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ABSTRACT 

 

Companies are in the transformation process from the classical or linear way of conducting 

business to a more sustainable model. This is necessitated by the growing societal 

awareness to protect the environment and resources for future living. 

With increasing social awareness, the field of sustainability has developed significantly in 

recent years. Parameters like health, income, social justice, education, etc. are now 

considered in its ambit in order to facilitate a good quality of life. Sustainable business 

practices are being ensembled under an institutional set up with corporate policies drawn 

for successful implementation. 

Though sustainability is often associated with statutory obligation to conduct the business, 

it has been established, of late, that Implementation of sustainable business practices is 

becoming a key factor that provides MNCs with a competitive edge in the markets. It leads 

to enhanced product quality, low cost of production, customer delight and hence sustainable 

profit. Sustainable business practices are thus embraced by multinational companies even 

though it is found to be tough and expensive to implement such practices. The socio-

economic, political and cultural diversities between the host and guest countries put up a 

lot of obstacles in its implementation. 

This study is to explore how sustainable business practices are embedded and diffused in 

a subsidiary located in a developing country, especially when the host country of the MNC 

is located in a developed economy. 

This study looks at an institutional set up for the implementation of the practices in view 

of long-term sustainability and profitability. Implementation has to be in alignment with 

the guidelines stipulated by global organizations, guest and host countries. 

Major challenges in implementing sustainable business practices and various factors 

influencing the implementation are also discussed taking Volvo Trucks subsidiary in 

Malaysia as a case study. 

We believe that our research, in addition to the key research findings, also explained 

theoretical aspects of the critical role of leadership in the success of sustainable practices. 

We are hopeful that this research report would provide a comprehensive understanding on 

the topic for future studies and research. 
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Chapter 1. Introduction 

 

Public conscience is rapidly aligning with the growing need to protect the environment 

and society for future living. This makes sustainability a buzzword in today's world. 

Implementation of sustainable business practices is becoming a key factor that provides 

MNCs with a competitive edge in the markets. Many companies are in the transformation 

process from the classical or linear way of conducting business to a more sustainable 

model. (Ortiz-de-Mandojana & Bansal, 2016) found that the MNC implementing 

sustainable business achieves lower financial volatility in the long run compared with the 

MNCs that do not have such practices in place. This transformation is not an easy catch. 

Many aspects ranging from internally available resources (including the human resources 

and leadership) to external market policies and institutions governing the conduct of the 

business are to be considered. As inherent to any kind of transition, migration to 

sustainability practices also face resistance from some quarters. Some organizations face 

resistance to change within the organization while others from outside. This study is an 

effort to explore the vitality and nuances of practices for sustainability in emerging and 

developing economies. 

 

1.1. Background 

The phrase sustainability is defined by the Cambridge Dictionary (2021) as " the quality of 

being able to continue over a period of time ". Nowadays the term sustainability is mostly 

used for environmental-related matters and mainly in response to the size consumption 

of natural resources and the surrounding ecosystems for the sake of protecting the future 

generation and maintaining an acceptable level of lifestyle and economic growth. 

The field of sustainability has developed significantly in recent years. It subsequently 

expanded its ambit to social sustainability. Parameters like health, income, social justice, 

education, etc. are now considered as must to maintain items in order to facilitate a good 

quality of life. The most famous definition for sustainability is one that appeared in 

Brundtland Report of 1987: "the development that meets the needs of the present without 

compromising the ability of future generations to meet their own needs" (UN, 2021, Report 

of the World Commission on Environment and Development, p. 36). The term seems to 

be used even before that time and mainly in the forestry industry which means, never 

harvesting more than what the forest yields in new growth (Kuhlman & Farrington, 2010, 

p. 3437). (Pearce et al., 2013) also stated that sustainability is what resources we are going 
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to reserve for the coming generation in terms of natural resources, capital and 

environment quality. Some researchers claim that the development of capital can 

compensate for the degradation of natural resources, but (Pearce et al., 2013, p. 3443) did not 

agree and stated that: 

"(i) That the next generation should inherit a stock of wealth, comprising man-made assets 

and environmental assets, no less than the stock inherited by the previous generation; 

(ii) That the next generation should inherit a stock of environmental assets no less than the 

stock inherited by the previous generation " 

The term has many definitions and is associated with numerous fields. However, they all 

explain and highlight the same three main legs which (Vos, 2007) is known as the 'triangle' or 

a 'three- legged stool' i.e., the social, economic, and environmental elements which together 

contribute to sustainable development within society (figure.I). 

 

 

 

 

 

 

Figure 1: The three-legged stool of sustainability. 
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Of late, owing to a global change in regulations and to have a competitive edge in the market, 

organizations have started to include sustainability in their business operation strategy. This 

transformation would help businesses to meet market demands and manage change in 

consumer behavior. For example, companies have started to promote their sustainability 

compliance as a Customer Relationship Management Strategy (Muller, 2014). A strategy that 

considers all the aspects like marketing, sales, customer retention, promotion of sustainable 

products and publicizing sustainable practices. This strategy helps organizations to conciliate 

and improve the level of their social and environmental commitment. 

This concept of sustainability development is not limited to specific industries, it is to be 

practiced by all. In the area of construction, sustainability is performed by building and 

maintenance of a healthy environment following ecological principles and efficiently using 

the resources (Tan et al., 2015). This move can reduce the negative impact on the environment 

stemming from the unwise use of resources during projects and the damage that can happen 

in the environment. Business performance also improves once sustainability practices are in 

place. (Wagner & Schaltegger, 2003) found that the traditionalist, who belief sustainable 

practices will jeopardize their revenue streams might lose on the long run, while the revisionist 

who implement sustainable business practices gain competitiveness and more ability to 

innovate and develop technology to sustain the performance given that they were frontiers. 

(Tan et al., 2015) believe that the sustainable movement in the construction industry brings 

commitment, opens new market avenues and improves performance albeit it takes a while for 

recovering the investment made to develop the right sustainable tools. 

An increased global awareness of the concept is supporting a significant change in rules and 

regulations. lt is now being understood that though (Tura et al., 2019) sustainable business 

practices are mainly introduced by firms and businesses to comply with the laws and 

regulations set by the authorities in the external environment, it also increases the efficiency 

and product quality of the firms. lt is said that, in the United States, transformation is not just 

an aspiration, but it is becoming a necessity given the increasing cost of energy and 

environmental impacts of unsustainable practices. In that regard (Hagenau, 2012) states that 

firms in the process of implementing sustainable business practices need to write down their 

policy since it will reflect how their employees, suppliers, and other stakeholders are 

committed towards it. This assures a widespread awareness of the concepts across the 

organisation and encourages a higher degree of commitment amongst the work group. 

(Hagenau, 2012). 

In general, the intention of this transformation to sustainability is looking positive, but there 
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is a possibility that it brings some negative consequences. (Tura et al., 2019) explained this 

through the tension models that explain how such sustainable business practices will create 

problems between the different parts of the network that will implement these practices given 

the differences and variation in motives. 

Sustainable transformation is not an easy process for MNCs especially in the context of 

operations in different countries. The literature on the subject also addressed the type of 

leadership and the role of leadership in implementing sustainable business practices in the 

organization. The study conducted by (Ng & Burke, 2010) refers to some characteristics 

that sustainable leaders need to have in order to execute a sustainable strategy effectively. 

(Ng & Burke, 2010) referred to leadership values as the first characteristics that can 

influence his subordinates to execute sustainable practices effectively. The second 

characteristic is the cultural orientation of the leader, whether he has a collectivist or 

individualistic mindset (Ng & Burke, 2010). The more collective the mindset the more 

collaborative it will be. The third characteristic is the leadership style of the potential 

leader (Ng & Burke, 2010). 

1.2 Problem discussion 

(Catherine Cote, HBS, 2020) International business in broader terms is perceived as 

"production and sale of goods and services between countries. 

Catherine Catte quotes Reinhardt as a caveat that "international business is extremely 

exciting, it can also be risky,". She further put forward five major challenges in going 

international Viz; 1) Language barrier 2) Cultural differences 3) Managing global teams 

4) Currency Exchange and Inflation Rates 5) Nuances of Foreign Politics, Policy, and 

Relations. 

About a decade ago, Rishikesha T Krishnan, author and then a professor of corporate 

strategy and Policy at the prestigious Indian Institute of Management, postulated a big 

question in his monthly column of a prestigious Business Magazine - "What does it take 

for MNCs to succeed in India?"'. 

Though precincts of business do not limit to the geographical boundaries, thanks to 

advancement in Technology and collaborative policies, doing business elsewhere other 

than its country of origin has never been easy for anyone. 

A study by Abul Quasem and Walter Leal and M A Kabir claims to illustrate "challenges 

for sustainability for business and probable causes of these challenges in relation to 

Malaysian offshore firms" (Technological and economic development of economy, 
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2018). This study investigated the challenges to sustainability in business. It concluded 

that key challenges for sustainability for a business could be profitable due to additional 

liability to comply with CSR, environmental practices, create a sustainable business 

climate and promote best practices etc. 

Sustainability is a major factor in formulating business strategies. Managing 

environmental and social risks needs to have a long term vision today for organisations 

going multinational, to developing countries in particular. Addressing these key factors 

is imperative for sustained growth and profitability, to improve brand value and to boost 

bottom line. (The Business Case for sustainability - 2021) According to the International 

Finance Group "Strategic integration of sustainability prepares companies to best 

anticipate and understand long term trends and the 

effect of resource use". The business case for sustainability is also connected to improved 

reputation and brand value. This report takes reference to the findings of a global survey of 

senior executives from around the world conducted by Economist in 2011 that embedding 

sustainability into the company's business leads to an enhanced reputation and increased brand 

value. The more the company proves to the stakeholders that its business is driven by strong 

sustainability policies the lower the risks associated with the company. British Petroleum is a 

good example of how a company's profitability can be affected by poor sustainability policies 

(Mexico Oil Spill). 

(Phan Van Thanh Szilard Podruzsik, 2021) Taking cue from Vietnam, a developing country, 

many big companies doing business in developing countries have realized that to grow 

sustainably organisations must focus on environment protection, gender equality, equal pay, 

labor safety, labour rights, talent management and community growth. 

To achieve the objective of sustainable development, enterprises in Vietnam apart from 

complying with government-mandated standards of employment, environment and society 

are also active with social responsibility though it is not regulated by law. 

Theoretical and empirical contribution to CSR in Vietnam is very limited to date. According 

to Nguyen (2013), CSR is understood as the enterprise's commitment to contribute to 

sustainable economic development through improving the living quality of labourers, of their 

own families, of the community - sustainably and profitably for the whole society. 

According to Gamali and Karam (2016) CSR, in its wider perspective, has evolved into 

a significant body of scholarship retaining its nuances, peculiarities, and distinctiveness. 

According to the Study by Phan Van Thanh (University of Kosovar, Hungary) and Szilard 

Podruzsik (Corvinus University of Budapest, Hungary) implementation of CSR in developing 
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countries is still limited. Based on their report which has direct reference to Vietnam, 

implementation of CSR in developing economies encounters many obstacles and limitations 

from the business as well as from the operating environment. The study cites examples 

of Vietnamese enterprises focusing more on maximizing profits than on social responsibility 

and their lack of awareness of CSR, lack of financial and technical resources for the 

implementation of social responsibility standards. 

Other factors that affected the implementation of CSR in Vietnam, as the above study 

suggested, are the Vietnamese incomplete legal system, monopoly, corruption, and group 

interests. 

CSR is defined by ISO 2600 as "The responsibility of an organization for the impacts of its 

decisions and activities on society and the environment, resulting in ethical behavior and 

transparency which contributes to sustainable development, including the health and well-

being of society; takes into account the expectations of stakeholders; complies with current laws and is 

consistent with international standards of behaviour; and is integrated throughout the organization and 

implemented in its relations. " 

CSR thus encompasses all the practices put in place by companies to uphold the principles of 

sustainable development which implies that companies need to be economically viable, have 

a positive impact on society, and respect and preserve the environment. 

(Valentina ( Dardha) Nodou, 2004) Although developing countries with transitional 

economies often fail to adopt and adapt policies quickly and provide a relevant technical 

foundation for a sustainable business climate, some of the factors influencing sustainability of 

business are resistance to change  legal issues, legal framework, cooperation and collaboration 

among various agencies, high-level leaders, technology skills and capabilities, cultural and 

religious barriers, managing diversities, infrastructure, political leadership, climate change 

and socio-economic scenarios. 

According to Kawai. N et al. (2018), despite being aware of the potential benefits like getting 

a first-mover advantage in foreign markets, MNCs face feasibility and practicality issues to 

invest in green technologies, products, policies, and processes. Such potential constraints 

create inhibitions within these organizations to transform into sustainable business operations 

(Kawai. N et al., 2018). It is believed that firms are apprehensive of the potential financial 

hurdles in this regard because green or sustainable investments are costly with uncertain 

returns. Furthermore, they need to compete with rivals who follow linear production 

techniques which are much cheaper. Fear of reluctance from customers to accept green 

products and the issue of social benefits outweighing the firm's private benefits (Kawai.Net 
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al., 2018) are other concerns. 

What we have noticed from the literature review is that only a few of the MNCs located in a 

developed country have been quite successful in implementing and diffusing sustainable 

business practice from their HQ located in a developed country. The gap in the institutional 

setup and business environment between developed and developing countries and economies 

is big and certainly will have an impact on the top-down sustainable business strategy 

implementation on the subsidiaries located in developing countries. (Huq & Stevenson, 2020) 

conducted a case study on developed countries' buyer's suppliers from Bangladesh, and 

demonstrated how the institutional pressures on the local suppliers by the buyers and other 

players like NGOs can lead to different levels of implementation of sustainable business 

practices, not all are necessarily good ones. 

As mentioned in the introduction chapter, the network of shareholders formulating and 

implementing institutional set up will consist of different stakeholders from various 

managerial levels, departments, locations and countries within the organization. When they 

work together, they can achieve the best level of collaboration and integration. It is important 

and critical that the conflicting agenda is managed properly or else it can result in adverse 

impact on the implementation of sustainable business practices. 

The below illustration (Figure 2) shows a network of stakeholders. Each has its motivations 

and view on a specific issue. These differences are the tensions created in the implementation 

of business practices, categorized into Economic, Structural, Psychological, and Behavioral 

tensions stemming from the multi actors in the network (Tura et al., 2019).  

 

Figure 2: Illustration of the network of embedded units and different perceptions of each unit on the new Sustainable Business Practices 
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The economic tension happens when one part of the network requests another part to spend 

more money in a specific technology to become sustainable and meet the targeted practice, this 

request might be perceived negatively as if the intention is to jeopardize core operations of 

that network member (Tura et al., 2019). This can also be seen with the customer and 

suppliers. Whenever 

there is a new product to promote, customers will experience an unclear price, and this will 

cause an economic tension that might negatively affect the relationship with the customer if 

he is not convinced. That is the same with suppliers who have to adjust their operation to meet 

the new sustainability practices of their client. Some of them can adjust and some might fail 

to do the needed adjustments and thus they lose their contracts. For example, a shift in the 

technology of car manufacturing from internal combustion engines to electric engines will 

request a huge competence and capability shift on the supplier's side that might not be easy to 

meet. They may get replaced, creating an economic tension since suppliers lose their 

businesses. The second tension found by (Tura et al., 2019) is the structural tension, which is 

stemming from the need for coordination and control of the implementation of the new 

sustainable business practice along the value chain. Firms need to implement a stricter and 

wide coordination and controlling mechanism along the value chain, vertically and 

horizontally within the organization. This is not an easy task, as most firms do not have the 

right structure to see how their suppliers perform form sustainability perspective, whether 

there is child labor, greenhouse gas emissions, waste management etc.. Firms mostly rely on 

the best suppliers in the field but they don't have full insight on how they operate in accordance 

with sustainable business practices. Sometimes this can be considered as a threat by the 

suppliers as being exposed (Tura et al., 2019). This might also increase the dependency on a 

few suppliers that follow the latest acceptable sustainable business practices. This might lead 

to a shift in the bargaining power in favour of the suppliers and against the firm (Tura et al., 

2019) or the other way around that MNCs use the implementation of the sustainable business 

practices as a powerful tool to reduce supplier prices threatening to reduce the purchasing 

volumes. Third, the psychological tensions, this category mainly appear due to the uncertainty 

that comes with the implementation of a new sustainable business practice. When are we 

exactly going to see the benefits, when do we need to stop financing it and what if the 

regulation and institutional context change? (Tura et al., 2019). Customers and suppliers might 

face this tension as fear from disclosing some of their operational information to the sustainable 

business practices implementer and they fear from being exposed (Tura et al., 2019). Other 

partners in the network manifested psychological tension by just resisting the change and the 
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new regulations unless it had a direct impact on their business operation (Tura et al., 2019). 

Lastly, the behavioural tension, (Tura et al., 2019), similar to the psychological tension arises 

due to the increased requests for disclosure and the reporting of the progress of the new 

sustainable business practices implementation. The bureaucracy, extra work load and training 

on the new practice, create an internal resistance and this can develop to lack of commitment 

due to scepticism creating a gap between the operation on ground and the HQ management. 

Suppliers faced with extra information requests about the operation are becoming more 

frequent, even though suppliers can understand the requirements but they still feel they are 

under monitoring that affects their ways of working (Tura et al., 2019). 

