

Labor market - Influence      

 Difficult to find skilled and creative engineers No capability  - - - 

 Table 6 O verview analysis production unit Sweden 
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5.2 Bulgaria 

5.2.1 Institution customer - efficiency demands 

For the Bulgarian unit the customer efficiency demands are similar as for the Swedish production 

company due to the fact that both units serve the same customers. Consequently, the production 

company in Rousse also has to be able to respond to the customer demands of high quality 

products, delivered within a short lead time.  

5.2.1.1 Capabilities 

In order to satisfy the customer demand for high quality products the Bulgarian production 

company possesses capability (13) which accounts for the unit’s ability to maintain healthy 

relationships with each other to analyze the root cause and solve problems. It is linked to the 

operational cooperation capability which consists of working and collaborating cross 

functionally (Wu et al, 2010). Within the unit healthy relationships are characterized by trust 

between employees and an open working atmosphere where everyone can voice their opinion. 

For instance, in regular product quality meetings employees of different departments are actively 

working together to discuss product quality issues, the number of warranty claims etcetera. 

Working together closely with the IMS department, service and the D&D team is essential to 

investigate and find out the root cause of the malfunctioning products in order to guarantee the 

quality of a product. Furthermore, finding the root cause through team work is an essential step 

for learning and improving product quality.  

In addition, the customers` above mentioned efficiency demands concerning short lead times are  

satisfied by capability (1) that refers to the unit’s ability to repeatedly deliver the same high 

quality products in a flexible manner at low production costs within a certain lead time through 

standardized manufacturing processes and procedures. This capability is part of the operational 

improvement which entails the refining of processes through skills and routines (Wu et al, 2010). 

One aspect making it possible for the unit to meet short lead times is are the skills and flexibility 

among its employees. They have a certain can-do attitude and work overtime and during 

weekends when demand is high. In addition, standardized assembly manuals describing and 

depicting the assembly process step-by step make it possible to stay within the time needed for 

each product assembly. Besides, working according to the manuals ensures the same quality for 

each product as a further customer efficiency demand.  
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Besides, also capability (4) referring to the ability to improve processes and products by 

constantly challenging existing ways of working through extending skills and attaining new 

knowledge, makes it possible for the Bulgarian unit to respond to the demand of short lead times. 

This capability refers to an operational innovation (Wu et al, 2010) capability. An example of 

such an operational innovation is stated in the empirical findings chapter and refers to audit 

labels that were introduced as a result of a benchmark project. This system makes the incoming 

of goods less time consuming and increases the accuracy of inventory and in return contributes 

to meeting short lead times.  

Also capability (10) is important in order to meet the customer efficiency demand of short lead 

times. It refers to the unit´s ability to work in cross functional teams by having regular technical 

and organizational meetings sharing information and knowledge throughout the unit.  It belongs 

to the operational cooperation capability including gathering people together to discuss common 

actions and share information (Wu et al, 2010). An example of such a cross functional meeting is 

the daily meeting of purchasing, production and logistics and call-off staff. During these meeting 

the daily product orders are discussed and planned jointly, ensuring a smooth and efficient 

production process that is crucial in order to stay within the lead time. Also upcoming orders are 

discussed in order to safeguard that all components necessary for production are in stock.  

Capability (17) refers to the unit’s ability to respond to changes in product volumes and types by 

quickly and easily moving personnel to different product assembly stations. It is part of the 

operational responsiveness capability which refers to meeting changes in customer needs by 

redirecting company resources (Wu et al, 2010). For example when larger orders from rental 

companies are received the unit can move personnel flexibly around in assembly according to 

which products are needed. This is possible because employees can assemble different products 

and not only one sequence of an assembly process, but an entire product from start until the end. 

Besides, also the above mentioned attitude of employees to work overtime is important to 

respond to changes in product volumes.  

5.2.1.2 Sustainability  

Referring to capability (13) good relationships make it possible to use everyone’s expertise and 

knowledge in order to find root causes and solve problems faster. This generates an economic 

value for the customer because quickly being able to identify and solve problems results in less 
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still stand on the customer’s construction sites. Also through learning and improvement the 

number of warranty claims to the unit can be reduced which in return creates an economic value 

for the unit. Besides, good relationships between colleagues make work easier, more pleasant 

and negative stress is reduced which also generates a social value for the employees.  

Through capability (1) and especially referring to short lead times, economic values are 

generated for both the customer and the production company. Because customers rece ive the 

products within a short period of time they can start their construction projects within short 

notice, creating economic values for them. For instance, if a product delivery takes too long, 

customers might lose money or even a construction tender as they cannot start working 

immediately. As the customer center receives products within only a few days, there is also an 

economic value for the unit, as it receives invoice payments faster from the customer center. 

Additionally, working according to standardized processes and procedures also create a natural 

value because the amount of resources and waste production can be reduced. 

The values generated by capability (4) are congruent with the economic values mentioned in the 

previous paragraph for capability (1). Besides, it was found that a social value is created for 

customers as new and innovate products are, according to the MNC strategy, always more user 

friendly then previous products. The same applies for the creation of natural values because new 

products are also always more efficient emitting less noise and emissions.  

The economic values in relation to short lead times created through capability (10) are the same 

as for capability (1). These are that customers receive products with a short delive ry time and the 

unit in return receives invoice payments faster. In addition, there is also a social value created for 

the employees as similar to capability (13), because good team work and relationships contribute 

to a good work atmosphere.  

With capability (17) again mostly economic values for the customer and the production company 

are generated as already described in the latter two paragraphs. Besides also a social value is 

created for the employees because they are able to assemble entire products and they can 

assembly various types of products which is interesting for them and keeps them motivated.  
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5.2.1.3 Imitability 

The difficulty for competitors to copy capability (13) is at low level because this capability is 

built on relationships. It will not be that easy to imitate good relationships within a short period 

of time, because they need time to develop and also a certain level of trust between the 

employees.  

It is challenging for competitors to copy capability (1) present at the Rousse unit. Especially, the 

employees’ motivation and can-do attitude making short delivery time possible cannot just be 

transferred to competitors´ personnel. As a matter of fact this attitude is not a tangible resource 

that is for sale. Therefore, competitors need to build up this attitude which requires time, efforts 

and a certain mindset of its employees in order to be able to copy this capability.  

It will be difficult for competitors to copy capability (4) because this operational innovation 

capability of the Rousse unit builds on several tacit and cross functional as well as cross unit 

skills. Especially, the benchmark project carried out with a unit from one of the other MNC 

divisions shows that skills, knowledge and experience are shared and lie within different 

departments but also units which makes it challenging for competitors to identify and 

consequently difficult to imitate capability (4).  

The level of imitability for capability (10) is mediocre because competitors can as well initiate 

regular organizational and technical meetings to better share knowledge across departments. 

Nevertheless, the willingness of employees to share and their team player attitude reside within 

individuals making it not too easy for competitors to copy capability (10). Therefore, the 

difficulty to copy is ranked medium.  

The difficulty for competitors to imitate capability (17) is low. Particularly because it is closely 

connected to the employees’ willingness to work overtime which is more an intangible resource 

as previously described for the imitability of capability (1).  

5.2.1.4 Demand satisfaction 

The customer satisfaction level in terms of quality is ranked on a medium level. The unit is 

making steading quality improvements also by working together closely with suppliers and 

through the learning effect as described above. However, the unit indicates that there is always 

room for improvement and the number of warranty claims should be reduced further in the 
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future. Therefore, the customer demand is satisfied to a mediocre extent. The unit’s customers 

are satisfied with the time of product delivery. Nevertheless, when demand is high the lead times 

cannot always be fully met. Therefore, the satisfaction leve l is ranked on a medium level. This 

holds true for capability (1), (4), (10) and (17) which all contribute to shorter lead times.  

5.2.2 Institution customer - legitimacy demands 

Accordingly, the customer legitimacy demands are similar to the ones inherent to the Swedish 

production unit. These demands include product characteristic that create benefits to both the 

user and the environment by lower noise levels, less vibration, more ergonomic designs, 

increased productivity and lower emissions. The production unit in Rousse does not have a 

specific innovation capability that can directly satisfy this customer efficiency demand. 

Especially, because the global D&D team is situated in Kalmar which for instance has the project 

lead when it comes to designing and developing new products such as light compaction plates. 

However, both units work together on new product developments. Nevertheless, in the Rousse 

unit products are not radically changed or innovated but more adapted product types are designed 

which are based on the previous products. But because the unit is working together closely with 

the D&D in Kalmar they can offer products to their customers with the above mentioned product 

specifications.  

5.2.3 Institution supplier – efficiency demands 

The suppliers’ efficiency demand refers to the forecasts received by the production company. In 

order for suppliers to deliver the exact quantity of components they require adequate forecasts 

for the whole year from the production unit. There was no capability identified in the research to 

satisfy this customer demand. As a result the forecasts are not always very precise and it is 

difficult for the suppliers to anticipate the expected volume of components. To some extent the 

unit is able to adjust forecasts based on their experience. Nevertheless, it is still difficult to give a 

correct yearly planning to their suppliers. This is based on the fact that forecasts are not solely 

done by the production unit, but together with marketing & sales and divisional management.  

5.2.4 Institution suppliers – influences 

Suppliers also have a strong influence on the production company in terms of delivery, costs and 

quality of components as well as capacity. Although the unit is actively working on affecting 

supplier influences, the unit is not yet fully able to do so. Also the research did not reveal a 
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capability that is specifically directed towards their suppliers. The unit has put in place a big 

purchasing team with a SQA team that frequently visits suppliers to ensure their quality but also 

to help them to improve their quality and delivery time. This is also necessary so that suppliers 

can grow with the unit and in return can comply with the quality, delivery time and capacity 

needs of the unit. Nevertheless, the efforts are not sufficient enough as the unit still controls all 

parts received from suppliers and thus have a very intensive inspection process.  

5.2.5 Institution labor market - efficiency demands 

The labor market demand refers to higher salaries as the cost of living is increasing drastically 

and inflation is at a high level. But there was no capability identified to satisfy this demand 

especially because the MNCs philosophy is not to pay highly competitive salaries but instead 

offer other benefits such as development.  

5.2.6 Institution labor market - legitimacy demands 

In Bulgaria there are no employment agencies interceding temporary emp loyees as it is against 

the law to employ temporary workers. Thus the legitimacy demand posed from the labor market 

is to employee people permanently. That means the unit cannot just employ more workers in 

high season and lay them off in low season. However, the unit managed to deal with these 

circumstances and developed a banking system for each employee´s hours worked where more 

hours are worked in high season which can be taken off in low season. As a result, employees 

receive their salaries continuously during high as well as low season. They also agree with this 

flexibility as they say that it is not a problem for them to work overtime. Through operating this 

banking system the production unit as able to satisfy the legitimacy demand posed from the labor 

market. 

5.2.7 Institution labor market – influences 

Due to the brain drain phenomenon that more and more people are emigrating it is difficult for 

the unit to find highly skilled and trained engineers especially because Rousse is not so attractive 

such as big cities like Sofia and Varna. This influence of the labor market can have a significant 

impact on the production unit. However, at the moment there is an employment ban in the unit so 

no new employees are hired. Nevertheless, if employees are hired again in the future and the unit 

does not have a capability to attract candidates, besides also not paying competitive salaries, the 

unit will face considerable challenges and will not be able to counteract this influence.  
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5.2.8 Institution financial market – influences 

There is a considerable influence from the financial markets impacting the unit in Rousse. 

Especially, due to the recession fewer investments in infrastructure projects were made. This 

shows a relatively high dependency on the happenings in the overall economic situation and 

financial sector of the European and also North American markets that the unit supplies to. 

Besides, also the inflation rate in Bulgaria has an indirect impact on the unit which seems to be 

even higher than officially stated. As a result the unit’s employees are struggling to pay their cost 

of living. Therefore, the unit tries to absorb these consequences by offering free transportation to 

and from the workplace as well as provides free lunch. Nevertheless, affecting the influences of 

the financial market lies beyond the control of the manufacturing unit in Rousse as the unit 

cannot pose any type of influence on the financial markets but just try to absorb the results.  

5.2.9 Institution education and training system – influences 

Similar to the influences posed by the labor market, it is difficult on a higher education level, to 

find enough employees. This is to some extent based on the brain drain phenomenon, the units 

location and because the unit does not pay competitive salaries. Besides, the unit would also like 

to employ candidates who already have some practical work experience. Therefore, it runs 

summer internships since three years to provide a practical work opportunity to students from the 

university in Rousse. Additionally, the unit cooperates with the university participating in the 

local job fair. Because finding experienced employees is challenging the unit now looks for 

younger, less experienced candidates and trains them according to the MNC standards and their 

ways of doing things. Thus the production company cannot affect the influence of the education 

and training system as there is no capability. Instead the production company has put activities in 

place in order to handle the situation and absorb the influences.  

As mentioned in the empirical findings there are three additional capabilities. However these 

capabilities have been excluded from the analysis because of the following reasons. For 

capability (3) referring to the units ability to learn constantly from past successes and failures to 

improve processes through feedback, follow up and documentation no relevant examples could 

be identified from the interviews or in the questionnaire. Capability (9) refers to the ability to  

adjust the ERP system so that information about stock levels, costs, specifications, lead times etc. 

is always up to date to better serve the customer needs. This capability is not evident at the 
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Rousse unit because product orders are received by email and then have to be inserted manually 

into the planning system which is not very efficient as it costs time and resources. Finally, 

capability (15) has been excluded referring to the unit’s ability to make new employees part of 

our culture and integrate them into the organization by training them and informing them about 

how things are done at the MNC. There was not enough evidence found for capability (15) as no 

current example was given also due to the fact that there is an employment ban and no new 

employees are hired. 
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Institutional demands / influence Capabilities Capability type Values Imitability Demand 

satisfaction 

Customer - Efficiency demands      

 High quality products Capability (13) Operational cooperation Social & economic Low Medium 

 Short lead times Capability (1) 
Capability (10) 

Capability (17) 
Capability (4) 

Operational improvement 
Operational cooperation 

Operational responsiveness 

Operational innovation 

Economic & natural 
Economic & social 

Economic & social 
Economic, natural & social 

Low 
Medium 

Low 
Low 

Medium 

Customer - Legitimacy demands      

 Product features incl. noise reduction, low 

emissions, low vibration frequencies, 

ergonomics, increased productivity, frequent 
new models 

No capability - - - - 

Suppliers - Efficiency demand      

 Volume forecast No capability - - - - 

Suppliers – Influence      

 Delivery, cost & quality of components, 

capacity 

No capability - - - - 

Labor market - Efficiency demand      

 More competitive salaries No capability - - - - 

Labor market - Legitimacy demand      

 No temporary workers No capability - - - - 

Labor market – Influence      

 Brain drain No capability - - - - 

Financial market – Influence      

 Financial crisis / economic downturn No capability - - - - 

 High inflation rate No capability - - - - 

Education and training system – Influence      

 Difficult to find skilled candidates at a higher 

education level 

No capability - - - - 

Table 7 O verview analysis production unit Bulgaria 
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5.3 China  

5.3.1 Institution customer – efficiency demands 

Contrary to the European and North American customer, the Chinese customer efficiency 

demands refer to less product features and also low cost products. Especially capability (1) and 

(4) are important for the Tianjin unit to meet these demands. However, these capabilities are not 

present, although they were selected in the questionnaire. The following paragraphs justify why 

these capabilities are not present.  