(Geoffrey Jones, HBS, 2010). Effective competition from locally-owned companies, at least 

in some developing countries, is a big challenge that MNCs face in the second global 

economy. In pharmaceuticals, for example, Western and Japanese multinationals now 

encounter competition from successful local companies in India and elsewhere. They were 

sometimes favored by policies of national preference in contracts and regulations. India and 

China pose a big challenge by successfully developing skills to manufacture low-cost versions 

of goods for mass markets. "This so-called "frugal engineering" posed a major threat to the 

higher-cost structures of multinationals from developed countries" 

What is warranted for MNCs to establish a subsidiary elsewhere and ensure a sustainable 

business? Many MNCs, highly successful and their place of origin, miserably fail when they 

expand to developing economies. When we analyze why some MNCs succeed and why many 

fail when it comes to doing business or establishing subsidiaries elsewhere and more 

specifically in developing or emerging economies, it emerges out clearly that a well-defined 

institutional set-up or framework addressing all the above issues and adaptable to the location 

where subsidiaries are planned is not just desirable but imperative. (Kerstettter, K., 2021) The 

Institutional setup should align with the socio, economic, cultural, political and climatic 

aspects of the country. The Institutional setup, thus framed, should be composed of formal 

laws, regulations and procedures as well as informal conventions, customs and norms that 

shape a socioeconomic activity and behavior for the subsidiaries to function sustainably and 

profitably. When it is a business through a subsidiary the point to be noted is that subsidiaries 

also supplement the parent company with additional bonuses such as increased tax benefits, 

earnings and property. Although the parent keeps majority ownership, the subsidiary remains 

as a separate, legal entity that shows its liabilities and taxation. 

(Except Integrated Sustainability, 2018) The divergence between science and practices in 

reality has ever been a conundrum in sustainability though theories like "symbiosis in 
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development" are available that can help to bridge the gaps. 

Implementing scientific understanding in a new field like sustainability is often cumbersome 

because of the difference in understanding between the decision-makers and the experts 

postulating the theories. Common trends and topics may also differ in getting the theories a 

popular appeal amongst its stakeholders. This separation may probably be because of a lack 

of vision or any other socio-economic casualties. It also could be because of a lack of subject 

matter expertise or due to the particular socio-political situation of the respective countries. 

"Scientific knowledge itself is often slow to permeate so it takes roughly ten years before 

scientific knowledge gets used in practice," said Gertjan van Hardeveld, Except Business 

Strategist. "Science is often presented in complex models interlaced with jargon which hinders 

the translation aspect of it," says Gertjan. Understanding and communicating this complexity 

often holds back organizations from achieving sustainability goals. To successfully secure 

momentum for change, it is important to define the parameters within which an 

organization should work in a local, regional, national or international context and then 

elaborate on how the actioned scientific framework would benefit the organization. This 

"Complexity translation" is one of the reasons for the divergence between science and 

practices. 

Another cause for the gap in knowledge and practice could be attributed to "sustainability 

literacy". Sustainability literacy is a complexity by itself lacking a proper or accepted 

definition. Freek van der Pluijm argues that "in driving change in an organization, it is as 

important to boost the bottom line of sustainability literacy - bringing together a common 

definition to work towards - as it is to implement the latest scientific findings". Building 

consensus of sustainability from within the framework of the organization is of utmost 

importance for a venture to be sustainable. 

"Lack of a common language" is another reason often perceived as the one that can bridge the 

gap between theory and practice. This issue that commonly arises prevents clients from 

implementing the science of sustainability in practice. The information received is often 

perceived as fragmented. 

As mentioned in the introduction (Louis W Fry & Eleftheria Egel , 2021) It would be 

ludicrous if we do not discuss the most important problem, the lack of an efficient and 

visionary "Leadership for Sustainability". 

Leadership for sustainability should be beyond a formal position holding legitimate power. 

Instead, it is a competitive position establishing collaborative relationships faced with the 

complex challenge of co-creating a common vision and building synergies among a diverse 
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set of internal and environmental stakeholders that are often in conflict. Sustainability leaders 

are committed to making a sustainable difference in their organizations, communities, and the 

broader society. 

Leadership for sustainability is to be enacted in all organizations operating in open systems in 

an evolving and global ecosystem of stakeholders. Along with a primary focus on maximizing 

shareholder wealth, this encompasses objectives to advocate social and environmental 

issues. They need to encompass the degree to which organizations, communities, and societies 

embrace sustainability and sustainable development. 

However, there exists very little consensus on the conceptualization of sustainability 

leadership, due to overlapping and different constructs and definitions. 

The above details, while discussing and elaborating the problems affecting the 

implementation of sustainable business practice within MNCs, also glimpses on how and why 

sustainability is the most important key to business. 

In this paper, we tried to analyze how MNCs successfully and profitably invest in sustainable 

business practices in emerging economies by taking Volvo's business in Malaysia as in a case 

study. 

 

1.3. Purpose of the study 

Through this paper, we try to understand the compatibility and responsiveness of MNCs and 

subsidiaries in complying with the growing pressure and obligatory regulations of various 

stakeholders, including local governments and society, to meet sustainability requirements 

while they invest in developing economies. The degree of proficiency with which they adopt 

sustainable innovative capabilities tends to differ from one subunit to another depending on 

their locations and the associated political setup (Kawai. N et al., 2018). The scale, size, and 

financial capabilities of such MNCs provide them with the power to influence the 

development policies of emergent nations. These developments could be economical, 

infrastructural, or even social and environmental. Therefore, it is up to the bureaucratic bodies 

of such nations to provide a favourable set up to make the required improvements via such 

MNCs in their nations. Heavy political and government interventions could be a potential 

hindrance for newer developments like sustainability. Similarly, in some cases, MNCs receive 

accusations with regards to causing hindrances to the sustainable demands of local 

stakeholders by threatening the host countries by snatching their work opportunities by 

moving overseas (Hassan, O.M., 2013). Thus, it often raises the question of whether it’s the 

corrupted institutional setup or the corporate power of these MNCs which effectively 
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undermines green FDI initiatives in developing nations. 

Thus, the objective of this paper is to identify the potential competitiveness of multinational 

corporations in adopting measures for establishing sustainable business practices in emerging 

economies. As discussed in the problem discussion we would like to explore the possible 

hurdles faced by these firms - be it their inhibitions regarding the potential risk of changing 

from linear production models or the challenges thrown to them by the political, institutional, 

and cultural setups of these host countries or obstacles created by the organizations 

themselves. 

1.4. Research Question 

With the detailed perspective of the problem, as discussed in the earlier part of this paper, this 

study tries to focus on two key questions on the sustainability practices adopted by MNCs 

successful in their business ventures in emerging economies. 

The research questions, as given below, are framed to encompass all major aspects of the 

subject under discussion. 

 

1. How does an MNC manage to diffuse its sustainable business practices into a subsidiary 

located in an emerging economy with an institutional setup distinct from that of its home 

country? 

2. How the institutional, relational and leadership factors affect the implementation of 

sustainable business practice? 

 

1.5. Delimitation 

This study does not formulate a holistic approach towards designing and implementing a 

sustainable business practice for MNCs establishing subsidiaries in developing economies 

because such a universal and uniform approach is not viable because of the diversities one 

could face. The challenges faced by different MNCs to implement their strategic policies and 

procedures across their subunits vary drastically depending on their industry as well as the 

regulatory, cultural, political, and economic scenario of the subsidiary location. As a result, 

an analysis with universal applicability was not intended, though our conceptual and 

contextual understanding of the scenario can be a dependable basis for a similar setup 

depending on the approach and intention of the reader. 

In this research study, we as authors, tried to analyse a specific organization and its subsidiary 

to understand the crux that leads to the challenges of implementing a strategic change like 
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sustainable business practices within the network of its subunit organizations located at 

geographically distant locations. As researchers, we feel adopting a broader approach to 

analyze this research topic i.e., by comparing MNCs from multiple industries with business 

units located in diverse locations with distinct institutional, political, economic, and cultural 

setup won't serve a deeper purpose of the study. This is because the challenges associated with 

the implementation of new changes with regards to technology, organizational structure, and 

practices tend to be different and unique depending on the industry and the host location. This 

study is planned to be specifically dealing with a renowned multinational corporation from the 

automotive industry and 

to analyze the sustainability aspects adopted by them in the perspective of institutional, 

relational, and leadership & management setups. The results and observations can be generic 

in certain dimensions to a certain extent but we do not recommend it to be a holistic hand 

book applicable to one and all. 

1.6. Feasibility Assessment 

The problem discussion session has highlighted the dilemmas firms encounter in 

implementing sustainability measures. Apart from the fear of being exposed, implementation 

of sustainability measures can also have financial impact though it would give advantage in 

the long run. Still, many companies with visionary leadership are earnestly inclined to 

implement measures to improve their sustainability practices because of the distinct 

advantages it gives to the business and the trust it earns from the society. Looking at Sweden 

as a good example, sustainability is more or less a lifestyle for many people and so it has 

become a way of working for many companies. This very fact prompted us to do the feasibility 

of this research study with a Swedish firm. Through our network of connections, we 

approached several companies working towards the implementation of sustainable business 

practices that have operations outside Sweden. Eventually with the help of an organization 

called The Space we could approach Volvo Trucks - Sweden. Opportunity to carry out the 

study with Volvo was quite exciting as we were proposing to work with the company's 

headquarters. Feasibility of getting relevant information regarding corporate level policies to 

subsidiary level implementations is always bright when it is through company headquarters. 

This aspect had actually made the entire study much more effective than anticipated. We had 

also explored the feasibility of digital technologies to communicate and interview various 

stakeholders, necessitated by the geographical distance and other situations prevailing. 

Thanks to virtual platforms like Zoom and Skype, communication has never been a challenge 
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though it had its own limitations. We, the authors, realize that these limitations might have 

assuaged the outcome of our attempt to obtain the best interpretations from the participants. 

 

1.7 Methodology adopted 

The research study primarily was to be conducted as a case study on an MNC to examine our 

research questions. The methodology consisted of interviews of managers and employees as 

a part of primary data collection. Several corporate, business and government articles were 

referred to for collecting secondary data. The participants are officials who are responsible 

for effective and efficient implementation of strategic changes within the organization. The 

roles interviewed were selectively identified as those in close contact with final customers, 

suppliers, political or governmental officials, financiers, and other relevant stakeholders 

within their respective market locations. The interviews were semi-structured. Further 

analysis, comparison of theories and collected data adopt the abductive approach to confirm 

improvisation of the theories if any. The method of descriptive study focused on the context 

to extract answers. We have relied significantly on the work of Kostova & Roth (2002) that 

addresses the response of subsidiaries to the policies coming from Headquarters. 

1.8. Structure of thesis 

The thesis study is presented in the first six chapters as detailed below. 

1) Introduction 

This section explained the importance of the implementation of sustainable business practices 

as well as adopting sustainable sources of resources and energy. The problem discussion 

defines the specific issue, elaborate various causes and causalities, discuss gaps in knowledge and 

practice. A research gap has been identified by explaining the lack of research with regards to 

the challenges or difficulties faced by MNCs to implement sustainable changes within their 

geographically distant subunits. It also discussed how such difficulties mount pressure on such 

firms in retaining their customers, sustaining their legitimacy, market share and competitive 

advantage within their global value chain network. 

The introduction also explains the purpose of the study. It presented the research questions in 

a structured and comprehensive way. 

The next sub section discussed the (De) limitations of the study and the ambit it covered. It 

also caveats application limits of the conclusions and results of the research. 

The chapter, in the next subsection, explained the way the feasibility of the study was 
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ascertained. 

Introduction also gives a brief on the methodology adopted for the research. 

2) Theoretical framework 

Here we discuss the theoretical framework guiding us through the research questions. It also 

explains what we would measure and the relationships we are looking for. The section 

explains theoretical themes in the ambit of the research topic. 

3) Research Methodology 

A detailed explanation of methodological approaches undertaken has been presented in this 

section. It elaborates the research methods, data collection, quality of research, and ethical 

considerations adopted by the authors. It also thumbnails some of the theories regarding 

institutional aspect, a relational aspect between headquarters and subunit as well as internal 

to the firm's organizational structure and finally the leadership and management aspects to 

analyze and understand the research topic. 

4) Empirical findings 

Empirical analysis is an evidence-based approach to the study and interpretation of 

information. The empirical approach relies on real-world data, metrics and results rather than 

theories and concepts. Empiricism is the idea that knowledge is primarily received through 

experience and attained through the five senses. 

This section provides a detailed account of our findings & observation of our empirical study 

derived from the interviews conducted along with interpretation of information and real world 

data we collected from various official documents, articles, corporate reports, etc. It also 

covers a detailed account of data obtained from every participant under each theoretical aspect 

mentioned above. 

5) Discussion and analysis 

This section deals with the analysis, interpretation and explanation of empirical data by 

comparing it with the theoretical framework adopted in the study. It also shows how the 

researchers prudently analyzed and applied the existing theories in hand to the data collected 

using an abductive approach. The discussion to find out the applicability of the existing 

theories with or without any improvisation is also part of this section. 

6) Conclusion 

Here we summarize the key finding and the outcome. Acknowledging the limitations, this 

section outlines the future implication and scope and recommendation for further work on the 
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topic. 

In this chapter we have also tried to highlight the significance and usefulness of our study. 

Later section of the report denotes a reference list, appendix list of tables and list of figures 

appended in the same sequence. 
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Chapter 2. Theoretical Framework 

 

2.1 Introduction 

2015 witnessed the world, represented by 193 countries under the UN, agreeing on seventeen 

goals intended to be achieved by 2030. These goals, called (sustainable development goals, 

the SDGs, are intended for global mobilization to address serious social priorities and 

concerns worldwide. The main areas proposed are poverty, health, education, economic 

growth, climate change and exploring sustainable solutions for the future. (UN, 2021) 

International trade and business is of great importance to drive economic growth in a global 

perspective., International trade contributes significantly to achievements of at least six out of 

the seventeen SDGs (Van den Bossche & Zdouc, 2017). Free trade without barriers would 

facilitate cross-border trade opening up new market opportunities and more jobs and foreign 

direct investments. International business today is better fascinated by advancement in 

engineering & technology, communication and reduction of transportation costs. The World 

Trade Organization as the only international organization dealing with the global rules of trade 

function to ensure that trade flows as smoothly, predictably and freely as possible. It is 

established that international trade has vehemently contributed to uplifting a huge population 

from poverty, especially in Asia. The credit goes to the WTO and the regulation that facilitate 

free trade and consider least developing countries along with the adherence towards acting 

sustainably by the trade organization and other international organizations (Van den Bossche 

& Zdouc, 2017) 

 

2.2 Multinational operations and challenges of embeddedness 

But it has never been easy and straightforward for international trade and international 

organizations to ensure international social and environmental wellbeing. (Cormier, 2018) in 

his article analyzed how international organizations contribute to SGDs by studying the 

internal organizational behaviors and the external international powers such as the political 

groups. It also analyzed the role of states as external factors in the international organization's 

performance. (Cormier, 2018) came to the fact that the performance of the international 

organizations will be subject to the interaction and cooperation between the organization's 

behavior and the internal organizational processes, its understanding, awareness of the 

external factor and international relationships. (Meyer et al., 2011) argued that the role of local 

context is increased then decreased with globalization. This explained the opportunities and 

challenges of multiple embeddedness that MNCs face and how it is challenging to control and 
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coordinate in the context of the home country-host country and to leverage the potential 

opportunities for the local embeddedness of the subsidiary in the host country. This will 

increase with the increase of the multiple embeddedness of the MNC. (Martinez & Carlos 

Jarillo, 1989) also referred to the increase in complexity of the international environment. 

Accordingly, MNCs need a new set of control and coordination tools including formal and 

informal (subtle) mechanisms and integrated network strategy that provides better insight from 

the external environment and the internal organizational environment. With all the challenges 

and opportunities in the international business management of MNCs, (Cormier, 2018) claims 

that the international relations domain can provide the organizational behavior domain with 

theories and analytical tools that can be used to better design mandates and internal strategies 

that help navigate the external constraint successfully and effectively. An important factor to 

be considered as well as the level of integration in which (Kim et al., 2003) found that to 

control and coordinate international operations, people and information-based modes of 

integration are more efficient than the formalization and centralization based. This increases 

the role of humans in various aspects of managing and successful integration and 

implementation of strategies in the context of MNCs operating in different countries. 

In its theoretical construct, MNC (Multinational Corporation/Company) is a term used in 

international businesses for organizations that have operations in many locations around the 

globe. (Aggarwal et al., 2011) define MNCs as "successful firms that have grown over years into 

large corporations that are international in their operations". Our research work has the key 

focus on how MNCs deal with sustainability and sustainable business practices in developing 

markets or emerging economies. We look at the framework under which the sustainability 

policies are percolated and diffused from headquarters in developed countries and subsidiaries 

in emerging economies. The theoretical framework of this study thus deals with the internal 

and external factors influencing the process. As (Cormier, 2018) stated the international 

organization's success is based on overcoming and working on the internal and external 

factors. 

 

2.3 Conceptual Theoretical Framework 

Based on various aspects discussed above we have concluded on three key theoretical factors 

viz; institutional, relational context and the leadership role in defining success of 

sustainable and profitable ventures in developing economies. We have applied this framework 

to examine how the institutional, relational and leadership factors affect the implementation 

of sustainable business practice within MNCs HQ in a developed country and subsidiary in a 
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developing country and how HQ located in a developed economy transfers and diffuses 

strategies and policies to their subsidiaries.  

Our framework greatly relies on previous works of (Kostova, 1999), (Ahuja et al., 2019), 

(Peng et al., 2008), (Kostova & Roth, 2002) (Santos et al., 2015). The model of the framework 

is illustrated in Fig 4.  

 

 

           2.3.1Institutional duality and the Institutional set up 

In a build that was discussed above (Kostova & Roth, 2002) there are variations in 

interpretation and responses to strategies or practices that are planned to be diffused from HQs 

down to subsidiaries. These variations stem from factors such as institutional duality (Kostova 

& Roth, 2002). The duality comes from the local institutional setup of the subsidiary's host 

country in response to the MNC's HQ institutional setup. The institutional setup is defined as 

the legal system, culture, cognitive and normative practices, beliefs, and values in a specific 

location. In most cases, subsidiaries with the same institutional setup tend to be isomorphic 

and share the same practices and beliefs (Kostova & Roth, 2002). This varies depending on 

the cultural and belief system (Kostova & Roth, 2002) also highlighted the relationship 

context between the HQ and the subsidiary. It refers to the level of dependency, trust, and 

identification between the HQ and the subsidiary. The response level to new practice adoption 

is a function within two contexts i.e., Institutional and relational context (Kostova & Roth, 

2002). Based on this combination, the level of acceptance of new practices and strategies from 

HQ will vary from active adoption through the prompt implementation of strategies, 

showcasing belief in the values of the practices to some sort of ceremonial adoption of the 
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practices by merely obliging to the orders passed on by the HQ, without actually believing 

or seeing the value of the practices (i.e., less internalization). In between, some subsidiaries 

will be in a position of no implementation and no value recognition of the practices, while 

others will have a high appreciation of the new practices and strategies but do not acquire the 

needed capabilities to implement the practice at the subsidiary level which leads to an assent 

adoption (Kostova & Roth, 2002). 