Capability (1) deals with the unit’s ability to constantly deliver the same high quality products in 

a flexible manner, at low production cost and a certain lead time by having standardized 

manufacturing processes and procedures. There are challenges in delivering repeatable quality 

due to the fact that incoming components from suppliers are not continuously complying with 

quality standards and specifications. Besides, also the low production costs cannot be met. In fact 

the unit’s product volume is currently low and since relatively few products are produced 

economies of scale cannot be exploited. Also suppliers are located more than 1,000 kilometer 

which adds to the production cost of the products. Finally, the lead time cannot  be met as it is 

often delayed. Based on the above analysis the authors argue that this capability is not present at 

the unit. Thus also the customer demand of low cost products cannot be satisfied.  

Capability (4) deals with radically improving processes and products by constantly challenging 

ways of working by extending existing skills and attaining new knowledge, which is essential in 

order to adapt products to Chinese customer needs. The ingredient for radically improving 

existing processes and products and challenging the way of working seems not to be present 

which refers to taking initiative and independence of employees. As one manager claims he 

would like to have a team that can develop new products without him. This initiative and out-of-

the-box thinking is important for challenging current ways of doing things and improving 

processes and especially innovating new products. Based on these findings the authors argue that 

capability (4) is not present at the Tianjin unit and the customer demand of products with fewer 

features cannot be satisfied. 
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5.3.2 Institution customer – legitimacy demands 

A legitimacy demand posed by customers refers to product trainings. When it comes to product 

trainings the unit already gives trainings to its dealers which then train end customers. Despite 

these trainings products are not handled correctly resulting in frequent servicing of the machines. 

For instance, if a handheld breaker is not used with the right angle the chisel breaks. The 

question is whether the unit, through its dealers, can provide more or improved trainings or 

whether it is on the customers’ side to read product manuals thoroughly before usage. As there is 

no capability referring to the customer, this legitimacy demand cannot be satisfied.  

5.3.3 Institution suppliers – efficiency demands 

An efficiency demand from the suppliers is to receive adequate forecasts from the production 

unit. Nevertheless, there is no capability related being able to establish adequate forecasts. 

Therefore, the demands from the supplier cannot be satisfied. One reason is because forecasts are 

not only prepared by the Tianjin unit but together with the marketing department and customer 

center in Shanghai as well as divisional management. Although there were several occasions 

where the forecast was way too high compared to the actual production, an overall learning 

effect was not noticed and new forecasts are again considerably high compared to  last year’s 

actual production. In addition, as the government is the main customer deciding to invest or not 

in an adhoc manner this adds uncertainty to the forecasting. 

5.3.4 Institution supplier – influences 

Although the unit encompasses capability (3) and capability (10) they are not able to impact on 

the fluctuating quality of components delivered by suppliers. According to a manager the 

understanding of quality is something that the Chinese do not really know yet and it is a question 

of mentality. Hence, although having the ability to work together across functions, also with 

suppliers, and learning from past successes and failures the unit is not fully able to react on the 

influences of inconsistent quality delivered by suppliers.  

5.3.5 Institution competitors – influences 

The production company is influenced by its international competitors and other local companies 

as they compete for skilled employees. Although no distinct capability has been mentioned when 

referring to competitors, the unit exploits its affiliation to a MNC which makes it possible to 

compete for skilled employees to a certain extent. On the one hand, the unit is able to attract new 



Global Sustainable Production 
W. Eibich & M. Hein 

100 
 

employees, especially due to its company culture and the benefits of belong to a well-known 

MNC. These benefits are the company’s international environment and to travel outside of China 

which especially attracts young people. But on the other hand, although the Tianjin unit has an 

employee turnover of 6 percent which is 4 percent lower than the Chinese national average, there 

are limitations in attracting and keeping employees. One reason is that it is complicated within a 

European company to give high salary raises such as competitors do. Because paying high 

salaries and having high differences among employees is not the MNCs way of working. Thus 

they cannot compete with the high salaries that their competitors pay. Another reason where the 

unit cannot compete, particularly with government regulated companies, are the employee 

benefits such as higher pensions. Thus the unit is only to some extent able to attract and retain 

skilled employees. Thus to some extent the unit is able to absorb the influences, but some 

influences are also beyond its control to impact. As mentioned under the efficiency demand of 

the customers demanding low priced products with less features, the unit is not able to supply 

these. This makes the unit also less competitive in comparison to local and international 

competitors which are able to provide products with fewer features at a lower cost. Hence, the 

unit is not competitive and cannot react on the influence of its competitors.  

5.3.6 Institution government - legitimacy demands 

There is no specific capability related to this institutional demand. Also capability (3) which the 

unit has refers only to sharing knowledge within the production company. Otherwise, if the unit 

would also have the capabilities (11) or (14) to share knowledge with other units such as Sweden 

and Bulgaria there would be a high possibility for the unit to meet this customer legit imacy 

demand. Because the unit’s status of belonging to a MNC could be exploited as the T3 engine 

technology required by the Chinese government is already used at the units in Europe. Therefore, 

at present the unit is not able to satisfy the government’s legitimacy demand.  

5.3.7 Institution government – influences 

There is no capability at the Tianjin unit that corresponds with the governments influence on the 

business climate and investments. The influence is rather strong as infrastructure projects are 

government regulated and the government decides whether it invests in infrastructure or not. 

Moreover, the government has an influence and impact on the general business environment as 
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China is not a full market economy yet and still heavily controlled by the government. The unit 

is not able to influence the Chinese government and can only try to absorb the influences.  

5.3.8 Institution education and training system – legitimacy demands 

Finally, there is a legitimacy demand from the education and training system refering to the 

training of graduates as their education is too theoretical and lacks practical work. Furthermore, 

there is big gap between what graduates learn in university and what the work life demands from 

them. Finally, there is also need train and encourage self-management and self-initiative.  

5.3.8.1 Capability 

This demand can be satisfied with capability (16) that refers to the ability to lead and motivate 

employees by involvement and development. This capability is part of the operational 

cooperation which in a broader sense brings people together to share information (Wu et al, 

2010). By having this capability of development and motivation the demand of graduates in need 

of trainings can be satisfied. That way intensive training provided by the unit bridges the gap 

between theoretical knowledge gained during their studies and real work situations. This also 

relates to the MNC culture focusing on personal development and training. 

5.3.8.2 Sustainability 

By involving and developing employees a social value is generated for the employees as they 

feel appreciated, empowered and have the right skills to perform their work. This in return also 

creates and economic value for the unit because motivating and developing employees makes 

them work more efficiently. 

5.3.8.3 Imitability 

The difficulty for competitors to copy capability (16) is at a medium level. Of course, 

competitors can also easily initiate trainings and involve their employees. Nevertheless, the 

capability is also coupled with the MNC company culture which cannot be copied that easy as it 

is built on tacit knowledge and build up for several years. 

5.3.8.4 Demand satisfaction  

By having capability (16) the demand of graduates in need of trainings can be fully satisfied as 

trainings are successful and skills and knowledge can be increased. Besides, the employees have 

plenty of opportunities to participate in training also abroad and get involved in the company.  
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Institutional demands / influence Capabilities Capability type 

(theory) 

Values Imitability Demand satisfaction 

Customer - Efficiency demands      

 Low cost products No capability  - - - 

 Less product features  No capability  - - - 

Customer - Legitimacy demand      

 Training  No capability  - - - 

Suppliers - Efficiency demand      

 Volume forecast No capability  - - - 

Suppliers – Influence      

 Inconsistency of  component 

quality  

No capability  - - - 

Competitors – Influences      

 Competition for skilled employees No capability  - - - 

 Fierce competition No capability  - - - 

Government – Legitimacy demand      

 Stricter environmental regulations No capability  - - - 

Government – Influence      

 Business and investments  No capability  - - - 

Educational and training system – 

Legitimacy demand 

     

 Training of graduates  Capability (16) Operational cooperation Economic & social Medium High 

Table 8 O verview analysis production unit China 
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6 Conclusion 

In the concluding chapter we discuss the findings of our study. Accordingly, the first sub 

research question will be answered concerning institution and their demands as well as 

influences in differently industrialized countries. Secondly, the identified capabilities among the 

different manufacturing units are presented under sub research question two. Last but not least 

the overall research question is answered. 

6.1 Research question 1 

What are demands of institutions in developed and emerging countries that impact on a 

manufacturing unit? 

Subsequently to the analysis of the empirical findings the researchers are able to determine the 

most important institutions as well as their demands and influences on production companies 

located in developed and ECMs. Besides institutional demands there were also institutional 

influences revealed within the research study. Influences relate to the fact that units can either 

respond to them like in the case of demands or if the influence is beyond their control they can 

only absorb them.  

Customer demands for the Swedish and Bulgarian unit are very similar because both units 

develop, manufacture and sell hydraulic, pneumatic, and petrol driven equipment for the purpose 

of demolishing, compacting and drilling to mostly European and North American customers 

within the construction and mining industry. Their first line customer is the central distribution 

center located in Belgium which further distributes the products worldwide to the end customers. 

The end customer demands are primarily efficiency based meaning to get a higher productivity 

and reliability from the products. This means that the products need to be of high quality 

including durability to sustain tough working conditions and longer service intervals. Moreover 

customers within the construction business need products immediately due to infrastructure or 

construction projects being under the constraint of tight deadlines resulting in the customer 

demand of short delivery time. Both of these demands are strongly linked to the creation of 

economic values by better overall cost ratios and faster availability of products.  
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On the contrary customer legitimacy demands relate to highly engineered products with many 

value adding features such as low noise level, low vibration frequencies, less emission, better 

ergonomics and increased productivity. These features contribute to the user and environmental 

friendliness creating a social value as well as natural value but also an economic value due to 

saving cost on fuel and enabling the worker to be more productive.  

The demands of the Chinese customers are different to the ones of mature markets. They are still 

mainly grounded on an efficiency rationale meaning that the Chinese customer is very price 

focused. As a result, the products need to be inexpensive with fewer features. Moreover there is a 

legitimacy demand connected to trainings. From the research it became apparent that many 

warranty claims are connected to the misuse of the products.  

In the case of suppliers the Bulgarian- and especially Chinese unit are influenced by the 

inconsistency of quality for supplied components. As a result, extensive efforts and time are put 

in the manual inspection of incoming goods. On the contrary, in Sweden the unit only performs 

random sample checks as they have long established and healthy relationships with most of their 

high standard suppliers. This is characterized by the fact that they develop materials and machine 

tooling together as well as learn from each other. Moreover many in house production processes 

such as heat treatment and machining lead to the fact that the unit is less dependent by supplier 

quality and delivery precision. Additionally, the unit machines and assembles less product types 

as the other two units reducing the number of suppliers.  

For products such as handheld breakers all three production units face similar competitive 

influence. Except, the Chinese unit faces additional local low cost competitors only operating in 

the Chinese market. In general, the units do not compete on price but through differentiation by 

offering highly engineered, value adding products for a premium price. In this respect the initial 

investment for the company’s products are high but operation costs are lower in comparison to 

competitors.  

The units in Sweden and Bulgaria face some risk of idea and technology infringement. 

Interestingly, the Chinese unit is not copied because until this point of time the unit’s products 

are to over engineered for the Chinese customer which demands more simple and cheaper 
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models. Nevertheless, the Chinese unit particularly is influenced through headhunting of trained 

employees by competitors who are able to pay higher salaries. 

The government has primarily legitimacy demand towards the units in terms of complying with 

environmental, health and safety regulations. Within China the government plays a more 

predominant role adding to uncertainty because it is the main customer deciding about 

investments into the country’s infrastructure projects. Besides, it owns several competing 

construction tool manufacturers. 

The financial market mainly influences the Swedish and Bulgarian unit. Sweden is strongly 

affected by currency risks evolving due to the fact that the unit operates in SEK and sells in 

EUR. Following the weakening EUR due to the depth crisis among countries within the Euro 

zone the profitability of the Swedish unit was strongly affected. Moreover both European units 

were strongly influenced by the economic downturn and following sluggish growth in mature 

markets since 2009. As a result fewer investments were done in infrastructure and construction 

projects heavily impacting the sales volumes for construction tools. The unofficial high inflation 

rate within Bulgaria has a strong influence on the employees as they have on average the lowest 

salaries compared to other countries within the EU.  

In the following, the labor market has the strongest influence on the units in Sweden and 

Bulgaria as it is difficult to find experienced, skilled and creative engineers. Firstly, Kalmar is a 

rather small and not so industrialized city which is less attractive for a skilled workforce. 

Secondly, Rousse and Bulgaria in general encounter the phenomenon of brain drain meaning that 

many skilled people leave the area mainly due to low average salaries and a high unemployment 

rate. A further influence on the Bulgarian unit is the inflexibility of the labor market. Compared 

to Sweden, temporary workers with limited contracts for the peak season in production hired 

through employment agencies are against the law. 

Lastly, the education and training system influences the Chinese and Bulgarian unit. Both units 

face difficulties to hire suitable candidates with a higher educational level. Within China 

university engineering graduates are too theoretical. During their studies they mainly face too 

ideal problems and drawings under perfect conditions with linear measurements and shapes. But 

in the real world engineering challenges often need creative and out of the box thinking. In 
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addition, students since elementary school are broad up in a very traditional and hierarchical 

learning environment receiving clear orders and learning by heart. Moreover, another challenge 

is the English language. As a result new employees have to get used to and need to be trained 

towards the more self-initiative and international working environment of a Scandinavian MNC.  

In general, it can be concluded that most of the demands and influences are efficiency based and 

originate from institutions in the organizational field. Hereby, the customer is the most 

significant focus of the units. In China especially the government has a strong influence on the 

business as it is the main customer, owns local competitors and is the driving force within a 

planned economy. Different characteristic between developed and ECMs became clear 

indicating that emerging markets still are price sensitive and quality is not on such a high level as 

in mature markets. Moreover instead of market mechanisms, the government decides adding to 

uncertainty and difficulty to make adequate sales and production forecasts. 

6.2 Research question 2 

What are distinctive capabilities of different manufacturing units located in developed and 

emerging countries?  

After analyzing the empirical data the researchers are able to determine different sets of 

distinctive capabilities for each production company in developed and emerging country 

markets. In addition, the values generated by these capabilities and their level of imitability are 

determined. Finally, also the satisfaction level achieved by the capabilities is appraised.  

6.2.1 Sweden 

The Swedish manufacturing unit has a set of six distinctive capabilit ies of which five refer to 

economic capabilities and one capability refers to a social capability.  

The operational improvement capability (1) is essential because through this capability the unit 

as able to satisfy various customer efficiency demands creating an economic value for customers 

and the unit. Nevertheless, the need for lower priced products can only be satisfied to some 

extent as Sweden is a country with high production cost relative the units in Bulgaria and China. 