According to Scott, W.R. (2013) "Institutions comprise, regulative, normative and cultural-

cognitive elements that, together with associated activities and resources, provide stability and 

meaning to social life. " Institution displays stability and value because of the procedures put into 

action by its regulative, normative, cultural-cognitive aspects. This is because these aspects 

are the backbone of any institutional setup which controls a society's behaviour, attitude, 

mindset, customs, routine, etc. It is also responsible for the resistance a society shows towards 

any kind of change. However, these aspects of institutions are allegorical which come into life 

when combined with materialistic resources. (Scott, W.R., 2013) Therefore, an institution is 

an organized umbrella-like structure or system within which people populate, co-exist and 

interact with one another. This kind of co-existence and interaction leads to the formation of 

rules, norms and meanings for certain actions. These rules, norms and customs are 

safeguarded for future interpretation of human interactions and are improvised as and when 

required. (Scott, W.R., 2013) 

2.3.2The Regulative Pillar 

The regulatory pillar of an institution is associated with regularizing, governing, controlling 

and compelling human behaviors. (Scott, W.R., 2013) This is undertaken by setting up rules, 

policies and procedures and to keep a track of its conformity by the people, keeping track of 

human activities or behaviors and authorizing or permitting to undertake certain sets of actions 

or processes within a societal setup. Under this pillar, above-mentioned rules, examinations 

and sanctions can be altered in order to influence and control the future actions of people. 

(Scott, W.R., 2013). 

2.3.3 The Normative Pillar 

The normative pillar of an institution is associated with norms and values which a society is 

expected to abide with. This pillar constitutes different dimensions of human behaviors 

within a social life like i.e., being incumbent, authoritative and judgmental in nature. (Scott, 

W.R., 2013) Values refer to a set of standards on the basis of which human behaviors within 

a social setup are compared and weighed. At the same time, in order to achieve these above-

mentioned pre-set standards, people within a social setup are bound to follow certain norms. 
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Norms refers to a specific, legitimate or an acceptable way of doing things in a society. (Scott, 

W.R., 2013) Certain values and norms are equally applicable to all members of a society 

whereas some are 

only applicable to a specific set of members of the society. Thus, such differences in the 

application of values and norms creates the concept of roles I.e., specific set of activities and 

work a person is expected to perform based on his or her specific social position and 

responsibility. (Scott, W.R., 2013). 

2.3.4 The Cultural-Cognitive Pillar 

Cultural- cognitive pillar of institutional set up refers to the shared inception about the 

disposition of a social reality and based on which a framework is created which possesses a 

certain meaning or definition to that reality. It reflects the cognitive ability (i.e., the ability to 

think, judge, understand, empathize and to solve problems) and social knowledge shared by 

people in a given societal setup like a country or region. (Scott, W.R., 2013) It includes common 

or shared patterns of belief, assumptions and ideologies which pave the way for a preferred 

form of political and economic setup within a region or nation. These elements are composed 

together in such a manner that it penetrates and shapes the belief system of people in a certain 

manner. In some cases, such commonality leads a certain set of people to take the risk of 

reconfiguring these belief systems which could be for the good or for the worse of that social 

setup. (Scott, W.R., 2013) 

 

2.4 Relational aspect 

According to Kostova & Roth (2002), apart from the external institutional pressures of host 

countries, MNC subsidiaries are also subjected to internal pressures formed within their 

organizational setup in order to abide with organizational structure, strategies, practices etc. 

These practices and strategies are generally formulated by the headquarters of MNCs and are 

generally inspired and influenced by the institutional setup of the home country where HQs 

of MNCs are generally located. As a result, subunits are not pressurized to conform to the 

institutional beliefs of the host location but are indirectly pressurized to conform to the 

institutional beliefs of the home country of the MNC. These institutional pressures of the 

home country are put forward in the form of organizational practices and strategies. 

The relational dimension or the relationship status between a MNC's HQ and foreign subunit 

determines to what extent such pressures from home location are taken into consideration by 

the subunit. As per Kostova & Roth (2002), the strength of HQ- subunit relationship is 
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determined by three elements i.e., dependence, trust and identity. 

2.4.1 Agency theories and MNC - Subsidiary relationship. 

MNCs are in a transformational phase towards more sustainable business practices that will 

ensure their competitiveness and efficiency (Fowler & Hope, 2007). But quite often, the 

international setup of the MNCs creates a situation where the same practices might not be 

interpreted or understood in the right way elsewhere. As explained earlier in the research, that 

can happen even within the same organization located in the same country or location. (Tura 

et al., 2019) explains that different departments of network members can have different 

perceptions about the newly introduced practice. A subsidiary in a developing country might 

not have the same level of understanding or value appreciation for a strategy or a practice 

implemented in the HQ (Headquarter) in a developed country/market. In this regard (Hoenen 

& Kostova, 2015) explained the complexity arising when MNCs enter developing countries 

and begin to establish operations there to leverage the talent, access to market, and resources. 

They used the agency theories to explain how to develop the relationship between the HQ and 

the subsidiary. It also explains the dichotomy between increased independence and autonomy 

of subsidiaries and aspiration of HQ for control and centralization (Hoenen & Kostova, 2015). 

They believe that the HQ-subsidiary relationship is key for the MNC success and thus the 

implementation for any new strategy globally. Such a relationship required a competent agent 

(Subsidiary Management) to be in place in order to be understood by the principal (HQ). 

(Kostova, 1999) explain how practices can be transferred and what is the successful transfer 

of strategic business practices from HQ to subsidiaries. He believes that the internalization 

and institutionalization of the practice in the subsidiary is the success for the process. As per 

(Kostova, 1999) the business practices within the organization do not get transferred to a 

social vacuum but are embedded in social, organization and relational contexts. The social 

differences between the host and the parent country and factors like social context, the 

institutional setup etc. can make some changes in the organizational cultures, leadership, 

power and authority structure (Kostova, 1999). The organizational context refers to the 

compatibility of the organizational culture of the transmitter of the practices, in this case the 

HQ, with the receiving subsidiary in addition to the capacity of the subsidiary to observe the 

new practice transferred (Kostova, 1999). Organizational context 

means the values and beliefs of the organization which are embedded and interacting with the 

social culture norms and values (Kostova, 1999). Respect for others, innovation, stability, 

aggressiveness, detailed orientation, outcome orientation and team orientation are 

organizational culture's set of values (Chatman & Jehn, 1994). The culture of the receiving 
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unit has a great impact on the success of the transfer of practice. The more the organizational 

culture at the subsidiary in supporting learning and innovation the more the success granted 

(Kostova, 1999). This also means the organizational value of the subsidiary should align with 

the new practices in order to smoothly transfer and become institutionalized (Kostova, 1999). 

The last context is the relational context between the two organizations, HQ and the 

subsidiaries. The more level of trust between the two organizations the easier the practice can 

be transferred. Transfer of practices are mainly to uplift the MNC in their capability in the 

specific area, but once the subsidiary lacks the trust of the HQ, the commitment on the 

implementation will not be in place and might even go to a resistance mode. Furthermore, if 

the subsidiary is dependent on the HQ providing it with what needs to be done, the results of 

the transfer will be that the subsidiary will implement the new practice without internalizing 

it, i.e. not fully believing in the value system or not understanding it(Kostova, 1999).  

2.4.2 Dependence 

The dependency of a subunit on the headquarters is determined by the subunit's expectation 

from the HQ to support the unit with regards to the provision of knowledge transfer, R&D 

assistance, resources, expertise, capital, etc. This determines to what extent the HQ practices 

an autocratic and hierarchical style of management with its subunits and also reflects the level 

of autonomy enjoyed by the subsidiary. (Kostova & Roth, 2002) Thus, depending on whether 

the subunit is dependent or independent from the HQ, the level of compliance can be 

determined. Therefore, the higher the dependence of a subunit on HQ the higher will be the 

compliance of new strategies and practices by subunits and vice versa if the subunit is 

autonomous and has minimal dependence on HQ. (Kostova & Roth, 2002) 

2.4.3 Identification 

This element refers to the degree to which the sub-unit workforce feels attached to the 

Headquarters. It depends on to what extent the subunit can relate itself with the headquarters. 

Identification means the subsidiary feels they are a part of the HQ or the parent organization 

and their own identity in the host location is an extension of the parent organization's 

recognition in that market. (Kostova & Roth, 2002) Subunits that identify themselves as a part 

of the HQ tend to showcase high belief in their parent organization and easily abide with the 

strategies, practices and values transferred by the HQ. Thus, subunits that identify with HQ 

tend to consider their local unit similar to that of the parent unit and this makes the diffusion 

process smooth and easy. (Kostova & Roth, 2002) 
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2.4.4 Trust  

The element of trust between a foreign subsidiary and headquarters is determined by the 

subunit's belief on the HQ with regards to factors like the HQ will act in line with the 

commitments it made to the subunit, HQ will not exploit the subunit by taking advantage of 

the unit for its vested interest and HQ will be honest and truthful to the subunit with regards 

reasons behind taking decisions and making commitments. Higher the level of trust, the easier 

will be the diffusion of new strategies and practices. High level of trust will also reduce the 

effort and cost of negotiation and communication. (Kostova & Roth, 2002) 

 2.4.5 Ceremonial Adaption 

This additional element refers to a situation wherein subunits abide with the diffusion process 

of new business practices and strategies in order to attain legitimacy. In such a situation, the 

subunit really believes in the value of new practice or strategy. (Kostova & Roth, 2002) They 

fail to understand the benefit behind implementing the new change or they disbelieve that the 

new change could bring in any competitive advantage to the subunit within their local market. 

In this situation a subunit abides with the change due to compliance requirements and not 

because they necessarily identify themselves with the parent firm or they immensely trust or 

believe the decisions made by the parent organization. (Kostova & Roth, 2002) 

 

            2.5 Leadership and Human Critical Success Factors 

A crucial factor that we also think would affect the adoption and the response to sustainable 

business practices at the subsidiary level is the leadership style. (Ahuja et al., 2019) stated that 

MNCs started to implement sustainable business practices due to two main reasons, first 

taking into account the contribution to reducing the CO2 emission and helping to stop 

environmental degradation. Second, regulations are changing and business operations are 

forced to act sustainably to adhere to the legislative setups in their locations. (Ahuja et al., 

2019) the study resulted in a causation relationship between the managers' Human Critical 

Success Factors (HCSFs) and the implementation of sustainable business practices. As per 

(Kurucz et al., 2017) the transformation for sustainable business operation will require 

leadership and change management at all levels. Factors like Green Motivation, relationship 

management, strategy alignment, management leadership, and communication are Human 

Critical Success Factor for efficient sustainable management (Ahuja et al., 2019). (Renwick 

et al., 2013) argued the importance of the role of green human resource management to 

prepare and bring a sustainable business leader that can drive the sustainable transformation 
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journey. This can be a catalyst for the transformation and the change in the employees' 

perception of sustainability. Managers must have customer relationship management 

experience and skills, to manage the trust with internal 

stakeholders and customer promotion for the new practice (Muller, 2014). (Toaddy, 2015) 

and (Harvey et al., 2013) encouraged the need for motivating employees and leaders to drive 

the change in the organizations. 

The leadership and management of a business organization refers to the ability of a 

management team to reap and safeguard the organizational benefits by meeting and fulfilling 

the changing needs of customers, workforce and other relevant stakeholders. (Abbas, W. and 

Asghar, I., 2010) It also includes the ability to realize and understand the goals envisioned by 

the HQ or the parent firm and the capability to implement it effectively and efficiently into the 

one's own business or subsidiary unit. This aspect plays an important role in the development, 

growth and expansion of a business organization. An effective leader helps and guides its 

workforce to face new challenges and embrace new changes. (Abbas, W. and Asghar, I., 20 I 0) 

An organization cannot achieve strategic changes like implementing sustainable business 

practices without the strategic roles of concerned leaders. This is because it is up to leaders, 

especially at subsidiary levels, to allocate and arrange capital, resources and workforce to 

achieve the new goals envisioned by the HQ. (Abbas, W. andAsghar, I., 2010) 

2.6 Strategic Tripod 
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(Peng et al., 2008) on their institution-based view of international business that focuses on 

emerging economies, stressed on the criticality of the institutional conditions and transitions 

as one of the "tripods" (Figure 3) legs that will allow the international strategy to succeed. 

The other two legs are the industry-based competition in the new market and the firm-specific 

resources and capabilities to implement the strategy. (Lillrank, 1995) argue that the successful 

diffusion of sustainable business practices needs three additional components as well, first the 

principles which include the value and what people care for and that included in the 

institutional setup, second, an organizational structure that withstands the new practice 

implementation and the t h i r d , t h e  t o o l s  for executions and control of t h e  n e w  

p r a c t i c e  o f  t h e  s t r a t e g y . 
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Chapter 3. Research Methodology 

 

We have adopted qualitative research methods for conducting this research because 

Qualitative research study uses a comprehensive path to explore the required set of data or 

information. 

3.1 Qualitative research - Overview and approach 

 Qualitative research is the act of collecting data that is non-numerical in nature. Typically, 

it goes beyond the information that quantitative research provides (which we will cover 

below) because it is used to gain an understanding of underlying reasons, opinions and 

motivations (Harry Gough, 2020). 

This research study mainly involves the process of exploring and examining a social 

occurrence or a natural incident by a researcher from his or her point of view. The idea behind 

conducting a qualitative research study is to interpret, describe and explain the collected 

information or data through a considerate and fruitful means. The empirical nature of this 

research technique helps researchers to come up with new theories from a particular set of 

facts. Under this, the researcher is expected to have fully emerged in a given natural situation. 

The qualitative research methodology of data collection is considered apt, effective, and 

relevant for explaining the social circumstances which pave way for evolving and upcoming 

theories (Williams.C, 2007). 

Qualitative research methods can be put to best use when the expected result from this 

technique is considered for the benefit of further study or understanding of the theory(s) in 

question rather than expecting an absolute solution or result for the given social situation. This 

would be effective for topics or areas which are less ventured into both in the academic and 

corporate world. This technique helps researchers realize the fact that not all research study 

findings are absolute truths that can be applied blatantly; rather it stresses the fact that 

findings with less objectivity at times serve better purpose or understanding for a given social 

setup. (Barnham, C., 2015). 

3.1. Why Qualitative method – Justification. 

We have adopted qualitative research methods for conducting this research because 

Qualitative research study uses a comprehensive path to explore the required set of data or 

information. 

 The topic under study “How the Institutional, relational and leadership factors affect the 

implementation of sustainable business practice within MNCs HQ in a developed country and 
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subsidiary in a developing country MNCs” is more of  a  socio- economic nature, about how a 

business is committed to environment and sustainability for future living. Given the nature of 

the research question the study in general will have to encompass the following aspects. 

• Understand the feelings, values, and perceptions that underlie and influence behavior 

• Identify customer needs and perceptions. 

• Capture the language and imagery customers use to describe and relate to a 

product, service, brand, etc. 

• Perceptions of marketing/communication messages. 

The apt method for such a nature of study is the qualitative method because the qualitative 

research method is specifically designed to uncover a target audience's behavior, its 

connection to a particular topic or issue. It uses in-depth analysis of small groups of people for 

building theories (Carol, T., 2016). This method allows a researcher to get into great details 

due to his or her in-depth involvement in a natural setup. Additionally, below mentioned 

advantages of Qualitative research method made it suitable to our nature of study. 

• It helps in interaction among respondents, as they depend on the comments, 

perceptions, views, opinions and ideas of people. 

• It involves respondents more than in a structured survey as it uses dynamic 

processes such as interviews and group discussions. 

• The opportunity to probe allows you to determine more than just initial responses 

and rationales. 

• By observation, recording and interpretation of non-verbal communication, it plays 

an integral role during interviews and discussions. 

• It gives you an opportunity to engage respondents in projective techniques. 

• It also helps to overcome the self-consciousness that can prevent impulsive reactions 

and responses. 

 

Here, the researchers need to keep in mind that qualitative techniques are more 

phenomenological as it is purely the study of how participants or observers interpret the given 

social setup from their point of view which could be objective or at least accurate from certain 

angles. It is more a representation of an existing reality of a social setup. This method tries to 

figure out "how" the observer interprets or creates the meaning of the social setup rather than 

seeking the objective facts about "what" the observer interprets and thinks about the given 

social scenario. Therefore, qualitative research aims to understand how the observer picturizes 
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the scenario around him or her. This process under this research technique is popularly 

undertaken by conducting unstructured and semi-structured interviews by asking open-ended 

questions and follow-up questions or by carefully observing the activities undertaken within 

the given social setup (Barnham, C., 2015). Through this research study, we will explore and 

inspect a realistic scenario of how a western multinational corporation executes its sustainable 

business practices on a subsidiary located in an emerging economy with a divergent 

institutional setup as well as with a distinct leadership style and how this would eventually 

affect the relationship status of the headquarters and the subsidiary. We as researchers felt that 

a qualitative research approach was appropriate to undertake this research. 

3.2.1 Abductive Approach  

The theoretical frame work explained the existing theory and philosophy of the subject under 

study in a detailed manner. Our research has significant dependency on all theories explaining 

various aspects of Institution, Environment, relational and Societal influence on business 

performance.  

For this study, under the qualitative technique, we will be undertaking an abductive approach 

because this approach helps the researchers to comprehend their knowledge and level of 

understanding by comparing the given theory with empirical data collected as well as 

findings from previous research studies.  

This study is aimed to understand the impact of Institutional set up, relational aspect and 

leadership aspects with respect to MNCs in developed economy extending their business to 

developing economies.  

As is clear from the research question we needed to apply existing theories and studies in 

related aspects of the research question to the various types of data collected in order to 

conclude on a comprehensive model to show case how sustainability is impacted by the key 

factors viz; Institutional, relational and leadership when MNCs in developed countries extend 

their business to emerging economies.  