The capability relates to high quality, flexibility, low production cost as well as short lead times 

and is achieved by constantly improving skills, processes and routines. Because skills and 

knowledge are of tacit nature the capability is difficult for competitors to copy.  
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Capability (10) refers to an operational cooperation capability which refers to knowledge and 

information sharing across departments. In the Kalmar unit the capability serves as a prerequisite 

for innovation in terms of new products or product adaptations. This makes it possible to highly 

satisfy customer legitimacy demands on certain product features. Although it is an economic 

capability, it generates also natural values for the environment as well as social values for 

customers and employees. Capability (10) is difficult to imitate due to the intertwined and cross 

functionally located D&D skills, technical knowledge, experience and patents.  

Also capability (13) is related to operational cooperation as it deals with relationships to find root 

causes and solve problems. It responds very well to supplier efficiency demands thus creates an 

economic value for suppliers and in a broader sense social value for employees. Imitability is 

rather low as relationships evolve over time and are difficult to copy.  

Further referring to operational cooperation is capability (16) which is focused on the motivation 

of employees by involvement and different development activities. For employees a social value 

is generated but also the unit benefits from motivated and skilled employees. Motivation and 

acquiring further skills is particularly important to highly satisfy customer efficiency demands as 

in the Kalmar production company. Although motivation is not that easy to copy, trainings and 

development can also be carried out by competitors thus the difficulty to imitate this capability is 

mediocre.  

Capability (17) relates to operational responsiveness making it possible to flexibly move 

personnel in the assembly and machining workshop to respond to changes in product volumes 

and types. The capability is important as it contributes to a high satisfaction of customer 

efficiency demands. Hence, an economic value for the customer and social value for employees 

is created. As the flexibility is based on trainings which can be also held by competitors the 

difficulty to copy capability (17) is mediocre.  

Contrary to the other capabilities present at the Kalmar unit, capability (33) is concerned with 

legitimacy thus relates to a social capability. It refers to the relationship EMC and stakeho lder 

integration by monitoring safety, health and environmental results to provide transparent 

information for the unit’s stakeholders. The capability is evident across various departments of 

the unit especially in relation to the reporting of safety and environmental related issues and 
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activities. Thus also the governments’ legitimacy demands are highly satisfied and natural values 

are generated for the environment, social values for the community and employees and also an 

economic value for the unit is created. Because reporting structured can also be introduced by 

competitors the level of imitability is mediocre.  

6.2.2 Bulgaria 

The research revealed five distinctive capabilities at the Bulgarian production company all 

referring to economic based capabilities.  

The same as for the Swedish unit the operational improvement capability (1) is vital because by 

having this ability the unit is able to satisfy customer efficiency demands creating an economic 

value for customers and the unit. Additionally, it was also found that natural values for the 

environment are generated by capability (1) since standardized procedures reduce scraping and 

waste. However, there is room for improvement as the Bulgarian unit is not as successful as the 

Swedish unit because demand satisfaction in relation to short lead times is at a medium level. 

The capability relates to high quality, flexibility, low production cost and short lead times 

achieved by constantly improving skills, processes and routines. Correspondingly with the 

Swedish production company also in this case skills and knowledge are tacit which is why 

capability (1) is difficult for competitors to imitate. 

Capability (4) refers to operational innovation and at the Bulgarian unit especially relates to 

radical process improvements and changes through challenging current ways of working by 

attaining new skills and knowledge. This is vital for the unit to further improve on their lead 

times to satisfy customer efficiency demands which are at a medium level as mentioned above. 

Besides creating an economic value for the customer as well as unit, also social values for the 

personnel and natural values are generated. Again also this capability is built on tacit knowledge, 

competences and skills so it is difficult for competitors to copy.  

In congruence with the Swedish unit, the Bulgarian unit also possesses an operational 

cooperation capability (10) which is related to cross functional team work through meetings 

where information and knowledge are shared within the unit’s different departments. Amongst 

others also this capability contributes to steadily improve lead times and thus increase customer 

satisfaction. Hence an economic value for customer and the unit is generated. Besides, teamwork 
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also contributes to a good work atmosphere and generates a social value for employees. Contrary 

to the Swedish unit in which capability (10) is also related to technical knowledge and patents, 

the level of imitability at the Bulgarian unit is at a medium level since competitors can also 

establish measures and incentives to share knowledge and information across departments.  

Also capability (13) refers to an operational cooperation capability and deals with the 

maintenance of healthy relationships to analyze the root cause and solve problems. This 

capability helps the unit to increase the customer satisfaction in relation to high quality products 

which is currently at a medium level. Good relationships result in social value for the personnel 

and also economic value is generated for customers. Because relationship need time to develop 

this capability is difficult for competitors to imitate.  

Finally, capability (17) is also an economic based capability and relates to operational 

responsiveness by responding to changes in product volumes and types through quickly and 

easily moving personnel to different product assembly stations. Also this capability seeks to 

satisfy customer efficiency demands where demand satisfaction is similar to capability (1), (4) 

and (10) at a mediocre level. Consequently, there are economic values for customer but also 

social values for employees. Due to the importance of the can-do attitude and flexibility of 

employees, this capability is very difficult for competitors to copy.  

6.2.3 China 

For the Chinese unit only one distinctive capability, relating to an economic capability could be 

identified.  

Capability (16) refers to operational cooperation and deals with the ability to lead and motivate 

employees by involvement and development. This capability responds very well to a legitimacy 

demand posed by the education and training system. Through trainings and development of new 

employees who are in need of practical work experience and knowledge a social value is 

generates for them. Besides, also an economic value for the unit is created as motivated 

employees tend to perform better. Because of the fact that training and development activities 

can also be carried out by competitor the difficulty to imitate this capability is at a medium level.  

Capability (10) refers to working in cross functional teams through various meetings in order to 

share information and knowledge. There are meetings in place at the Chinese unit which are 
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prescribed by the MNC. Also the interviews provided examples for sharing information and 

knowledge. But the question is whether capability (3) actually exists since evidences are missing 

that result from cross functional cooperation, such as different departments are involved in 

working with suppliers to ensure quality. But supplier quality is still a major problem fo r the 

unit, although the unit is in its sixths year of operation. The same question is raised for the 

operational improvement capability (3) that deals with learning from successes and failures to 

improve processes through feedback, follow up and documentation. Although some examples for 

learning through feedback and follow up where found during interviews it is questionable if the 

capability exists as more profound evidence resulting from this capability are lacking. Also there 

seems to be a mentality of accepting, but accepting is not the same as learning. And the question 

is also to which extent people are reflecting and criticizing which is also important in order to 

give feedback and in return learn from successes and failures.  

6.3 Main research question 

How can manufacturing companies respond to various institutional demands in differently 

industrialized countries to contribute to global sustainable production? 

There are differences between institutional demands among differently industrialized countries. 

The research found that manufacturing units in developed and ECMs can respond to these 

institutional demands through different capabilities. By having a diverse set of economic-, 

natural- and social capabilities which are difficult to copy and that are corresponding to various 

institutional efficiency and legitimacy demands manufacturing companies can create a more 

sustainable business. The more institutional demands are satisfied or institutional influences are 

absorbed, the more economic-, social- and natural values are generated and the more difficult it 

is for competitors to copy capabilities, the higher the likelihood of global sustainable production. 

Through its economic and social capabilities the Swedish production unit is able to respond to 

different kinds of institutional demands. Influences posed by various institutions can be absorbed 

or kept at a low level. By possessing capabilities that also create social and natural values for 

employees and the local communities the unit receives legitimacy. Because of the fact that the 

unit possesses diverse capabilities satisfying most efficiency and legitimacy demands and also 

absorbs institutional influences, the imitability of the capabilities is relatively low and legitimacy 
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is attained by creating all three values. As a result, the Swedish unit has the highest likelihood of 

a sustainable manufacturing business.  