The method being a combination or amalgamation of inductive and deductive  approaches, the 

researchers can move back and forth between the process of induction and deduction. When 

using a deductive approach, the researchers are bound to fit the collected ideas within the 

framework of theories used in the specific research study. Whereas in the case of the inductive 

approach, there will be a tendency to collect a vast amount of data from multiple sources 

causing a dilemma for researchers to narrow down to a specific set of data to develop a definite 

theory (Earl Rinehart, K., 2020). 

In our case this amalgamated method would help us to engage in timely adjustments of 
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available theories when the vast data collected through primary and secondary methods might 

lead to newer suppositions. This approach would help us, researchers, to expand the 

theoretical framework to our findings. This is because it would provide new knowledge about 

the social phenomena, which is being researched by allowing us researchers to study from a 

different viewpoint (Halecker, B., 2015).  

Upon collecting the relevant empirical evidence, a detailed analysis  was conducted to make 

necessary enhancements to the selected theoretical framework by adding  new information or 

data acquired. 

3.2 Limitation and constraints  

While the above points bolster our decision to opt for a qualitative method, we do appreciate 

the limitations this method posits. As (Brandon Gaile, 2018) put it we have considered below 

drawbacks of the method while collecting and analysis of data and in deriving a conclusion. 

• It is not a statistically representative form of data collection. 

• It relies upon the experience of the researcher. 

• It may require multiple sessions. 

• It can be difficult to replicate results. 

• It can create misleading conclusions. 

• It can be influenced by researcher bias. 

• It may not be accepted. 

• It creates data that is difficult to present. 

• It creates data with questionable value. 

• It can be time consuming. 

• It has no rigidity. 

 

The characteristics of qualitative research (Brandon Gaile, 2018) show us that gathering 

unique, personalized data will always be important. It is the best method to understand how 

certain people, and even certain groups, think on a deeper level. Because of the subjective 

nature of the data, however, its reliability and veracity will always be questioned by someone. 

  

By basing research of human experience, the data obtained is typically more in depth than 
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quantitative research. The complexity of human behavior means that subtleties may be missed 

without digging deeper and asking ‘why’ rather than taking the data at face value. This is where 

qualitative studies are useful (Harry Gough, 2020).  

Under the qualitative research methods, due to the absence of scientific or mathematical 

techniques, the interpretations tend to vary from one research study to another as well as from 

one researcher to another for the same research area or topic. However, this technique 

provides an in-depth detailing of a researcher's analysis for a given natural scenario which he 

or she was part of while observing the same. Therefore, it is the point of view or exposition 

of an observer of a social situation that at times can provide a better understanding of a certain 

set of theory(s) more than statistical interpretations. Qualitative methods can be made more 

objective by expanding or using multiple- sample sizes of similar characteristics, set of 

researchers, periods, etc. to establish the validity and efficacy of the findings. This is so 

because, if the findings of these multiple studies using different sets of researchers, timespan, 

sample size, etc. are confirmed by one another, it would enhance the objectivity of the study 

(Barnham, C., 2015). 

3.4. Case study research 

For this research study, a case study design was chosen to necessitate a comprehensive and 

thorough examination of a specific case. This design is generally involved with the specificity 

and intricacies of the research case which is being analysed by the researchers. It entails a 

detailed study or research of a specific organization, affair, location, individual. The focus of 

the case study is more inclined towards a specific social situation or an entity like a business 

organization. It aims for an extensive and detailed analysis of the given ambiance or 

framework. As a result of this, case study designs are commonly affiliated to qualitative 

research methods as this design supports and positively responds to qualitative data collection 

techniques such as semi-structured and unstructured interviews, observation, focus groups, 

surveys, group discussions, official or corporate documents revisions, etc. These data 

collection techniques can also be collectively used under case study design making it more 

adaptable for research studies (Bell et al., 2019). 

In this scenario, the case in question being of particular interest to us as researchers, the 

adoption of a case study as a research design would be more pragmatic to undertake an 

intensive exploration. Therefore, the research design approach used in this paper will be 

idiomatic as it would provide a detailed insight into our target group which is a multinational 

corporation (MNC). Furthermore, we have opted for Instrumental case study as a type as it 
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would allow us, researchers, to comprehend the given scenario in such a way that the learnings 

from the same would guide us to increase our understanding at a broader level i.e., how can 

MNCs effectively implement their sustainable business practices under varying or challenging 

institutional setups. With regards to case type, this study will be revelatory as we are trying 

to analyse and understand a social phenomenon that is less explored in the past, and any kind 

of evidence collection will be more or less considered as a revelation under the theory of 

institutionalization and sustainable leadership (Bell et al., 2019). 

 

3.5. Selection of Business organization 

In this research paper, our area of research is limited to Multinational corporations (MNC). 

According to Oxford Reference (2021) "Multinational Corporation is a form of capitalist 

enterprise in which the financial structure, managerial control, and integration of productive 

activity span national boundaries and are oriented to international (or global) markets." 

In international business language (Hipple, 1990) used the US Bureau of Economic Analysis 

definition of MNC, which is a firm that is based on one country named as the parent country 

and has at least 10 percent of its operation and equity in another country through which it is 

named 

as an affiliate. An organization that is termed "multinational" when it is operational or 

engaged in more than one country for conducting business activities. However, certain 

standards need to be taken into consideration when considering a business entity as a 

multinational. This is generally determined by the business activities undertaken by the given 

organization and the level of foreign elements involved at different stages of its business 

activity. This would involve the assets owned by the firm, sales performance, production, 

profits earned by foreign subsidiaries, geographical location of employee force, etc. (United 

Nations, 1973). A more sophisticated view is provided by (Leih, 2017) based on the 

knowledge-based view of a firm, that MNC is the instrument through which profit can be 

granted though transferring the knowledge internationally provided the low cost of 

communication inside the firm in comparison to transforming it from or to another firm. (Leih, 

2017) relate that to the efficient control and coordination mechanism of the firm and that is 

the main reason for the firm to become multinational. Furthermore, a multinational 

corporation is an international enterprise that reproduces that and sells goods or services to 

multiple nations across the world. Typically, a multinational organization tends to have its 

headquarters in one specific country, which in most cases will be the home country of the 

organization, having a major part of business operations in other countries known as host 
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countries (Eurostat, 2019). 

Therefore, by keeping in mind our specific interests towards the institutional setup of 

emerging nations in association with sustainable business practices, we decided to approach 

and collaborate with a business enterprise that has its business operations in Europe 

(preferably Sweden) as well as locations in other parts of the world including developing 

nations. 

The transport industry is not an exemption from the development of sustainability concepts. 

More and third-party logistics services (3PLs) providers in Europe are considering and 

transforming towards more sustainable operation (Evangelista, 2014). In the United States the 

transportation sector is evolving and capturing more sustainability practices to meet the 

climate change mitigation requirements (Leuenberger et al., 2014). More planning, 

implementation, monitoring and evaluation is conducted by the (International Energy 

Association (IEA), 2021) on providing the latest technologies in combustion engines 

efficiency, green fuels and cleaner energy sources. The transport industry contribution to 

sustainability is of two-fold, first the contribution towards the energy consumption of the 

automobiles on the roads. That is through complaining about greenhouse gas emission 

regulation and providing technologies assuring the efficient consumption of energy (Dalla 

Chiara & Pellicelli, 2016). The second is through the concept of "well-to-wheel" in which 

sustainable utilization of the main resources is used and limiting the use of oil driven energy 

in the vehicle's production (Dalla Chiara & Pellicelli, 2016). 

Additionally, since we are located in Gothenburg Sweden, it gave us immense convenience 

to conduct our research study and we got the opportunity to team up with Volvo Trucks which 

is a part of Volvo Group. Volvo Trucks is one of the leading players in the automobile industry 

in the world by being one of the prominent brands for medium and heavy-duty trucks. The 

vehicles produced by them are sold and serviced in more than 130 nations across the world 

which are assembled in 13 different nations including emerging economies (Gabrielsson, A. 

& Gustaf Larson, F., 2021). The transport industry is one of the major industries in the 

sustainable transformation journey, given the probability to contribute in the reduction of the 

greenhouse emission in their value chain and their final products (Gabrielsson, A. & Gustaf 

Larson, F., 2021). 

Volvo's core values include business operations affiliated with the environment, society, and 

economic well-being as part of their sustainable business practices and corporate social 

responsibility. As an MNC it believes in creating value for its customers, employees, 

shareholders, and other stakeholders by engaging itself in long-term sustainable development 
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at a global level by working towards 3 key factors, namely Environmental, social and 

economic responsibilities (Gabrielsson, A. & Gustaf Larson, F., 2021). 

Finally, we would like to highlight that the scope of our current research had certain 

limitations with regards to time, scope & scale of the study, sample size, budget and above all 

prevailing pandemic situations across the globe. 

 

 3.6 Data Collection  

In this paper, we will be using primary and secondary sources of evidence for examining and 

analyzing the institutional, relational, and leadership theories in association with sustainable 

business practices and how it affects the business practices of a global corporation like Volvo 

trucks in developing economies with varying institutional and leadership beliefs. 

3.6.1Primary Data 

In this research study, primary data will be provided with great importance to obtain a detailed 

elucidation of internal and external challenges or pressures faced by Volvo Trucks with 

regards to establishing sustainable business practices under varying institutional setups. This 

is because it would provide an insightful perspective of the respondents who are directly 

engaged in the implementation and functioning of sustainable practices of the firm. The said 

data will be collected in the form of interviews. 

Interview: Under this process, a face-to-face (virtual or in-person) or telephonic interaction is 

undertaken between two groups of people i.e., interviewers or researchers and interviewees 

or subjects. Here the researchers will be asking questions to the subjects to collect the required 

data. The data collected, i.e., the subject's responses are either recorded using an audio or 

video recorder or by making written notes. Interviews can be structured, semi-structured, and 

non-structured. Under a structured interview, a particular set of predetermined questions are 

asked to the interviewee wherein under a non-structured interview, questions are not pre-

determined and directive rather they are open-ended in nature. The Semi-structured interview 

is a combination of the above two interview types wherein researchers ask a few pre-

determined questions followed by open-ended questions which are not prearranged in advance 

(Blog, F., 2020). In this study, we conducted semi-structured interviews with the top-level 

managers of Volvo trucks International and top and middle-level managers of Volvo Trucks-

Malaysia. This technique allowed respondents to have an elaborate discussion on topics 

without being strongly directed by the researchers. As a result of this, we as researchers were 

able to get hold of exclusive data which was very valuable for the research study. 
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3.6.1.1 Selection process for interview respondents 

To select a potential business organization to conduct the topic of research, we started by 

getting in touch with Gothenburg University's guest lecturer for the course Sustainable 

management­ Mr. Per Ostling. Mr. Ostling is also a co-founder of a Sweden-based 

organization called First To Know-The ()Space 360°. First To Know (founded in 2003) helps 

their clients i.e., MNCs by helping them focus on Sustainable business development and 

value-based business transformation to help them improve their business value via change 

management. Per helped us to get in touch with Mr. Lars Martensson, Director for 

Environment and Innovation at Volvo Trucks International. Further, with Mr. Martensson, we 

undertook multiple meetings to present our thesis idea and purpose behind undertaking the 

research and also to understand and learn about Volvo Trucks' Existing as well as upcoming 

sustainability projects. Upon consulting with his colleagues, Lars suggested that we research 

how and to what extent institutional setups of emerging economies cooperate and respond in 

association with the implementation of fossil-fuel-free trucks in their markets. 

This business initiative has been successfully implemented in Sweden and it is at its pilot 

stage. The company is planning to expand this initiative across Europe. However, Martensson 

and his team were curious to understand the scope for this transition in emerging markets and 

wanted to analyze how well it will be imbibed by the government, shareholders, employees, 

customers, and other relevant stakeholders of such markets. Furthermore, we had a couple of 

meetings with him to analyze which emerging market will be suitable for this analysis. 

Together, we jotted down countries like China, India, Malaysia, and South Africa which are 

a few of the prominent and promising locations of Volvo trucks. Due to the easy availability 

of corporate and institutional documents as well as due to the availability of relevant data in 

the English language we along with Mr. Martensson opted for Malaysia, as purposive 

sampling that is aligned with our research question (Bell et al., 2019) and provides 

institutional and countries economic status contrast. 

Post this decision, Lars had a brief discussion with the Managing Director of Malaysia. Upon 

receiving permission from the managing directors, we were provided with the contact details 

of officials from the Malaysian unit. Purposive sampling for the participants was done in 

relation to the research question (Bell et al., 2019). We were provided with the contact 

details of a few higher officials from the head quarters who belong to the core team which is 

envisioning the implementation of this initiative at a global level including market like 

Malasya.  The officials included both the top as well as middle-level managers from Sweden 

and Malaysia. 
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The table below represents the list of respondents and their interview details: 

 

 

 

 

 

Date 

 

 

 

Name 

 

 

 

Position 

 

 

 

Business Unit 

 

 

 

Location 

 

Mode of 

Interview 

 

Time 

Period (H: 

M: S) 

 

2021-5-06 

 

Tony 

O'Connell 

 

Managing Director 

 

Volvo Trucks 

 

Malaysia 

 

Zoom 

 

02:31:58 

 

2021-5-12 

 

Steven Kwok 

 

Director -Business      

Development 

 

Volvo Financial 

Services 

 

Malaysia 

 

Zoom 

 

00:45:04 

 

2021-5-03 

 

Elin Osterlindh 

 

Vice President 

Business 

Development 

 

Volvo Trucks 

International 

 

Sweden 

 

Zoom 

 

01:59:51 

 

2021-5-10 

 

Eva Bennis 

 

Director 

Purchasing 

 

Volvo Group 

Purchasing 

 

Sweden 

 

Zoom 

 

00:32:07 

 

2021-5-03 

 

Chun Han Yee 

 

National 

Sales 

Manager 

 

Volvo Trucks 

 

Malaysia 

 

Skype 

 

01:13:02 

 

2021-5-04 

& 

2021-5-06 

 

 

 

Eng Loon Lim 

 

 

     Retail 

    Dealership 

Manager 

 

 

 

Volvo Trucks 

 

 

 

Malaysia 

 

 

 

Zoom 

 

00:54:02 

& 

00:36:1

0 

 

2021-5-04 

 

Syed Ashraf 

B Syed 

M o h a m e d  

 

Technical 

Engineer/Trainer 

 

Volvo Trucks 

 

Malaysia 

 

Zoom 

 

00:54:00 
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2021-3-24 

& 

2021-4-13 

& 

2021-4-16 

 

 

Lars 

Martensson 

 

 

Director 

        Environment 

& 

Innovation 

 

 

 

 

Volvo Trucks 

International 

 

 

 

 

Sweden 

 

 

 

 

Zoom 

 

01:00:00 

& 

00:40:10 

& 

01:40:01 

 

Table 1: Details of Interviews Conducted 

 

           3.6.1.2Arrangement and Distribution of Interview Questions 

A total of 27 questions to guide the interview were formulated by us researchers for collecting 

data using the interview process. These questions were segregated into 3 sub-sections known 

as 

1) the Institutional setup of Headquarters & subsidiary; 2) the Relational context between 

Headquarters & subsidiary; and 3) the Leadership styles of Headquarters & subsidiary. 

3.6.2 Interview Process 

The interview process was initiated by the researchers by providing a brief background about 

their education and previous work experience. Furthermore, the purpose and intention behind 

the research study were elaborated to the respondents. Following that the researchers also 

briefly explained the theoretical framework formulated in association with the research study in 

order to help the respondents to understand the context of the questions asked. Post this, the 

respondents were asked to introduce themselves and were asked to elaborate on their 

educational background and previous work experience. They were even requested to elaborate 

on their experiences with sustainable business practices in their current and previous work 

organizations. The majority of the respondents were highly cooperative and enthusiastic about 

their interview sessions. They were extremely friendly and comfortable during the interview 

process. As mentioned before, the questionnaire was semi-structured. The respondents were 

provided with ample time and liberty to venture into their answers and opinions. As a result, 

few interviews ran beyond the prescribed time limit of 1 hour. Follow-up questions were asked 

as and when the required data seemed relevant and informative for the study or in cases where 

the conversations had to be navigated to the intended directions. Due to pandemic restrictions 

as well as due to geographical distances, all the interviews were conducted via online platforms 

like Zoom and Skype video calls. The calls were recorded with the permission of respondents. 

Furthermore, the recorded videos were transcribed using a transcription tool called Otter.ai. 
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And the transcripts were e-mailed to the respective respondents for their perusal and 

suggestions. 

3.6.3 Secondary Data 

This type of data is not directly collected from the respondents by the researchers. This 

involves a review of previously collected evidence concerning the research topic in question. 

It is an empirical process wherein data is collected from previous research papers or other 

official or institutional documents like corporate/ business annual reports, financial reports, 

sustainability reports, official statistics reports, government or administrative papers, articles 

from business papers or magazines, etc.  

To analyses secondary data relevant for our research study we explored and studied the annual 

and suitability reports, official company website of Volvo Trucks (Volvo Groups) along with 

business articles and blogs about the organizations. 

3.7 Data analysis 

As mentioned earlier in the subsection of Qualitative research methods, We undertook an 

abductive approach for analyzing the data collected in association with this research study. 

This refers to the fact that we researchers analyzed by conducting cross-evaluation between 

the data collected and the theoretical framework. This enabled us to improvise the theories 

based on the data collected and reframe and transform them into a set of more developed and 

progressed theories that are more relevant for the current scenarios. The data collected are 

divided into primary and secondary data. The primary data were collected by conducting 

virtual interviews and the secondary data were collected through corporate documents, journal 

articles, official websites, etc. The data collected through primary and secondary sources were 

combined and reformulated to produce a detailed explanation of the institutional, relational, 

and leadership & management style aspects which affect and influence the strategic planning 

of implementing sustainable business practices in emerging subsidiary locations by 

multinational corporations. 

After collecting the required empirical data, the findings were described in detail and a 

detailed analysis was undertaken to compare the findings with the theories based on the 

conceptual framework used in this study. Finally, a conclusion has been drawn to highlight 

the improvisation of the concepts of the theoretical framework used. 

3.7.1 Quality of Research 

According to (Stenfors, T. et al. 2020), the most commonly practiced method to analyze the 

quality of academic qualitative research is to analyze the same using the four criteria namely, 
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credibility, dependability, confirmability, and transferability. 

We have given utmost focus on the quality of this research in accordance with the above 

criteria.  

Due attention is given in the selection of the procedures and selection of data sources to make 

it credible so that the reasech question is explored righteously. 

This paper is intended to be dependable for future researchers and analyst and help them help 

them reach a different conclusion depending on their specific requirements (Stenfors, T. et 

al., 2020). 

Finally, we have ensured transferability so that the research findings are transferable or 

applicable for a different scenario other than the scenario or setup mentioned in this study. 

We, the researchers have tried to provide a detailed explanation of the context, time period, 

and the environment in which the research was conducted and how accordingly the final 

results are formulated (Stenfors, T. et al., 2020). 

 

3.8 Ethical and legal considerations 

Consideration of ethical and legal practices when conducting business research is very 

essential for researchers as it is a fundamental and essential aspect when undertaking a 

research process. Hence, the researchers need to be well informed about the ethical principles 

that need to be taken into consideration when undertaking a research study (Bell et al., 2019). 

When conducting a master's level research study, it is important to make sure that the research 

is conducted without causing any kind of harm; rather the entire process should be undertaken 

in a righteous manner (Laerd Dissertation, 2021). Therefore, the ideal steps a researcher 

should follow are- reducing the risk of any kind of harm to the participants, avoidance of 

invasion of privacy, acquiring informed consent from the participants, avoidance of deceiving 

or misleading study procedures, and provision of the right to withdraw if demanded by the 

participants (Bell et al., 2019). 

Reducing the risk of harm to participants refers to avoiding the hann of any form i.e., harm to 

participants' career or self-development, future career opportunities, creating stressful 

situations and causing discomfort, social and financial disruptions, etc. (Bell et al., 2019). 

Generally, such forms of harm are not caused by the researchers on purpose. Thus, one 

should try to avoid therisk of causing harm. Such situations can be generally avoided by 

obtaining permission from participants before they are made to participate in the research 

process by educating them about the purpose and intention of the study. Furthermore, the 
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researchers should ensure the safety of participants by not disclosing their confidential 

information both at the personal and professional level as well and if required should make 

efforts to maintain their anonymity. (Bell et al., 2019) Further, acquiring informed consent 

from the participants refers to educating potential participants with maximum details in 

association with the research study and allowing them to participate at their ethical discretion. 

In the case of privacy ethics, it refers to the provision of choice to remain anonymous or to 

maintain a state of secrecy if it is preferred by the respondents or participants. Similarly, 

avoidance of deceiving the respondents with incorrect study goals and procedures is important, 

this is because it causes mental trauma to the participants and the research study will be 

subjected to intense scrutiny and criticism and might even affect the final approval of the 

research study findings. (Bell et al., 2019) The final step refers to the right to withdraw if 

demanded by the participants. The respondents or participants should always be provided with 

a choice to withdraw from the study process at any point in time. This refers to the fact that 

participants should not be pressurized or forced by the researchers to continue with their 

cooperation. (Laerd Dissertation, 2021) 

In line with the above-mentioned ethical considerations, none of the participants or interview 

respondents caused any kind of psychological, social, financial, or professional harm. 

Furthermore, they were well informed and educated about the intention and purpose of the 

study before conducting the interview process. Being authors of this study, we even asked for 

the consent of interview respondents before video recording their interview sessions. We also 

provided respondents with the option to remain anonymous if required. We even shared the 

empirical data in the form of written transcripts of the interview sessions with the respondents 

for their perusal, correction, and approval of the same. Finally, we also distributed a copy of 

our empirical findings with the respondents for their analysis, approval, and suggestions. 

Furthermore, none of the participants were forced to cooperate in the study and were free to 

decline interview questions that were out of their professional scope. The interview date and 

time were set as per the convenience of the participants. Finally, due to pandemic-related 

restrictions, the participants from the organizations' headquarters were provided with the 

opportunity to attend the interview via online platforms like Zoom and Skype. 
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Chapter 4. Empirical Findings 

 

This section details data collected for the research. We had collected the existing data through 

various resources like articles, journals, web sites, discussions, interviews etc. The report 

gives enough attention to the overview of the entire ambit under which the research intended 

to progress. As it progresses this section touches base with all relevant information that is 

taken as primary and secondary data of this research. 

 

4.1 Case study of Volvo truck in Malaysia - Deciding factors 

After the meeting with the contact at Volvo trucks and subsequent discussions on the scope 

of our research we decided to choose Malaysia, one of their overseas business locations, to 

focus our study. The selection criteria were language, access to information in the country's 

institutions, and the availability of the local employees to participate in our study and more 

importantly, Malaysia is a developing country from southeast Asia. All these factors along 

with the opportunity to understand Volvo's professional set up of business and the 

organization’s willingness to support us were other motivational reasons behind our choice of 

the organization and location. 

4.2 Volvo Trucks: Overview 

Volvo Trucks is one of the core companies of Volvo Group, the famous Swedish car 

manufacturer. The company is located in the city of Gothenburg, the capital of the west 

Gotaland region in Sweden (Volvo Group, 2021). The company is considered to be one of the 

premium brands in the truck industry with the vision of shaping the future of transportation 

systems and to become more sustainable. The company believes that more prosperity for their 

customers means more prosperity for society and this needs to be conducted sustainably 

through providing sustainable solutions. The company is advocating and pushing toward 

100% safe and fossil-fuel-free products that achieve high productivity (Volvo Group, 2021). 

The company was established in 1927 to provide transport and infrastructure solutions such 

as cars, heavy equipment, construction equipment, buses, trucks, and power solutions for 

marine and industrial applications in addition to financing and services that ensure their 

customers' productivity and efficiency (Volvo Group, 2021). The company has around 

100,000 employees and sells its products in 190 markets around the world with a net sales 

value of 338 billion SEK in 2020 (Volvo Group, 2021). The biggest market share of 40% is 

located in the European markets followed by the emerging markets in Asia and North 
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America with 24% each (Volvo Group,2021). Latin America, even though it hosts one of the 

main production facilities for Volvo trucks in Brazil, only accounts for 6% market share and 

the same percentage goes to Africa (Volvo Group, 2021). The company owns flagship brands 

like Volvo, Volvo Penta - for power solutions products for commercial marine boats and other 

industries- Renault Trucks -one of the largest truck manufacturers in the world- and more 

(Volvo Group, 2021). Under the group, there is Volvo Financial Services (VFS), the financing 

arm of Volvo Group that provides dealers around the world with suitable support for smooth 

and developing business (Volvo Group, 2021). The company is managing credit volumes of 

150 BSEK for the Volvo portfolio and 50% of this credit is dedicated to Volvo Trucks dealers 

and customers (Volvo Group, 2021). As of (Forbes, 2021) the company market value is 52.2 

BUSD. When it comes to sustainability and the global sustainable development goals, Volvo 

group mainly focused on these areas 1) Climate, through efficiency along the value chain and 

promoting greener products, fossil fuel-free electrifications Resources through efficiency in 

material utilization 3) People by ensuring the safety and facilitating human right for a better 

life (Volvo Group, 2020). 

Volvo Trucks' business varies from heavy-duty trucks to light-duty trucks for distribution 

(Volvo Group, 2021). The main focus of the brand is quality, safety, and environmental care 

and these are the core values of the company (Volvo Trucks, 2021). The company sees that 

the future of the industry is changing due to the current trends, such as climate change, and 

how that is affecting the type of products and the way these products are produced. 

Furthermore, consumer power is increasing and the demand for more sustainable products is 

also ramping up in addition to a growing population that by 2030 it will reach 8.6 billion people 

and about 70% of them will be living in cities (Volvo Group, 2020). That means more demand 

for transportations solutions that are clean, greener, and more environmentally friendly. The 

trends also show that end users are moving more towards sharing the services rather than 

owning them as it will be more efficient and cost-saving. For example, people will use more 

public transportation instead of having cars since that will be more efficient and environment 

friendly than owning a car. As explained earlier, the Global Sustainable Development Goals 

are becoming the campus for how the world acts and all are trying to meet that commitment 

by 2030. This also includes MNCs such as Volvo Group, which contribute mainly in three 

areas. First, the climate, in which the company is reducing its emissions from its operation 

and along its value chain in addition to the development and the introduction of more green 

and sustainable products that are more efficient in the energy consumption and also provide 

alternative fuels and electrification solutions (Volvo Group, 2020). The second area of focus 
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is resources, and this is the area where Volvo is efficiently utilizing the resources to provide 

its customer with the most reliable and higher utilization products (Volvo Group, 2020). 

The third focus area is human capital and the people's human rights and safety (Volvo Group, 

2020). The company supports the outcomes of the Paris Agreement in its strategy to prevent 

global warming (the global average of temperature rise is 2 degrees vis-a-vis pre-

industrialization era) while working on improving that to 1.5 degrees Celsius (Volvo Group, 

2020). The Paris Agreement (UNFCCC, 2021) was signed by 196 countries in 2015 to reduce 

global warming through a commitment of participating countries to reduce their greenhouse 

emissions. The agreement is to come up with their Nationally Determined Contributions for 

five years, during which social and economic adaptation is needed (UNFCCC, 2021). This is 

intended to be led by the developed countries and support developing countries and also to 

finance projects that intend to use green technologies as an alternative (UNFCCC, 2021). 

These efforts and transformation created the opportunity for Volvo Group to invest in the 

future. In the background of this world transformation toward sustainability, Volvo was 

streamlining its operations by restructuring the company through acquiring new companies 

that will support further development and divesting companies like Volvo Cars and Volvo 

Rents (Volvo Group, 2020). This provided the companies with the needed resources to focus 

more on the transport industry through Volvo Trucks and providing transport infrastructure 

solutions. 

 

4.3. Volvo Trucks: Key Strategies 

 

4.3.1 Introduction  

The annual sustainability report shows the Volvo Group sustainability strategy or the so-called 

sustainability ambitions that are built on three key focus areas, which are Climate, 

Resources, and People (Volvo Group, 2020). These core values and focus areas should be 

followed by each function and market in the company and develop objectives and execution 

plans based on them. Volvo Trucks is considered a premium brand in the market and that puts 

more pressure and more expectations from its customer to come out with more sustainable 

solutions. This setup makes the truck company go even further in the sustainability field to 

meet its customer requirements and demands while meeting the group's ambitions and being 

the market leaders in sustainability.  
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4.3.2 Strategies towards environmental sustainability. 

 What is expected from Volvo trucks toward the sales functions, market areas and dealers is to 

execute based on the company's vision of reaching zero emissions from the Volvo trucks. The 

company is now working on approving the targets that allow the company to contribute to 

the agreed l .5°C temperature decrease as per Paris Agreement (Lars. Martensson, Strategy 

explanation Session, April 16, 2021). The approval is going to be obtained from the Science-

Based Target Initiative (SBTi) (SBTi, 2021) which contains different NGOs such as the 

World- W i d e  Fund for Nature (WWF), the World Resources Institute (WRI), and the 

United Nations Global Compact (SBTi, 2021). The initiative helps the companies with how 

much they should reduce greenhouse gas em1ss1ons and how fast that should be done (SBTi, 

2021). Furthermore, in Europe, the focus on climate and the carbon footprint is growing. The 

targets set from 2019 as the reference year and trucks manufactured need to cut their 

greenhouse gas emissions by -15% by 2025 and -30% by 2030 (EU, 2016).  

Figure 5: EU Regulation for Vehicles Manufacturers (EU, 2016) 

These targets mean that the sales of Volvo Trucks in the period until 2025 must be for trucks 

that produce 15% less in comparison to the reference year 2019 and this is how companies 

measured. This new regulation is challenging given the different level of ambitions between 

countries and needed technologies to meet the targets at a good price that is also affordable to 

customers and help them be profitable. Even though these technologies that the company is 

developing are to meet the European regulations, at the same time they want to sell these 

products all over the world so as to contribute to the global transformation as well as seizing 

the opportunities and become more competitive and profitable. That means dealing with more 

differences from around the world. 
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4.3.3 Strategies for EU regulation compliance  

In order for Volvo Trucks to meet the EU regulations and its commitment, they set the targets 

to become net-zero CO2 emission from all the truck population produced by the company by 

2050. That means all the trucks on the roads produced by the company should contribute 

positively to climate change and the environment and that will be done through using more 

renewable and sustainable energies. For that to be achieved it means all the produced trucks 

by 2040 (Volvo Group, 2020) must have 100% fewer carbon emissions in comparison to 

2019. And that means the company needs to work closely with the energy providers to ensure 

the solutions are convenient for their customers (Volvo Group, 2020). But before that, a 50% 

reduction in carbon emissions must be achieved by 2030 in comparison to the reference year 

of 2019 (Volvo Group, 2020). Those targets are set to be achieved globally and in all the 

markets. To achieve this target by 2030 the strategy is to have 50% of the sales in the EU 

from electric vehicles both Fuel Cell 

Electric (FCEV) and Battery Electric Vehicles (BEV). As per Lars Martensson, the director 

of the environment and sustainability, the ambition is to achieve the same target globally, but 

that is not yet approved. Nevertheless, there is expectation from the overseas subsidiaries and 

dealers is to contribute toward achieving these targets. This includes the markets in Asia and 

more specifically Malaysia (our developing market study unit).  

4.3.4 Climate Strategy of Volvo 

The climate strategy has two paths decided by the company for all the partners to follow. The 

first path is energy efficiency which helps optimize the consumption of fuel and increase 

customers' profitability (Volvo Group, 2020). The second path is alternative fuels, and here 

there are two main sources of energy, Fossil energy sources like oil, coal, and natural gas and 

Renewable energy sources such as biomass, wind, solar, and water (Volvo Group, 2020). 

Those two sources provide fuels that vary from diesel which is mainly produced from oil to 

greener fuel types that can be produced from both renewable and fossil energy sources. Energy 

carriers like Methanol, Ethanol, biodiesel, Methan, Hydrogen, Electricity are alternatives that 

can be produced from the two energy sources except the biodiesel which is coming from 

renewable energy sources. Volvo Trucks' strategy is to move toward greener energy carriers 

and renewable energy sources to achieve its commitment toward the Paris Agreement and to 

be -100% fossil fuel by 2040 (Lars. Martensson, Strategy Explanation Session, April 16, 

2021). That means more focus on Electrification, Hydrogen, Methane, and HVO (Hydrotreated 

Vegetable Oil) (Volvo Group, 2020). As per the current trends in the market, methanol and 

HVO are the leading green fuels, followed by electricity which passed the development phase 



46  

toward the enlightenment stage while Hydrogen is still at the peak of the inflated expectation 

phase as per the Gartner Chart provided by Volvo (Lars. Martensson, Strategy Explanation 

Session, April 16, 2021). According to the company, the strategy is to start reducing the sales 

of the internal combustion engines (ICE) that use fossil fuels starting from 2020, especially in 

Europe, and introduce Battery Electric and Fuel Cell Electric trucks. The plan is to reach a 

50% reduction of (ICE) by 2030 and be replaced by Electric trucks "this is the target for 

Europe" (Lars. Martensson, Strategy Explanation Session, April 16, 2021). This plan will 

continue to reach 100% carbon neutral by 2040 and 2050 (Lars. Martensson, Strategy 

Explanation Session, April 16, 2021). Other markets internationally and especially developing 

countries like Malaysia should start designing a plan for the execution of the new strategy in 

their markets. They need to see how they are going to introduce the electric trucks whether 

battery based or Hydrogen based electric trucks to their customer, not just in the short run, but 

in the long run as well (Lars. Martensson, Volvo Trucks Strategy Explanation Session, April 

16, 2021). In the future the company also wants to get involved in the type of energy that is 

used in the charging stations, and make sure it is also green generated energy to reduce 

the carbon footprint as part of the company's end to end solutions for transportation 

industries (Lars. Martensson, Strategy Explanation Session, April 16, 2021). 

 

4.4. Host and Home Country overview 

4.4.1. Malaysia – Host Country background 

Malaysia is an oil rich country that owns one of the biggest oil companies in the world which 

is Petronas "the custodian of Malaysia's national oil and gas resources" (Petronas, 2021) which 

makes the transition full of challenges and opportunities. The opportunities and challenges in 

addition to the government's ability to collaborate internationally were explored in the work 

of (Lim & Teong, 2010) that reviews how the Malaysian government collaborated with 

international companies in the area of biodiesel. Corporations with companies from Germany, 

the US, Australia, and UAE were in place to boost the development of this sector and cement 

the transformation. As mentioned by dealers, Malaysia is one of the biggest palm oil producers 

in the world and that provides them with accumulated knowledge and technologies in the 

field. (Lim & Teong, 2010) that is also funded by governmental institutions like the Malaysian 

Palm Oil Board (MPOB) (MPOB, 2021) supporting the commercialization of sustainable 

energy source substitutes. Moreover and in the transformation and energy sector reform bath 

the Malaysian government started in 2014 an unpopular move by eliminating subsidies on gas 
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and fossil fuels (Kumar et al., 2021). (Kumar et al., 2021) also found that this policy needs to 

be followed by an effective scheme to promote and catalyze investment in the renewable 

energy sector that makes the investment feasible for both energy generator and end-user 

customers with a price that protects both. 