There are also demands on the manufacturing unit located in China. However, the Chinese unit 

does not have enough and diverse types of capabilities to respond to these demands. As a 

consequence, the customers’ efficiency demand cannot be satisfied because there is no capability 

to improve or innovate products that are demanded by Chinese customers. Consequently, sales 

volumes of the Chinese unit are low compared to the Swedish and Bulgarian production 

companies. Besides, a lack of capabilities results in challenges when it comes to affecting or 

absorbing influences that are posed by institutions such as the government or competitors. To 

conclude, the Chinese unit possesses only one distinctive capability that can be copied by 

competitors, faces difficulties to satisfy various institutional demands or absorb influences solely 

creating economic and social values. As a consequence the Chinese unit has the smallest 

probability of being a sustainable manufacturing business.  

The Bulgarian unit holds different economic capabilities which are exclusively directed towards 

the satisfaction of customer demands. Thus economic values for the customer as well as 

production company itself are created. To a certain extent also a social value for the employees is 

generated which in return results in legitimacy. However, as there is no social or natural 

capability it is difficult for the unit to respond to demands from other institutions. In addition, 

influences posed by these institutions cannot be absorbed. Finally, also legitimacy cannot be 

attained from other institutional actor. Hence, the Bulgarian production company can satisfy 

customer demands but it is not a sustainable manufacturing business yet.  

6.4 Managerial implications 

It is important for managers to develop a clear picture of the institutions and their demands as 

well as influences on the business. As each country has its distinctive context it is necessary to 

locally adapt in order to satisfy the prevailing market conditions. In this respect it is essential to 

develop the right set of capabilities in order to respond to institutional demands and absorb the 

influences to be successful. To do so, managers need to develop a deep understanding of their 

capabilities in order for them to know which capabilities are already present and which ones 

need be developed to respond to their external environment. Especially revealing operational 

capabilities should be carried with the necessary care as they are hidden and often overlooked by 
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managers (Wu et al, 2010) as stated in the beginning of the research. Therefore, managers should 

not get carried away with their day-to-day activities but invest time and effort to identify and 

analyze in which area their department or company is performing particularly well  compared to 

its competitors in the eyes of the customer.  

More specific managerial implications for the case company refer firstly that it is essential for 

the production units to continue exploiting their strengths and build on the capabilities they 

already possess. All three production units need to develop capabilities in order to attract talent  

for instance by working more closely together with universities offer ing internships, traineeships 

and scholarships to early tie students to the organization and create awareness among the 

students about the company. Secondly, it is important for all units to get a better picture of their 

competitors for instance by benchmark projects not only by benchmarking direct competitors but 

also organizations from other industries such as the automobile industry. Thirdly, it turned out to 

be essential to develop a capability to train customers adequately in order to reduce warranty 

claims and increase customer satisfaction. Next, it is vital for all three units to develop a 

capability to transfer knowledge across the units for instance by exchange and joint product 

development programs where knowledge and experiences are shared. Finally, it is critical for the 

Swedish, Bulgarian and Chinese unit to collaborate more with their surrounding local 

communities in order to jointly generate economic, social and natural values. On the one hand 

the production units receive legitimacy or approval to operate because they act in social 

responsible manner by engaging in community projects. This approval to operate enables the 

units to generate and extend their profits because of the increased brand awareness and goodwill 

image of the unit among the local, regional and national communities. Open days and assisting 

and consulting in construction or infrastructure projects are examples of initiatives to work 

together with local stakeholders. Especially, the Bulgarian and Chinese units need to develop 

capabilities to improve and sustain the quality of their suppliers. Finally, the Chinese unit needs 

to develop the capability to design and develop the right products demanded by the Chinese 

customers.  

6.5 Limitations 

There are a number of limitations underlying this research, mostly due to a limited amount of 

time and resources. First of all, the time the researchers spent at each manufacturing unit was 
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restricted as in some units only two days were spent. This poses limitations on to the extent that 

capabilities could be identified. Additionally, also only department managers were interviewed 

and blue collar workers for instance from production and assembly were not consulted which 

could also have provided valuable insights into the units capabilities. Furthermore, from the 

initially planned 24 interviews only 20 were conducted due to the fact that it was peak season in 

the manufacturing units and four interviewees could not participate.  

The interviews were organized in a semi structured way with a general framework of questions 

guiding throughout every interview. This provided the necessary flexibility to adapt the 

interview to each respondent and detect capabilities. However, depending on how the interviews 

progressed, different follow up questions were asked and interviews developed differently as 

questions were not identical. As a result of the interviews not being identical, validity limitations 

can be posed to the results from the non-uniform interviews.  

There are also some limitations in relation to the questionnaire. In general, the questionnaire 

could have also been discussed in a round discussion with all the interview participants to 

identify and agree on capabilities and to ensure a common understanding. Besides, the 

questionnaire was rather time intensive and advanced as it took between 30-40 minutes rating 

capabilities and institutions as well as stating examples. Consequently, not all questionnaire 

respondents stated examples of values created or institutional demands. In many cases, these 

examples could be derived from the interview transcripts. However, there are also occasions 

were a value was selected and no example was stated in the questionnaire nor could it be 

deducted from the interviews.  

An additional limitation is that the respondents did not always have a clear picture of their 

competitors. This distorts, to some extent, the units’ scores on different capabilities relative to 

their competitors as well as the influences originating from competition. Therefore, the ranking 

of the capabilities according to the appraisal of capabilities by Grant (2010) was discarded within 

the empirical findings and analysis.  

A further limitation relating to the gathering of empirical data is the language of instruction, 

which was English. English was neither the mother tongue of the researchers nor of most of the 

interviewees which also pose limitations to the extent that interview questions or the 
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questionnaire topics are thoroughly understood. Although the researchers used the probing 

technique to ask for examples and clarification as well as avoided scientific terms there is still a 

remaining risk that language barriers altered the research findings.  

Besides, the findings on institutional demands and influences is delimitated because stakeholders 

have not been interviewed. The institutions and their demands are solely based on the interviews 

and questionnaire findings from the management team of every manufacturing unit. This affects 

the generalizability of the empirical data concerning the institutions. As a matter of fact, the time, 

resources and accessibility were not given to interview all major institutions for manufacturing 

units in three different countries.  

Next to the advantages of a single embedded case study there are some drawbacks influencing 

the generalizability of the research. The study can be generalized to other MNCs operating in the 

machinery and construction equipment industry in Sweden, Bulgaria and China but not for 

companies active in other industries and countries.  

6.6 Future research 

This thesis project links the theories of economic-, natural- and social capabilities of MNC´s to 

efficiency and legitimacy based institutional demands in differently industrialized countries.  As 

this is a single embedded case study of a Scandinavian machinery and construction equipment 

manufacturer with production units amongst others in Sweden, Bulgaria and China future 

qualitative research could seek to explore whether the results of this study are congruent for 

companies operating in other industries and/or other countries.  