4.4.1.1 Energy and Environment policies. 

As per the reports, in 2018 90% of the electricity in Malaysia is produced from fossil fuel 

(Ng, 2018). The production was relying heavily on imported coal which resulted in 

massive CO2 emission, especially with the ambitious plan to become a developed country 

by 2020 (Basri et al., 2015). The government designed a plan for energy production 

diversification to reduce the country's dependency on oil in electricity production to support 

the economic development by providing affordable and less environmentally impacting 

sources and that was done through governmental energy strategies that resulted in 1999 

to introduce renewable energy as a fifth source of electricity generation in addition to 

Natural Gas, Nuclear, Coal and hydropower (Basri et al., 2015). Being more pragmatic, the 

country supported national research centers to provide commercialized green energy 

solutions to meet the growing energy demand with less environmental impact footprint, this 

shows the internal country's commitment towards more sustainable energy generation 

(Basri et al., 2015). Internationally Malaysia signed the Kyoto protocol (UNTC, 2021) that 

aims to reduce greenhouse gas emissions by industrial countries. Also the statement of the 

Prime Minister in the UN Framework on Climate Change Convention in Denmark for 

reducing the CO2 emissions in the country by 40%. In 2012 Coal dominated the share of 

energy generation sources by 48.3% followed by Natural Gas with 39.4% and 7.4% and 

4.7% Hydropower and diesel respectively and only 0.2% Renewable energy (Basri et al., 

2015). The way forward to counter the excessive emission resulting from the economic and 

industrial development of the country will be increasing the contribution of renewable 

energy to the power generation sources. One of the main institutions of policymakers in the 

area of green energy is the Malaysian Green Technology and Climate Change Center 

(MGTC) under the ministry of the Environment and Water. The center's main focus is the 

long-term policies that support achieving the target of a 45% reduction in greenhouse gas 

emissions by 2030 (MGTC, 2021). The full implementation of electric vehicles in Malaysia 

will be faced by a shortage in electricity supply (Muzammil Idris et al., 2019). In the short 

run and given the current status of the infrastructure and the not clean electricity generation, 

transforming to biomass oil balm for electricity generation for electric vehicles and thus 

making steady progress toward 2030 target (Sivasamy et al., 2020) 
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4.4.1.2 Environmental sustenance – Key initiatives and challenges  

As mentioned earlier, Malaysia has plans to reduce its carbon emissions generated from the 

roads and more specifically from the vehicles running on fossil fuels. One of the available 

substitutes in the international market is electric vehicles. Given that the Malaysian market is 

quite new from electric cars and consumers have some concerns for the new substitute in the 

areas of performance that varies from power to the recharging period, and economical 

concerns stemming from the financial benefits that electric vehicles will provide to end user 

in comparison to normal ones and that include the initial purchasing price and the maintenance 

cost. Also, the resale value of the vehicles is something that concerns the buyers in this market 

(Sang & Bekhet, 2015). (Sang & Bekhet, 2015) also in their study of modelling the electric 

vehicles usage intentions in Malaysia they addressed the factors of demography and income 

in addition to the infrastructural readiness and environmental awareness influence, in the 

decision of buying an EV. As younger, more aware of climate change and environmental 

aspects and as much as the infrastructure is ready, the possibility is higher than the individuals 

will buy an electric vehicle. In relation to what we have mentioned earlier in this study, for 

sustainable development to be achieved, it needs to meet the needs of the three legs, social, 

economic, and environmental sustainability. When it comes to the awareness of the Malaysian 

population under the Environmental Performance Index (EPI), (Mei et al., 2016) in their 

study on the four categories of water pollutions, air pollution, waste management, and 

climate change found that Malaysians are mostly aware of the water pollution while they have 

low awareness about climate change. This is also considered one of the influencing factors 

for EV adoption and purchasing in the country even though (Mei et al., 2016) findings show 

no correlation between awareness of climate change issues and the behaviors. It is clearly 

shown in their studies that it is not enough just to be aware of environmental impacts in order 

to take action for it. (Mei et al., 2016) clearly see that environmental behaviors in Malaysia are 

driven by cost-saving rather than the awareness of the environmental impacts. An example 

for that, given the poor transportation infrastructure in the country, Malaysians need to buy 

cars in order to commute, and that is not the best action to take. (Singhirunnusorn et al., 2012) 

call this the intervening factor of convenience. 

4.4.2 Sweden - Home country Climate Policy 

In the year 2017, the parliament of Sweden established the nation's first national climate 

policy framework along with a Climate Act. This framework is in line with the Paris 

agreement. The framework aims to build stability and structure for Sweden's climate policy 

by providing long-term actions that need to be followed by the society and business 
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community alike to meet the overcome challenges posed due to climatic changes. 

(Regeringskansliet, 2018) Under the climate act, the government will be obliged to come up 

with climate policies by keeping in mind the climate goals set by the Swedish parliament. The 

government bodies are expected to submit reports of their climate policy action plan and 

achievements with regard to the climate goal. These reports are reviewed by the council of 

climate policy. (Regeringskansliet, 2018). 

4.4.2.1 Policy planning in Sweden 

In Sweden, the local authorities, business community, and other stakeholders are encouraged 

to participate in the nation's policy planning. The framework for climate policy and energy 

bills are passed or determined based on the investigation and research conducted by the 

government. However, the investigations undertaken and proposals suggested by the 

government are cross-checked by other opposite bodies like the special interest groups, local 

government authorities, government agencies, and other relevant agencies whose activities 

may get affected by these frameworks or bills. (Regeringskansliet, 2018) Furthermore, the 

general public is also encouraged to voice their point of view on this matter. Upon receiving 

the required opinions and suggestions the concerned ministry or minister is informed of the 

same. Post this, the proposal is drafted and put forth by the parliament. (Regeringskansliet, 

2019), 

4.4.2.2 National Energy and Climate plan 

The energy agency of Sweden is responsible for the development of the National Energy and 

Climate Plan (NECP) and the proposals made by the agency are presented before the relevant 

stakeholders for their agreement. Furthermore, with regards to the implementation of 

national 

energy and climate policy, the country undertakes consultation and dialogues with the EU 

member countries within the Nordic council. Sweden is an active participant of the Nordic 

Centre Excellence for issues regarding arctic climate and other areas of climate change 

(Regeringskansliet, 2019). The country takes a keen interest in the Nordic integrated power 

market, wherein the Nordic nations support and participate in cross-border trade of electricity 

for efficient utilization and supply of energy resources as well as to introduce and promote 

renewable sources of energy into the market. Sweden is also an active member of the North 

Seas Energy Cooperation (NSEC), which is a voluntary regional cooperation initiative 

established in 2016 to encourage and consolidate strategies and policies developed by the 

participating nations to overcome regional incompatibilities and create a healthy partnership 

for mutual benefits (Regeringskansliet, 2019). 
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4.4.2.3Environmental conservation objectives 

The Swedish parliament endorses 16 environmental conservation goals to provide recognition 

to the environmental efforts undertaken at the ground level and amongst them is "reduced 

climate impact" which helps and forms the foundation for the climate change actions within 

the nation. Sweden targets to achieve no net emission of greenhouse gases by the year 2045. 

Further, by 2030 and 2040 it aims to reduce its emission outside Sweden but within the EU 

by at least 63% and 75% respectively lower than its emission in 1990 by implementing 

supplementary methods. By 2030 it also aims to reduce its domestic transport emission by at 

least 70% when compared to its emission in 2010. The climate policy currently under operation 

is part of two Swedish government bills. From 2014 to 2020 the consumption of bioenergy in 

Sweden increased by 21 TWh leading to a total of 151 TWh. This was mainly due to a sudden 

increase in demand for biofuels by the Swedish transport sector. HYO is the most commonly 

consumed biofuel which is made of waste and residue (Regeringskansliet, 2019). 

4.4.2.4 Key strategies and initiatives in home country 

The public research and development of the energy sector of Sweden aims to achieve its 

environmental and energy target by developing its scientific and technological know-how and 

competence to develop technologies that would cater to the nation in its transition to a 

sustainable system of renewable energy. They even aim to commercialize these sustainable 

technological innovations using business enterprises to help the world to attain a similar 

transition. This, according to them, would help them exploit their international network for 

the sake of energy conservation. The goal of Swedish companies with the support of the 

government is to make their contributions to the global sustainable development goals and 

EU's strategy for growth and employment. Further, the Swedish bill called "A climate policy 

framework for Sweden" aims to present that it is feasible to achieve environmental and 

climate transition using scientific and technological competitiveness and global cooperation 

and welfare (Regeringskansliet, 2019). 

On 1'1 July 2018, an emission reduction obligation scheme was introduced by Sweden. This 

obligation is part of the country's fuel change reform which mainly levies taxes for the usage 

of petrol and diesel. It also puts the responsibility on fossil fuel suppliers and consumers to 

reduce their CO2 emissions by excessive usage of these fuels. This encourages these suppliers 

and consumers to gradually switch to biofuels. The country aims to reduce its dependence on 

fossil fuels by 40% by 2030 which means the suppliers and consumers will switch to biofuel 

by close to 50%. The government of Sweden allocated around SEK 350 million between 

2016-2019 for the provision of premiums for its various regions to apply for electrical public 
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transports (Regeringskansliet, 2019). It even introduced electric vehicle premiums in 2018 to 

encourage the public's commuting using electric scooters and bicycles instead of using 

conventional cars. Furthermore, the country has allocated SEK 1 billion for the period 2018-

2023 to promote fossil-fuel-free transport methods. This investment is expected to promote 

the electric transport sector by further research and development projects for electric cars, 

trucks, buses, etc. This investment aims to promote the usage of batteries as well as biogas. 

Sweden even allocated SEK 90 million for the period 2018-2020 to help households in the 

installation of charging points which would encourage the public to purchase electric vehicles 

(Regeringskansliet, 2019). 

Sweden even initiated sectoral strategies to implement energy efficiency for the business 

community wherein the energy agency, businesses and other concerned authorities would 

create a platform to unitedly achieve the national energy and climate goals. All large-sized 

companies are obligated to conduct energy audits every four years until the establishment of 

an energy management system within the organization. Further, upon the successful 

completion of auditing, these companies can apply for government support for undertaking 

energy-efficient business activities and projects (Regeringskansliet, 2019). 

 

4.5 Empirical study - primary data. 

As explained before, the main source of primary data was through the video conference 

interview process. We conducted interviews with Volvo Trucks officials working at the 

Headquarters as well as at the subsidiary of Malaysia. Furthermore, we conducted interview 

sessions of employees of all the three different levels of management i.e., the top, middle and 

lower levels of management. This was undertaken in order to draw a holistic picture of how 

well the sustainability business initiative of reducing carbon footprint, nurtured by the 

Headquarters, has been imbibed and accepted by a business unit located in an emerging 

economy as a part of their business practice. We, as researchers, tried to collect the associated 

data by emphasizing three different aspects Viz. 1. Institutional aspect; 2. Relational aspect; 

and 3. Leadership aspect (explained and illustrated in theoretical framework session Ref: Fig 

4) and comparing how these aspects are practiced in HQ and the subsidiary. 

In order to make our analysis intelligible we have focused our data collection under theoretical 

contexts of Institutional aspect, relational aspect, dependence, identification, trust, ceremonial 

adoption and leadership and management. 
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4.5.1 Institutional aspect 

4.5.1.1 Excerpts of Interview with Managing director of Volvo, Mr. Tony O' Connell 

In the context of institutional aspect of the international business, Mr. Tony O' Connell, the 

Managing Director of Volvo Trucks Malaysia stated that an immediate and smooth transition 

to produce and market fossil-fuel-free trucks within the Malaysian market as a part of 

implementing Volvo trucks' sustainable business practices and operations to reduce its carbon 

footprint is not feasible and achievable. However, Mr. Tony O' Connell added that this 

transformation from linear business operation to sustainable business operation should not be 

considered as unachievable for the Malaysian business unit. One of the main reasons for a 

possible hindrance according to t Mr. Tony O' Connell is the lack of a well-structured 

infrastructure of Malaysia's automotive industry to undertake such a transition. This is mainly 

because of inadequate regulations, policies, and aids in favor of sustainable business practices 

and associated operations within the industry. This eventually negatively affects the 

purchasing and maintenance capacity of final customers, as the majority of their customers 

are small and medium freight organizations with severe financial constraints. As a result of 

this, the Malaysian unit fails to see any advantage at the moment with regard to profitability 

and business development as these factors are equally important for successfully 

implementing and managing the desired transition. 

As mentioned before, Mr. Tony O' Connell stated that there are few policies and legislative 

measures undertaken by the government of Malaysia in support of promoting the production 

and marketing of fossil-fuel-free vehicles in order to help and support the business firms under 

the automotive industry to navigate their business operation and practices towards a more 

sustainable path to reduce their carbon footprint in the society. However, these measures are not 

adequate or overwhelmingly effective and efficient when compared with the measures taken 

by the governmental bodies in a country like Sweden. Mr. Tony O' Connell added that even 

though the measures are not very impressive or effective at the moment, it does provide a 

positive vibe to MNCs like Volvo trucks to foresee the opportunity to implement sustainably 

inclined business practices and related technology and operations. According to the European 

emission standards, 

Malaysia is currently following Euro-3 standards to control and maintain carbon emissions 

when compared to a western nation like Sweden which is following Euro-6 D Standards. Euro-

3 was formulated in 2000 and initiated in 2001. This standard modifies the test procedure to 

end the engine's warm-up period and bring down the carbon monoxide and diesel residue 
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levels from a previously permitted level under the Euro-2 standard. This standard has 

additionally set a limit for Nitrogen oxide emission for diesel engines and Hydrocarbon and 

Nitrogen oxide emission for petrol engines (AA, 2021). However, Euro-6 D is an updated 

version of Euro-6 standards which was implemented in 2017. It levies much higher and stricter 

tests based on Euro-6 standards to analyse and certify vehicles with regards to the limits of 

emitting Nitrogen oxide and other harmful gases from diesel as well as petrol engines (AA, 

2021). This highlights the fact that the Malaysian legislation concerning harmful emissions is 

at least 16 years behind the emissions standards of Sweden. However, due to the presence of 

some young, educated, and enthusiastic bureaucrats, the country is gearing up for some faster 

updates of emission standards i.e., opting for Euro-5 from Euro-3 which is quite an 

achievement according to Mr. Tony O' Connell of Volvo Trucks, when compared to other 

neighboring countries. This also showcases that the legislative policies and regulations of 

Malaysia are aiming to focus on improving technologies for efficient utilization of fossil fuels 

in an attempt to reduce and minimize the harmful emissions of poisonous gases into the 

environment. The nation has to go a long way to formulate and pass bills and policies to 

implement the usage of alternative or sustainable sources of energy to increase the market 

share of fossil-fuel-free vehicles. On the bright side, the management of Volvo Trucks 

Malaysia is hopeful that Malaysia's infrastructure would develop soon to support the 

production of vehicles using alternate sources of energy and its associated business practices 

and operations. 

Another major reason as stated by Mr. Tony O' Connell, Managing Director with regards to 

slow legislative transformation in Malaysia in favor of establishing sustainable business 

practices under the automotive industry is because of its flourishing palm oil business. It is 

one of the major economic drivers of the country. Palm, gas, and crude oil play a major role 

in improving the GDP of Malaysia. The government of Malaysia owns one of the world's 

largest oil and gas companies called PETRONAS which is one of the major sponsors for race 

events like Formula One. Hence, governmental policies and aids are naturally more favorable 

for the usage of fossil fuels. The government provides various forms of subsidies and other 

financial incentives to Business organizations to promote the purchase of fossil fuel for 

undertaking their production processes. Thus, a transformation to a sustainable and eco-

friendly alternative and related business strategies will be a time-consuming affair. 

 Mr. Tony O' Connell mentioned that in a country like Malaysia, it requires a great amount of 

lobbying and convincing to gain the confidence and get into the belief system of key decision-

makers positioned within various institutional levels like for example the ministry of tourism. This 
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is because here the MNCs are in an attempt to alter the cultural cognition of the Malaysian 

institutional setup with regards to the usage of fossil-fuels. Since the majority of the oil producing 

economies are Islamic nations, the decision regarding the consumption and trade or oil is taken in 

a collaborative manner by these countries under the guidance of Islamic leaders. Hence, foreign 

MNCs require support from their national consulates to reach out to these decision-makers to 

convince them for such a massive transition. Thus, it showcases how institutional and regulatory 

bodies are religionized in economies like Malaysia. As a result, foreign MNCs need to have 

relevant contacts to survive and remain relevant in a market like Malaysia. 

In coherence with the normative pillar of institutional aspect (Refer page Theoretical 

framework), Mr. Tony O' Connell stated that due to the changing demand of big customers 

like Formula One events, despite being an oil-dependent economy, the Malaysian authorities 

are keen to explore their feasibility to adopt alternative sources of energy to produce biofuels 

like LNG (Liquidized Natural Gas). This reflects the realization these governments have with 

regards to changing values and associated norms for conducting a legitimate business 

operation. Such normative changes drive governments of emerging economies to focus on the 

changing demands and eventually push them to transform their beliefs and strategies to 

support a more sustainable-based strategy. 

Therefore, Mr. Tony O' Connell feels that only the normative angle of institutionalization can 

lead to this change in Malaysia. Customers and their customers should demand products 

designed and produced using sustainable business practices and resources as it would be 

considered as the only legitimate means to conduct business under humanitarian and 

environmental grounds. 

Foreign MNCs feel that the lobbying process is much more effective and easier when they 

collaborate together for the same despite being competitors to one another. Mr. Tony O' 

Connell feels that Malaysia as an emerging market is a dynamic melting pot wherein the rivals 

or competitors need to come out of their comfort zone to join together to achieve a mutual 

target like transitioning from a linear business model to a sustainable business model by 

unitedly providing a lucrative and logical solution to the government as a team to convince 

them. Collaboration of universities, government bodies, and business organizations together 

for research and development purposes is a common practice or culture in Malaysia. Thus, 

Mr. Tony O' Connell feels that a collaboration of local universities with relevant government 

bodies or government-based organizations like PETRONAS for developing eco-friendly 

methods of fueling vehicles would further encourage more collaborations between such 

organizations and automotive MNCs like Volvo Trucks. This would spearhead the innovation 
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of producing fossil-fuel-free vehicles using locally developed technologies. Being in constant 

touch with various ministers of Malaysia, Mr. Tony O' Connell stated that they did express 

their desire to promote the collaboration of local universities with MNCs like Volvo trucks as 

well as with international bodies like the Swedish Embassy of Malaysia. This, according to 

him, will be a major cultural transition in the institutional setup of Malaysia. 

4.4.1.2 Excerpts of Interview with Ms. Elin Osterlindh Vice President-Business 

Development  

Another major challenge with regards to the existing institutional setup in Malaysia according 

to Ms. Elin Osterlindh (the Vice President-Business Development of Volvo Trucks 

International) is that the country is trying to be an open market, emphasizing a similar view 

by the Managing Director. However, to curb any kind of corruption or exploitation of the 

Malaysian economy, business firms that are trying to develop and implement non-

conventional methods of conducting business or production processes like adopting 

sustainable business practices might fail to receive adequate support from the government. 

Though the organizations won't face any direct resistance from the government to undertake 

such initiatives but won't be provided with much support in the form of funds or assistance 

either. Business organizations trying to establish, expand or divert their business operations 

and strategic planning within the Malaysian markets are required to provide a valid balance 

sheet stating their profits and losses, based on which the government decides to provide 

financial support and other legislative aids. However, if the management of such organizations 

declares their business firms as Government-linked companies or GLCs by establishing 

manufacturing unit(s) within the territories of Malaysia and by employing locals, such 

organizations will be provided with financial grants and aids which otherwise is difficult to 

achieve based on the formulation of country's institutional policies and regulations. This can 

pose a challenge to a firm like Volvo trucks wherein it becomes difficult for the firm to 

undertake eco-friendly production of their product i.e., fuel-efficient or electric trucks due to 

lack of infrastructural amenities within the subsidiary location. This in return would increase 

the cost of production and eventually affect the supply and demand of the product. Such 

scenarios highlight the dynamic political situation within an emerging economy like 

Malaysia. 

Furthermore, other institutional challenges with regards to working within the automotive 

markets of Malaysia are the threat of losing market shares to the Chinese competitors as they 

are heavily funded and guided in the lobbying processes by the Chinese governments for the 

introduction and implementation of new and disruptive technologies i.e., shifting from 
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engines of euro-3 standards to fully electric vehicles. The achievement of such rapid 

transformation by them is incomparable and unmatchable according to the respondents. Thus, 

though Malaysia is part of many global agreements to achieve a sustainable economic setup, 

the regulatory setup and incentive programs to promote such initiatives require massive 

refurbishment and respondents believe this might get materialized once the new government 

swears in next year. 

Volvo feels even the financial sector of an economy should be held accountable for the kind 

of business projects they invest in. This is because their financial contributions play a major 

role when it comes to encouraging business organizations to undertake socially responsible 

business projects and operations. He believes that such responsible acts by banks can do 

wonders in the future. 

When discussing the institutional setup of Sweden and Malaysia as two different markets of 

Volvo Trucks, Ms. Elin Osterlindh feels that the maturity of a market in a certain area of 

interest like in this case for sustainable business practices enables the market to foresee 

potential future demands in that area and naturally helps and guides the regulators and 

legislatures to make necessary proactive re-arrangements within the institutional setup of that 

region. She stated that it is easy to observe such proactiveness within the Swedish institutional 

set up as the country is one of the pioneers in establishing and practicing sustainable business 

models across all industries. However, she feels that in an emerging market like Malaysia, the 

MNCs might have to undergo a lot of lobbying to achieve this level of proactiveness and 

cooperation from the regulatory bodies due to lack of maturity and infrastructural ability to 

support a transition like this. Especially in a scenario like Malaysia, wherein the country's 

main source of income is earned through the production and distribution of palm oil. 

Ms. Elin Osterlindh pointed out that, even though the regulatory bodies come forward and 

support the idea of adopting sustainable business practices, they fail to understand the root 

cause behind adopting the same. For example- the regulators in a market like Malaysia might 

be positive about the production and promotion of electric vehicles believing that it would 

reduce the carbon footprint of their country. However, the fact that they fail to realize is that 

their country lacks adequate infrastructure to produce green sources of energy to run these 

vehicles. Currently, the electric vehicles running on the roads of Malaysia are run by 

electricity generated using palm oil produced by Malaysia. An in-depth awareness of the root 

cause needs to be understood by such institutional systems of emerging economies. Thus, 

there is a shallow understanding about the seriousness of such initiatives that needs to be taken 

care of to overcome the resistance MNCs face when establishing their business models in such 
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markets. 

4.4.1.3 Excerpts of Interview with Mr. Chun Han Yee, National sales manager 

Furthermore, when speaking to Mr. Chun Han Yee, National sales manager- Volvo Trucks 

Malaysia, with regards to governmental aids and funds he mentioned that as a common man 

he observed the availability of tax exemptions and bank loans for purchasing hybrid and 

electric cars in the Malaysian market. He considers this as a development within the 

institutional setup of Malaysia in regards to social and environmental responsibility. However, 

such incentives are yet to be initiated for light and heavy-duty trucks. However, according to 

the sales manager, though such initiatives are worth appreciating, the regulators need to 

undertake an in-depth analysis to promote the demand for such vehicles. This is because as of 

now, Han feels there is a lack of associated education, competency, and infrastructural 

capabilities within the automotive industry of Malaysia to produce or assemble such hybrid 

or EV versions of vehicles. As a result of this, the entire business operations and the associated 

production, assembly, and marketing becomes an expensive affair. Though governments are 

providing incentives to curb the high price range of such vehicles, switching to such vehicles 

is still an expensive affair for the general public. 

Mr. Chun Han Yee also pointed out that there are fewer takers for such transitions in Malaysia 

because of the high maintenance cost and low resale value of these vehicles. Furthermore, the 

owners of such vehicles face a lot of infrastructural issues due to the lack of charging stations 

within the vicinity of their homes, offices, factories, warehouses, etc. Hence, in such a situation 

a sudden transition by MNCs to full-fledged sustainable business practices and products might 

not be feasible. However, Han feels that introduction of such small initiatives provides hope 

to the industry that the regulators would help them with this transition in the years to come. 

4.4.1.4 Excerpts of Interview with Mr.Loon Lim, The Retail manager 

Mr.Loon Lim , The Retail manager of Malaysia feels that education has a big role to play in 

such a scenario. He feels the existing hindrances and political interventions have a lot to do 

with the lack of education with regards to the importance of sustainability and sustainable 

methods of conducting a society at large. Furthermore, he mentioned small changes are 

happening within Malaysia's governmental organizational structure as they recently 

introduced a ministry for environmental affairs but he feels the economy needs better and 

stricter legislation in this regard. However, he also feels the country has a long way to go to 

enable their industries to undergo such a massive change. Another major challenge pointed 

out was the customer's appetite to switch from a fossil-fuel vehicle to a fossil-fuel-free vehicle. 

The transport sector of Malaysia, which is the direct customer of Volvo trucks, mainly 
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constitutes small and medium-size freight companies who cannot afford a sudden 

technological change and related changes in their business strategies to support the 

implementation of sustainable business methods. Further, he agrees with the MD concerning 

the idea of collaborating with competitors and government bodies to make this sustainable 

transformation financially and infrastructurally feasible for an emerging economy like 

Malaysia. 

With regards to the transport sector which is the clientele of Volvo Trucks Malaysia, the retail 

dealership manager observed some transitions with regards to the kind of vehicles they want 

for running their freight operations. The main reason behind these changes is the demands 

this clientele is facing from their customers. Hence the dealership manager feels unlike the 

legislative system of the country, the customers from their industry are more sustainably 

driven and updated and trying to make required changes to their respective business 

operations to meet these changes proactively. Similarly, He is also positive about the local 

financial institutions as according to him they are very open and keen to invest in new 

technologies like installations of solar panels. Hence, he strongly feels they will be open to 

any kind of sustainable transformation which the MNCs would try to inculcate within the 

Malaysian economy. 

4.4.1.4 Excerpts of Interview with Mr. Steven Kwok, Director for Business Development 

Mr. Steven Kwok, Director for Business Development of Volvo Financial Services Malaysia, 

also has a similar view concerning the local financial institutions of Malaysia. However, he 

feels financial sector is left to fend for itself to promote such investment projects without much 

support from the ministry of finance, nationalized bank, and the world bank. As a result, there 

are related challenges to these financial companies to venture into such transformational 

projects due to the associated risks of uncertainty they might face in a market like Malaysia. 

With regards to political interventions to such changes in Malaysia, Steven added that the 

locally produced oil is predominantly sold to the aviation industry across the world. Thus, the 

production and marketing of eco-friendly or fossil-fuel-free vehicles within the local transport 

sector won't be considered a threat by the existing legislative bodies of the country. Steven 

feels the finance sector might need a re-structuring to cater to such sustainable changes as the 

current way of operation is only suitable to assist conventional business practices. These 

institutions may also have to become more sustainable by becoming a one-stop solution to 

their customers and for that, the financial sector needs structural and infrastructural support 

from the local government. On the same aspect, when discussing with the director of 

environment and innovation at Volvo Trucks HQ Sweden about the role of regulatory bodies 
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and how they force and set a target for the truck manufacturer to reduce their carbon footprint 

otherwise they will be massively penalized. According to this regulation, intensive investment 

in research and development to come up with commercialized solutions that are effective and 

produce the least carbon emissions. 

 4.4.1.4 Excerpts of Interview with Ms. Eva Bennis, Director responsible for Purchasing. 

When speaking to Eva Bennis, Director Responsible for Purchasing at Volvo Group 

purchasing Sweden, she mentioned that Sweden as a country is considered as one of most 

diversified economies when it comes to adopting sustainable models and methods to everyday 

life, businesses, products, services, etc. However, the director feels though Sweden as an 

economy is a pioneer in many sustainability projects and investments, this image of being a 

sustainable country is being blown out of proportion. This is because there are still a lot of 

things Sweden needs to improve and restructure to be considered as a perfectly sustainable 

economy. These improvements are required at all three subdivisions of sustainability i.e., 

social sustainability, environmental sustainability, and economic sustainability. She feels the 

current hype has put the Swedish economy in a very delicate situation wherein any small flaw 

or mistake from the Swedish institutions or regulatory bodies with this regard might tum out 

to be pricey for Sweden and its economy. Eva mentioned the same is the situation for Swedish 

MNCs like Volvo Group wherein the global market has high hopes and expectations from the 

organization due to its image for promoting sustainable business practices and products. Thus, 

the firm is under immense pressure to maintain its legitimacy in the market. The Director feels 

sustainability is still a relatively new field for a country like Sweden and even for a business 

firm like Volvo Group, however, the stakeholders might not realize that and subject such 

global firms to scrutiny and criticism for the mistakes if they make any during their attempt to 

transform into a sustainable business model. 

Despite all the existing institutional and political hindrances and loopholes, The MD said 

he could observe light at the end of the tunnel because there have been governmental initiatives 

like Malaysia's Green Technology Master Plan for the time period 2017-2030 and similarly 

fundings for installing charging stations for electric cars within the major cities of Malaysia. 

Thus, he is hopeful these small infrastructural changes under the supervision of the Malaysian 

institutional setup would pave the way for bigger and better sustainable projects for the 

future and would encourage MNCs to establish their sustainable business practices and 

methods. The management of Malaysia observed a spark amongst the Malaysian legislators to 

bring in such positive changes and support MNCs to achieve the same, however, the 

initiatives and ideas to support this change is minuscule and fragmented at the moment and 



60  

according to him the government needs to organize, structure and formulate them together 

and should plan for a well-crafted execution and provide these initiatives a place among their 

policies and regulations to encourage the society to abide by it at large. 

 

4.5.2. Relational aspect – Inference from Interviews 

In the relationship aspect perspective, Mr.Loon Lim, The Retail Dealership Manager of Volvo 

Trucks Malaysia, stated that to achieve a sustainable transformation within their subsidiaries 

anticipated by Volvo Trucks HQ, the stability of the government where these subsidiaries are 

located is very important. According to the Dealership manager, unlike headquarters, the 

subsidiary business units tend to have institutional pressures both internally and externally. 

The external pressures come from the local government bodies, customers, political parties 

and institutions, local NGOs, local competitors, supply-chain operators, financial institutions, 

and other relevant stakeholders. Therefore, the transformation from existing business 

operations and practices with the approval and support of these locally-oriented big players 

would be a challenging and time-consuming affair consisting of a lot of lobbying, 

appeasement, and factors of trust issues. 

            4.5.2.1. Dependence 

The Malaysian unit is provided with their share of autonomy, operational freedom, and 

associated accountability to effectively and efficiently implement the organizational 

operations, practices, and policies at the subsidiary level in alliance with the needs and 

requirements of the local environment. This is because the HQ believes that each business 

unit has a better understanding of their respective external as well as locally functioning 

internal environment and the associated stakeholders. Hence, the best strategy or business 

decisions for each unit should be formulated and implemented by the respective business 

units. For example, with regards to the implementation of sustainable business practices in an 

emerging economy like Malaysia, though this strategic planning was formulated at the HQ 

level, the implementation process is customized as per the location of each subsidiary. In the 

case of Malaysia, the best means to implement this measure is to strategically transform 

business practices and operations to support the production and supply of vehicles (in this 

case trucks) with fuel-efficient engines that cause minimal poisonous emissions and with 

technological resistance to unwanted accidents. Whereas, under the same strategic measures, 

the Swedish unit of Volvo Trucks has started focusing on the production and sale of Electric 

heavy and medium-duty trucks. Therefore, even though the HQ proposes global policies for 

all its subsidiary units, it does provide the privilege and liberty to individual units to undertake 
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as per their external institutional environmental situation, market demand, and feasibility. 

Despite all this, Mr. Tony O' Connell, Managing Director, feels the Head Quarters-subsidiary 

relation between Sweden and the Malaysian unit can be improved and enhanced further as 

their relationship is relatively new because Malaysia was previously under the supervision of 

Singapore's Business unit. Thus, there has been a cultural shift with regards to leadership style 

and the associated relationship that existed between Malaysia and its previous HQ. 

The Managing Director also mentioned that it used to be a centralized and top-down culture 

wherein the HQ passes on their regulatory budget processes and the subsidiary abides by the 

same. There was hardly any room for any negotiations and exchange of strategic business 

ideas between HQ and the subsidiary. Hence Malaysia needs some time to come out of those 

cultural practices. The national sales department also seconded the Managing Director with 

regards to the HQ-subunit relation Malaysia had in practice until now and hoped that in the 

way forward it would be a two-way relation between the HQ-subunit. 

The retail dealership manager, Mr.Loon Lim, also stated that subunits like Malaysia would 

be encouraged if a bottom-up communication approach is adopted between the HQ-subunit as 

it would help the HQ to have a better picture about how well their strategies would be accepted 

and adopted in the subsidiary market. He said the sub-unit is keen to have more collaborative 

activities with the Centre and is positive that the Centre would be supportive if the subunit 

needs any assistance to achieve the goals set by the same, as there were initiatives from HQ 

with regards to organizing workshops and training sessions for the Malaysian unit in the past. 

           4.5.2.2 Identification  

Mr. Tony O' Connell, Managing Director mentioned that any strategic changes proposed by 

the HQ for the entire Volvo group are undertaken by the Malaysian unit as well. This is 

because they believe that decisions taken by the HQ if not today will be applicable tomorrow 

for their market. The VP of Volvo Trucks International. Pointed out that Malaysia is not a 

technically advanced or a mature market at the moment compared to other regional units of 

Volvo trucks, it is not a highly prioritized unit under the Volvo Trucks domain's umbrella. 

However, the unit is known for producing and marketing safe, performance-oriented, and 

fuel-efficient trucks in the Southeast Asian market, making it a medium-level mature market 

at the moment. Therefore, the focus on the HQ-subsidiary relationship is relatively new and 

revelatory.  

Ms. Elin Osterlindh Vice President-Business Development even added that Volvo Trucks 

International is always open to any kind of support to all of its sub-units irrespective of their 

level of maturity in the market with regards to implementing any type of strategic changes 
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like adopting a sustainable business operation model. 

4.5.2.3 Trust 

 Under this aspect, Mr. Tony O' Connell, Managing Director mentioned that being the head 

of a subsidiary unit, any piece of information like the corporate news, instructions from HQ, 

organizational achievements, regional and global business plans and challenges to be met, etc. 

should be passed on or diffused to employees working at all levels of the organization.  creates 

a sense of worthiness among the employees and helps to enhance the trust factor amongst the 

management and the employees through transparency. This in turn would improve the 

productivity and loyalty of employees towards their workplace. Volvo Trucks under Volvo 

Group undertakes this through an internal corporate portal called Violin, wherein they 

update articles on all developments, achievements, plans, policies, and strategies formulated 

by Volvo group at the HQ as well as regional levels. 

With regards to the Malaysian unit, they also have their locally operated social media handles 

like a specific page dedicated for the Malaysian unit wherein they mention all their current 

and future activities, achievements, etc. Similarly, the top management of Malaysia conducts 

frequent webinars to interact with their local departmental units and employees. In that, they 

convey their business plans, profits, and losses, achievements, and challenges, market demand 

and supply. The platform is also intended to provide a platform to employees and departments 

to get into healthy discussions, convey their business ideas as well as grievances, clear out 

confusions and misunderstandings with one another, and design proposals for collaborative 

projects. 

Mr. Tony O' Connell feels though the initiatives are relatively new, the responses from the 

employees and departments were positive and promising. Mr. Tony O' Connell also believes 

his one-to-one interactions with employees from different levels during his monthly walk-

around and impromptu personal chitchats with employees help him to get a realistic picture 

with regards to internal organizational coordination and cooperation as well as equality with 

regards to employment opportunities. He encourages all departmental heads as well as other 

local board members to do the same as it is an effective way to maintain transparency, loyalty, 

productivity, and sanity between employees, departments, and the management. Such a 

practice would make it easier for the management to bring in any strategic changes which are 

new to the local units, in this case, the gradual transformation to sustainable business practice. 

4.5.2.4 Ceremonial adoption 

With regards to the acceptability of such disruptive technologies, Mr. Tony O' Connell opined 

that some employees are willing to abide by the new change and adopt new strategies while 
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few employees are suspicious regarding the changes. Mr. Tony O' Connell believes such 

oppositions can be overcome by providing relevant education, training, and on-the-job 

exposure.  

 

Mr.Loon Lim, The Retail Dealership Manager suggested that the subunit will be open to 

young talents who have a better understanding and empathy about such transformations. 