Additionally, it seems that efficiency or economic based capabilities are prevailing over natural 

and social or legitimacy based capabilities in quantity and in the perception of both the academy 

and managers. As a result, future research could seek to explore whether there are more evident 

natural and social based capabilities existing in the field.  
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7 Appendix 

7.1 Overview of interview partners 

7.1.1 Interview partners Sweden 

Position Date Time Location 

General manager 02.04.2013 

03.04.2013 

13.00 – 16.00 

08.00 – 09.30 

Kalmar, SE 

(Factory tour) 

IMS coordinator 03.04.2013 09.30 – 11.00 Kalmar, SE 

Production manager 03.04.2013 13.00 – 14.30 Kalmar, SE 

Design & Development manager 23.04.2013 13.00 – 14.30 Kalmar, SE 

Finance manager 23.04.2013 14.45 – 16.15 Kalmar, SE 

Production engineering manager 24.04.2013 14.45 – 16.15 Kalmar, SE 

Technical service manager 25.04.2013 13.00 – 14.30 Kalmar, SE 

7.1.2 Interview partners Bulgaria 

Position Date Time Location 

General manager 09.04.2013 

10.04.2013 

11.04.2013 

09.00 – 13.30 

16.00 – 17.30 

12.00 – 16.00 

Ruse, BG 

(Factory tour) 

HR manager 09.04.2013 13.30 – 15.00 Ruse, BG 

Purchasing manager 09.04.2013 15.00 – 16.30 Ruse, BG 

IMS coordinator 10.04.2013 09.00 – 10.30 Ruse, BG 

Production manager 10.04.2013 10.30 – 12.00 Ruse, BG 

Logistics & Call off 10.04.2013 14.30 – 16.00 Ruse, BG 

7.1.3 Interview partners China 

Position Date Time Location 

Purchasing / Production manager 17.04.2013 09.00-09.30 Tianjin, CN 

(Factory tour) 

General manager 17.04.2013 09.30-11.00 Tianjin, CN 

IMS manager 17.04.2013 11.00-12.30 Tianjin, CN 

D&D manager 17.04.2013 13.15-14.45 Tianjin, CN 

Business controller 17.04.2013 14.45-16.00 Tianjin, CN 

Production company service manager 17.04.2013 16.00-17.15 Tianjin, CN 

Purchasing and Production manager 18.04.2013 13.15-15.15 Tianjin, CN 

HR manager 18.04.2013 15.30-16.30 Tianjin, CN 

General manager & 

Purchasing / Production manager 

18.04.2013 16.30-17.30 Tianjin, CN 
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7.2 Questionnaire 

 

Purpose 

In the framework of our master thesis on “Global Sustainable Production” this questionnaire seeks to explore different capabilities of a 

MNC´s manufacturing units in Kalmar, Rousse and Tianjin. Additionally, we want to explore the different external factors that have 

an influence on the manufacturing units. We would be very grateful if you take the time to fill in the following questionnaire. Your 

responses are highly appreciated and treated confidentially. 

 

Instructions 

Step 1 Among the following 35 capabilities, make a selection of 10 capabilities that you think or assume your unit is very good at in comparison to your 

competitors. 

 

Step 2 Continue with these 10 capabilities  and rank them according to their strategic importance for your manufacturing unit  on a scale from 1 (not 

important) to 10 (critically important) using the drop-down menu.  

 

Step 3 Rank the 10 chosen capabilities according to their relative strengths compared to your competitors  within  the construction tool industry on a scale 

from 1 (deficient) to 10 (superior) using the drop-down menu. 

 

Step 4 Select which value(s) is created using the drop-down menu. A selection of multiple values is possible. 

 

Step 5 Give an example for each value that you selected within Step 4 by typing in the grey box next to the value column. 

  

Step 6 Rank the factors  that have an influence on your unit’s business activities according to a low (1) to high (7) influence. 

 

Step 7 Provide an example for factors that score higher than 5 by typing in the grey box. 
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Example 

Please see below an example of how the questionnaire should be filled in. 

 

 

 

 

 

 

 

 

Questionnaire 

Which position do you have within you manufacturing unit? 

 General Manager
 

 Production Manager 
 

Human Resource Manager 

 IMS Manager   Logistics & Call-off Manager 
 

Business Controller 

 Purchasing Manager  
Design & Development 

Manager 

 Other       

Where is your manufacturing unit located?  

 
Kalmar, Sweden  Rousse, Bulgaria  Tianjin, China 
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Capabilities of your manufacturing unit 

Among the following capabilities, please make a selection of 10 capabilities  that 

you think or assume your unit is very good at in comparison to your competitors. 
STEP 1 

Applicable 

 

STEP 2 

Strategic 

importance 

 

 

STEP 3 

Relative 

strength 

 

 

STEP 4  

Which value(s) is 

created by this 

capability? 

 

 

STEP 5 

Examples of created values 

1. We know how to repeatedly deliver the same high quality products in a 

flexible manner at low production costs within a certain lead time through 

standardized manufacturing processes and procedures.  

  

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

2. We know how to constantly reduce unnecessary activities and variances within 

different departments with the aim to lower costs, defects, shorten lead times 

through regular internal audits and external benchmarks. 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

3. We know how to learn constantly from past successes and failures to improve 

processes through feedback, follow up and documentation.  

 

Please 

select 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

4. We know how to radically improve our existing proces ses and products by 

constantly challenging our current ways of working by extending existing 

skills and attaining new knowledge. 

 
 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 
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Among the following capabilities, please make a selection of 10 capabilities  that 

you think or assume your unit is very good at in comparison to your competitors. 
STEP 1 

Applicable 

 

STEP 2 

Strategic 

importance 

 

 

STEP 3 

Relative 

strength 

 

 

STEP 4  

Which value(s) is 

created by this 

capability? 

 

 

STEP 5 

Examples of created values 

5. We know how to create and implement new and unique processes as well as 

products by constantly searching, discovering and experimenting new ways of 

doing things.  

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

6. We know how to make best use of our machining equipment and technology 

as well as develop specialized tooling that is difficult for our competitors to 

copy. 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

7. We know how to develop assembly settings and methods that are difficult for 

our competitors to copy. 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

8. We know how to build up specialized knowledge and create tailor made 

equipment and process solutions by maintaining and improving the original 

machining and assembly equipment as well as processes. 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 
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Among the following capabilities, please make a selection of 10 capabilities  that 

you think or assume your unit is very good at in comparison to your competitors. 
STEP 1 

Applicable 

 

STEP 2 

Strategic 

importance 

 

 

STEP 3 

Relative 

strength 

 

 

STEP 4  

Which value(s) is 

created by this 

capability? 

 

 

STEP 5 

Examples of created values 

9. We know how to adjust our enterprise resource planning (ERP) system so that 

information about stock levels, costs, specifications, lead times etc. is always 

up to date to better serve the customer needs. 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

10. We know how to work in cross functional teams by having regular technical 

and organizational meetings sharing information and knowledge throughout 

the unit. 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

11. We know how to work together in teams with our colleagues form other 

manufacturing units to share best practices. 

 

Please 

select 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

12. We know how to partner up with new/existing suppliers to share information 

and jointly create better options for our manufacturing unit in terms of quality, 

delivery time, flexibility and costs for the provided components and raw 

materials.  

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

13. We know how to maintain healthy relationships with each other to analyze the 

root cause and solve problems. 

 Please Please Please select       
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Among the following capabilities, please make a selection of 10 capabilities  that 

you think or assume your unit is very good at in comparison to your competitors. 
STEP 1 

Applicable 

 

STEP 2 

Strategic 

importance 

 

 

STEP 3 

Relative 

strength 

 

 

STEP 4  

Which value(s) is 

created by this 

capability? 

 

 

STEP 5 

Examples of created values 

select select Please select 

Please select 

      

      

14. We know how to communicate effectively to facilitate a transparent, 

comprehensible and quick information exchange between departments, units 

and suppliers with the help of well-connected information technology. 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

15. We know how to make new employees part of our culture into the 

organization by training them and informing them about how things are done 

within the MNC. 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

16. We know how to lead and motivate our employees by involvement and 

development. 

  

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

17. We know how to respond to changes in product volumes and types by quickly 

and easily moving personnel to different product machining and/or assembly 

stations. 

 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 
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Among the following capabilities, please make a selection of 10 capabilities  that 

you think or assume your unit is very good at in comparison to your competitors. 
STEP 1 

Applicable 

 

STEP 2 

Strategic 

importance 

 

 

STEP 3 

Relative 

strength 

 

 

STEP 4  

Which value(s) is 

created by this 

capability? 

 

 

STEP 5 

Examples of created values 

Please select 

18. We know how to quickly and easily accommodate unexpected changes in 

material inputs within the production process by using substitutions or 

variations of raw materials and components. 

 

 

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

19. We know how to quickly and easily change the flow of components to be 

machined and assembled to respond to machine/equipment problems. 

 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

20. We know how to quickly and easily prioritize certain product orders in 

response to changes in components, raw material delivery or urgent customer 

delivery requirements. 
 

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

21. We know how to meet short lead times by being able to quickly and easily 

changing routes and/or modes of transportation. 
 

Please 

select 

Please 

select 

Please select 

Please select 

Please select 

      

      

      



Global Sustainable Production 
W. Eibich & M. Hein 

123 
 

Among the following capabilities, please make a selection of 10 capabilities  that 

you think or assume your unit is very good at in comparison to your competitors. 
STEP 1 

Applicable 

 

STEP 2 

Strategic 

importance 

 

 

STEP 3 

Relative 

strength 

 

 

STEP 4  

Which value(s) is 

created by this 

capability? 

 

 

STEP 5 

Examples of created values 

22. We know how to quickly reconfigure processes and resources in our 

operations as well as incorporate new products and launch them within the 

market. 

 

 

Please 

select 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

23. We know how to constantly scan and react upon changes within our business 

environment by working closely together with customer centers attaining 

accurate information on customer needs and product s pecification. 

  

 

Please 

select 

 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      

24. We know how to develop competences and skills by trainings to respond to 

market changes. 

  

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

25. We know how to make investments in necessary equipment, training and 

knowledge to be prepared in uncertain environments and to instantly change 

the company´s course of action as new information arises. 

 

 

 

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

26. We know how to provide environmentally conscious products to our 

customers through practices such as reducing/eliminating hazardous materials, 

life cycle assessment and/or developing environmentally friendly technologies 

and products to improve our performance on environmental issues. 

 

 

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 
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Among the following capabilities, please make a selection of 10 capabilities  that 

you think or assume your unit is very good at in comparison to your competitors. 
STEP 1 

Applicable 

 

STEP 2 

Strategic 

importance 

 

 

STEP 3 

Relative 

strength 

 

 

STEP 4  

Which value(s) is 

created by this 

capability? 

 

 

STEP 5 

Examples of created values 

 

 

27. We know how to sustain cleaner production processes by adopting energy 

saving production technologies, reporting and reducing emissions and 

constantly seeking ways to reduce the environmental impact of our processes 

to meet or exceed the expectations of our supply chain partners, customers and 

other stakeholders. 

 

 

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

28. We know how to integrate environmental issues into our daily business 

routines by monitoring, measuring and evaluating our environmental impact in 

an environmental management system (EMS) to improve our performance on 

environmental issues. 

 

 

 

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

29. We know how to motivate and collaborate with our suppliers to  reduce the 

environmental burdens caused by logistics and to be environmentally 

responsible in terms of recycling, eliminating packaging, reducing waste to 

improve our performance on environmental issues. 

 

 

 

 

 

 

 

 

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 
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Among the following capabilities, please make a selection of 10 capabilities  that 

you think or assume your unit is very good at in comparison to your competitors. 
STEP 1 

Applicable 

 

STEP 2 

Strategic 

importance 

 

 

STEP 3 

Relative 

strength 

 

 

STEP 4  

Which value(s) is 

created by this 

capability? 

 

 

STEP 5 

Examples of created values 

30. We know how to evaluate new/existing suppliers in a structured way and 

according to environmental criteria by operating a supplier evaluation form 

that is concerned with the social and environmental performance of the 

suppliers. 

 

 

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

31. We know how to actively work with the recovery of our products by reusing , 

remanufacturing and recycling the construction tools to improve our 

performance on environmental issues. 

 

 

 

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

32. We know how to sustain environmentally sound relationships with external 

stakeholders through various communication methods such as transparent 

environmental reporting, management of environmental claims and 

participation in environmental conservation programs. 

 

 

 

Please 

select 

 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

33. We know how to monitor and report safety, health and environmental results  

to provide transparent information to our stakeholders. 

  

Please 

select 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

34. We know how to integrate multiple stakeholders such as employees, suppliers, 

customers, governments by engaging in dialogue and work collaboratively to 

solve problems. 

 

 

Please 

select 

Please 

select 

 

Please select 

Please select 

Please select 

      

      

      



Global Sustainable Production 
W. Eibich & M. Hein 

126 
 

Among the following capabilities, please make a selection of 10 capabilities  that 

you think or assume your unit is very good at in comparison to your competitors. 
STEP 1 

Applicable 

 

STEP 2 

Strategic 

importance 

 

 

STEP 3 

Relative 

strength 

 

 

STEP 4  

Which value(s) is 

created by this 

capability? 

 

 

STEP 5 

Examples of created values 

35. We know how to create trustworthiness among our stakeholders by 

establishing long-term relationships with them. 

  

Please 

select 

Please 

select 

Please select 

Please select 

Please select 

      

      

      

External factors that have an influence on your manufacturing unit 

Please rank the following items according to a low (1) to high (7) influence on your unit’s business activities.  STEP 6: 

Please select to which extent the 

item influences your business 

activities 

STEP 7: 

Please provide an example for 

items that score higher than 5  

1. Government  

 e.g. market economy, planned economy, stability, laws, taxes  

 

Please select 

 

      

2. Product / Service market  

 e.g. customers, suppliers, business partners, competitors  

 

Please select 

 

      

3. Financial market  

 e.g. currency risks, inflation, availability of loans  

 

Please select 

 

      

4. Labor market  

 e.g. availability of skilled workers, flexibility of workers, temporary employment, labor cost  

 

Please select 
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5. Educational and training system  

 e.g. level and number o f engineering, technical and business graduates, education has enough 

practical orientation to prepare adequately for real life problems  

 

Please select 

 

      

6. Political system  

 e.g. political stability, democracy 

 

Please select 

 

      

7. Legal system  

 e.g. trust in courts, time to enforce contracts, arbitrary rule of law, property rights  

 

Please select 

 

      

8. Professional and interest groups  

 e.g. non-governmental organization e.g. Greenpeace, labor/trade unions, lobby groups  

 

Please select 

 

      

9. Country culture  

 e.g. individual or collective society, hierarchy, perception of time 

 

Please select 

 

      

10. Business mores  

 e.g. corruption, way of doing business, importance of relationships, trustworthiness  

 

Please select 

 

      

11. Religion  

 e.g. religious holidays, religious restrictions or no-go´s 

 

Please select 

 

      

12. Family / Clan  

 e.g. doing favors for relatives, caste system/societal groupings  

 

Please select 
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Linnaeus University – a firm focus on quality and competence 
 
On 1 January 2010 Växjö University and the University of Kalmar merged to form Linnaeus University. This  

new university is the product of a will to improve the quality, enhance the appeal and boost the development 

potential of teaching and research, at the same time as it plays a prominent role in working closely together with 

local society. Linnaeus University offers an attractive knowledge environment characterised by high quality and  

a competitive portfolio of skills. 

 

Linnaeus University is a modern, international university with the emphasis on the des ire for knowledge, creative 

thinking and practical innovations. For us, the focus is on proximity to our students, but also on the world around us 

and the future ahead. 
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