Ms. Elin Osterlindh Vice President-Business Development highlighted that sooner or later 

every business firm and their subunits would be expected to imbibe sustainable business 

practices within their day-to-day operations, and the HQ- subunits relationships would be 

maintained based on how fast the subunits catch up with the change. As it is the final 

customers and investors are the ones who get to have the final say and if a unit is not ready for 

a sustainable transformation they are not welcome to the table with these customers and 

investors. With regards to the Malaysian unit, as mentioned before they are currently focused 

on customer success, performance, fuel efficiency, and safety and that is where according to 

Ms. Elin Osterlindh their investors are pooling in their investments today. Thus, Ms. Elin 

Osterlindh is positive about the Malaysian unit's potential to transform their business 

strategies from linear to suitability-oriented when the requirements arise. This is because the 

Centre shares a cordial relationship with the top management of the Malaysian sub-unit as 

they generally cooperate with all business strategies suggested to them by the Centre. To 

enhance the relational aspect between Malaysia and the Centre, The Ms. Elin Osterlindh 's 

team along with top management of Malaysia are planning to establish a sustainability 

department for the sub-unit. Ms. Elin Osterlindh believes this would enhance their relationship 

in the future with regards to the establishment and practice of sustainable business models for 

the sub-unit. 

4.5.3 Leadership and management aspect – Leaders’ perspective in Volvo 

 Being a recently appointed head of Volvo Trucks Malaysia, Mr. Tony O' Connell, Managing 

Director observed that the Malaysian unit followed a very traditional setup with regards to its 

leadership and management styles. He observed that there existed a clear top-down culture 

wherein the flow of communication mainly happened from the top level of management to 

the bottom level of management. These communications were mainly in the form of 

instructions, organizational plans, and goals. This he observed as a general cultural aspect 

followed widely across this region of the world. However, he even mentioned that 

management and leadership styles vary from leader to leader and from management to 

management. Volvo Trucks' subunit in Malaysia was previously under the supervision of the 
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business unit located in Singapore. The Singaporean unit had a very centralized approach 

concerning the management of its subsidiaries. 

This approach, according to Mr. Tony O' Connell, has a great influence on their recruitment 

process as well. This is so because when an existing position within the subunit organization 

needs to be filled, there is a general tendency among the concerned managers or recruiters to 

look for candidates whose Competencies match with the past job descriptions of the 

post/position in question. According to the MD, the ideal or a progressive leader should look 

for candidates whose competencies not just match the past job descriptions of the 

post/position in question but should also possess competencies suitable to meet future 

demands and challenges in association with the position. 

Another interesting characteristic of management of Malaysia observed by Mr. Tony O' 

Connell was that the organization was internally divided into small subgroups of silos. He 

observed divisions and differences in opinion amongst departments. He observed an absence 

of strategic objectives assigned to each division or department. This is because teams without 

strategic goals won't have a reason to work together to achieve a common goal. As a result, 

Mr. Tony O' Connell decided to conduct workshops for the departments of the Malaysian unit 

to help them envision together what their organization should look like in the future and guide 

them to work collectively and come up with strategic business plans to achieve that common 

outcome. This method encourages the employees to be active on board because unlike the 

conventional method where the strategic plans are designed by the employees themselves 

which would encourage and push them to give their best possible performance to achieve the 

goal. Tony believes such teamwork generally turns out to be an extremely creative and fruitful 

combined vision as it would be a collective contribution of employees of different age groups, 

educational background, work experience, political beliefs, etc. 

Furthermore, it was added by the Mr. Tony O' Connell that he and his management is planning 

for a new organizational strategy. That is to cascade the subunit's execution plans to all 

divisional heads rather than communicating a bunch of instructions and processes to be 

followed by them. This cascading of organizational plans and goals helps the departments to 

have a better picture of what the organization is trying to achieve. Accordingly, each 

departmental unit will be able to design its key activities and actions. Furthermore, this 

cascading process also helps every employee to understand the compelling question of "why 

we are doing what we are asked to do?" i.e., they have a clear idea of the tasks they are asked 

to and how they will contribute to achieving the final objective of the business. This creates 

a sense of responsibility and accountability among employees and also helps them to realize 
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the importance of collaborating and cooperating with other departments. However, the 

effectiveness of this method works only if the managers at all levels diligently cascade the 

organizational goals to their subordinates and help and guide them to understand the 

importance of their respective tasks to achieve those goals. Creating a sense of worthiness 

among employees is the mantra to execute this plan effectively.  

Mr. Tony O' Connell feels it's essential for a leader to be visionary and proactive and should 

lead his team members to a new arena of business practices that would eventually contribute 

to the sustenance of the organization's competitive advantage in the market. The new 

management initiated this by appointing an Environment and Safety manager for the 

Malaysian unit for the first time in its history. He/she should be ready to embrace new changes 

or transformations concerning business strategies, business models, value chains, networking, 

market behavior, products, services, etc. A leader should be ready to learn and unlearn things 

if required. Giving opportunities to young talents and taking creative ideas from subordinates 

are the traits of successful management and leadership. 

Mr. Tony O' Connell believes in a decentralized style of running a business organization as 

he feels that it would provide employees with adequate autonomy and space to showcase their 

talent and creative ideas which if correctly navigated can be productively used for the 

betterment of the organization along with the welfare of employees. 

With regards to resistance towards implementation of strategic planning within the subunit, 

the Mr. Tony O' Connell pointed out that the maximum resistance was specifically noticed 

among traditional departments like the sales department which also includes the logistics 

domain of the business, where according to Mr. Tony O' Connell the business operations and 

practices have been very conventional and traditional for a very long period. The top 

management is currently focusing and working on change management for the subunit.  

However, the MD mentioned that the implementation of change was not easy as there was a 

fear to accept the change and there was a fear among employees of losing jobs. 

At the same time, when talking about the leadership and management practices at the 

headquarters in Sweden, Ms. Elin Osterlindh Vice President-Business Development stated 

that the Swedish unit believes that any essential change or transformation can be easily and 

effectively achieved by the collective effort of the organization. Thus, she feels this is the 

major reason why Volvo Trucks Sweden can showcase itself as a pioneer in transforming its 

business practices, operations, strategies, and products from a linear and conventional model 

to a sustainable model. 

Ms. Eva Bennis, Director responsible for Purchasing feels it is important for a leader to have 
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team members with the right mindset and who can envision the firm's goal along with the 

leader else the employee will be out of the league. With regards to managing the suppliers, 

the Director feels the manager or the leader needs to be street smart to trace down reliable 

suppliers for the firm.  The firm has stricter risk assessment methods for suppliers from risk 

classified countries. Further, she mentioned that the current CEO of Volvo group Martin 

Lundstedt is a leader who believes in the concept of decentralization because that would 

encourage every regional subunit to take responsibility for their respective businesses, its 

market image, profits, and losses, etc. 
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Chapter 5. Discussion and Analysis 

 

5.1 Introduction 

In this research, we were trying to explore two questions 

1. How the institutional, relational and leadership factors affect the implementation of 

sustainable business practice? 

2. How does an MNC manage to diffuse its sustainable business practices into a subsidiary 

located in an emerging economy with an institutional setup distinct from that of its home 

country? 

We had analyzed various theories and earlier studies on the issue. We had also gone 

through the various studies on success and failures of organizations that went 

multinational. Also, how socio-economic situations influenced the business prospects of 

many organizations. As researchers we studied deep the reasons why reputed brands failed 

abroad. We analysed some case like (MediaBeacon, 2021): 

• Walmart in Japan. 

• Home Depot in China. 

• Starbucks in the Land Down. 

• Coors' in Spain. 

• Enron in India 

We also looked at some cases of foreign companies making it big in China and India. Like 

Apple, Volkswagen, Samsung etc. in China and Microsoft, IBM. Unilever etc in India. 

5.2 Factors influencing sustainability  

Based on our exploration through real-life cases and earlier studies available and our 

research study at Volvo trucks we arrived at a conclusion that for any business practice or 

strategy to succeed and sustain in a host location there are three key factors to be considered 

and analyzed carefully.   

First, the institutional setup - Here the implementing organization (which is normally the HQ) 

must be aware of the cultural, belief system, and values differences between the home 

country (in our case MNC in a developed economy) and the host country where MNC is 

intending to establish its business subsidiary. 

Second, the leadership and management level of awareness and belief in the new practice. 

Leadership is an important factor in the success of any organization. More specifically, the 
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right leadership that believes in the new practice or strategy can play a vital role in the 

implementation and diffuse sustainable practices success fu l ly  across  t he  bus iness . 

Leaders who believe in the new practice can go an extra mile and their subordinates 

positively and are actively engaged in the implementation.  

Third, the relational context between the subsidiary and the Headquarters i.e., How does 

the HQ see the subsidiary and vice-versa. Does the subsidiary have the autonomy to reject 

whatever comes from the HQ or must follow the orders? The relationship understanding is 

an important factor to achieve a high level of conformity and less resistance and conflict on 

the new strategy. Moreover, under the relational context, there are tensions between the 

various organization network members. Each network member can have a different 

perspective about the same strategy. The strategy might not be perceived the same way by 

everyone and might impact each department differently. 

Our study with Volvo has vehemently suggested the above factors to be the most influential 

factors in business sustainability. The analysis below shows how these factors impact 

sustainability in the business. 

In the later part of this chapter, we will summarize our observation with respect to the 

above three theoretical perspectives in the context of our case study of Volvo. 

5.2. Institutional set up and impact on sustainable practices. 

The institutional set up in our context refers to the legal system, culture, cognitive and 

normative practices, beliefs and values in a specific location. In most cases, subsidiaries with 

the same institutional setup tend to isomorphic and share the same practices and beliefs (Kostov 

& Roth, 2002) 

In our interview, Managing Director of volvo, Mr. Tony O' Connell had remarked that 

Malaysia lacks well-structured infrastructure (to be interpreted as a institutional 

environment) for an automotive industry which makes it difficult to diffuse policies from 

an HQ at Sweden to that country. 

Mr. Tony O' Connell said that despite that the organization is clear that transformation 

from linear business operation to sustainable business operation should not be considered 

as unachievable, though it is not easy. 

Interviews with Managing Director and other key officials of Volvo highlighted that there 

exists a few policies and legislative measures undertaken by the government of Malaysia 

to promote production and marketing of fossil-fuel-free vehicles. This necessarily should 

encourage firms in industry to focus their operation and practices towards reducing their 
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carbon footprint. However, these measures are not adequate or overwhelmingly effective 

and efficient when compared with the measures taken by the governmental bodies in a 

country like Sweden. 

 We have observed from secondary data sources & indications from Volvo HQ that though 

Malaysia is trying to be an open market there is no effective way is in place to curb 

corruption or exploitation of the Malaysian economy. This poses a big challenge for 

organizations trying to implement sustainable business practices. 

The Managing Director of Volvo had also mentioned that in a country like Malaysia, it 

requires a great amount of lobbying and convincing to gain the confidence and get into the 

belief system of key decision-makers positioned within various institutional levels. 

It is observed that contrary to the situation in Sweden, where the institutional setup is highly 

regulated by authorities Eg: all companies need to meet the requirements of the carbon 

footprint, in Malaysia there are no laws or regulations that force the subsidiary to follow a 

specific way of working when it comes to implementation of sustainable business practices. 

It can be noted that this, ironically, was a favorable institutional factor that promoted new 

sustainable business practice of selling more electric trucks to replace the Internal 

Combustion Engines (ICE) to meet the targeted greenhouse gas emissions level.  

The above observations are clear indications of the existence of Institutional duality and 

the conundrums posed by it and how it affects in implementing policy from headquarters. 

In an institutional duality scenario, the policies of one country may not be implementable 

in another country. 

Another way in which the institutional setup impact implementation, the internalization 

and the active adoption of new practices is the role of the employee receiving the practice 

and their perception and valuation of it. (Kostova & Roth, 2002) mentioned that even if the 

foreign subsidiary is disconnected from the local context through the ownership, the 

employees working in the organization in the hosting country will be influenced by the 

external institutional context, values, and beliefs.  

5.2.1 Education and Awareness  

Difference in education level between two countries is also a factor concerning, as 

mentioned by our interview participants. 

 Understanding of the concept of sustainability in Malaysia is very poor in comparison to 

Sweden. Locals only focus on the sustainability of their water supplies, which is one of the basic 

needs but have limited awareness about climate change and the impact of greenhouse emissions.  

 In general, our observation above concludes that: 
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• Institutional duality has an adverse impact on implementation of sustainable business 

practice. 

• Internalization of the practices by the employees is influenced by the external context, 

values and beliefs. 

It is to be noted that when subsidiary and headquarter function as two generics set up with an 

inherent mutual dependence of varying measures and any conflict in the relationship between 

them would definitely affect corporate business policies for sustainability and profitability. 

MNC and subsidiaries functional relations are rather interdependent than independent.  

When we conclude, following key inferences are drawn on how relational aspect affect 

implementation of sustainable practices. 

• Hierarchical relations between headquarters and subsidiary have an inverse impact on 

effective and efficient implementation of organisational operations, practices, and policies at 

the subsidiary level in alliance with the needs and requirements of the local environment. 

More autonomy to the subsidiary better efficacy is visible. 

•  Structural tension between the headquarters and the subsidiary (Tura et al., 2019) can pose 

challenges with regards to the coordination and control of the implementation of the new 

business practice with the current level of understanding and perception from the subsidiary 

and its stakeholders. 

•  Interdepartmental tensions would cause resistance at the beginning, especially if the new 

strategy is affecting personal or departmental interest for groups or individuals. 

With all theory and empirical data in the background and observing sustainable growth of 

Volvo in the recent years and failures in case of other organizations, we see a strong leadership 

attribute to the success. What we realize is that subsidiaries entrepreneurial leader ship has a 

positive impact on subsidiaries performance when institutional duality is a key factor and 

more complex organizational activities are to be implemented.  

It can be hypothecated that (Almasa Sarabi et al., 2021) Management and its entrepreneurial 

leadership should and play the key role in inspiring and molding local employees and 

mobilizing ‘supporting casts’ committed to their subsidiaries’ objectives. It has a significant 

responsibility of translation of the head quarter’s guiding value systems into immediate cues 

that generate desired behaviors amongst subsidiary employees Subsidiary with stronger 

entrepreneurial leadership efficiently captivate internal and external resources and integrate 

domestic and international stakeholders to the business ensuring subsidiary performance, 

profitability and sustainability. MNCs need to adopt strategies suitable to the host country’s 
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socio-political environment.  

If we conceive of organizations as social entities as well as technical entities, we must recognize 

how local subsidiaries of MNCs come to reflect the values, norms and locally accepted practices 

of the societies in which they operate. (Westney 1989. 12). 

For any MNC, differences in institutional environments are also associated with differences in 

organizational structure (Philip M Rosenzweig, Jitendra V Singh , 1991) 

 

5.3 Strategies for diffusing sustainability strategies. 

 In our case study what we understand from the empirical analysis is that the Headquarters 

is driven by the regulations of the European Union to meet the commitments of the Paris 

Agreement and backed by the company's core values of climate, resources, and people. 

The strategy is influenced by the culture of the home country Sweden and its people's 

values and realities. The strategy execution in Europe is supported by a high level of 

collaboration of suppliers, competitors in the industries, along with the available 

technological, research & development institutions and universities located in the same 

cluster as the implementer company which is Volvo Trucks.  

But when the same strategy is intended to be implemented and diffused from the HQ 

globally to a developing country like Malaysia which is located within an emerging and 

developing continent, Asia the variation in values, cultures, regulations, and the 

availability of networks for collaboration that is not similar create obstacles.  

In the light of primary and secondary data collected let us now discuss the institutional 

setup for implementation of new strategy in the subsidiary where institutional duality is a 

key influencer. 

In terms of the regulation (Kostova & Roth, 2002) stated that there are several ways 

through which the host country can influence and affect the adoption of the implementation 

of any new practice, either the host country institutions force the foreign subsidiary to 

follow certain rules, and regulations that make the subsidiary adopt these regulations or 

practices in order to achieve some level isomorphism with local industry players. On the 

other hand, if the MNC is strong and has no dependency on the host country, a foreign 

subsidiary can distinguish itself from other local companies without having to adapt to 

them (Kostova & Roth, 2002).  

In the case of Volvo Trucks had given a good level of autonomy that the subsidiary has 

HQ only to put the broad lines when it comes to the strategy, then the subsidiary has all the 

right to execute based on the ground reality and what they see will work for them while 
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HQ strategy work as the guidance of the direction.  

That goes in line with the findings of the paper (Practice Coordination by Principle: A 

contemporary MNC approach to Coordinating Global Practices) where they found that 

understanding the local context can reduce the hierarchical standardization of the practice 

implementation and give more room for adaptation even though this form might have a 

high compromise for the standardized firm coordination mechanism.  

 We observe that with more internal training in parallel with the external effort to support 

the transformation of the institutional setup, companies build a positive position at least 

at the employee's level who are the drivers of the new practice in the new market. The more 

the company work on raising the understanding of the new strategy, the more 

internalization will take place with the employees implementing it. 

It can be concluded that while Institutional duality has an adverse impact on implementation 

of sustainable business practices, companies adopt various strategies to diffuse sustainable 

business practices in the host countries. One of the strategies is to give extended autonomy to 

the subsidiary operating at locations where socio, cultural and economic diversity vary 

significantly from the HQ. The success story of Volvo in a diametrically opposite environment 

of Malasya without losing its core values and sustainability targets justifies this strategy.  

Another strategy adopted is the entry mode - whether the subsidiary can be fully owned with 

or without autonomy or joint venture. Host country’s cultural, legal and socio-economic 

environment are decisive factors in choosing the entry mode along with other criteria like 

market size, competition etc.  

5.4 Relational Aspect 

Relational aspect refers to two components. One, relationship between the Headquarters and 

the subsidiary and the second interdepartmental relationship and tensions. 

We would like to recall what Mr. Tony O' Connell, Managing Director told in our interview. 

He commented that Volvo HQ believes that each business unit has a better understanding of 

their respective external as well as locally functioning internal environment and the associated 

stakeholders. The Malaysian unit is provided with their share of autonomy, operational 

freedom, and associated accountability to effectively and efficiently implement the 

organizational operations, practices, and policies at the subsidiary level in alliance with the 

needs and requirements of the local environment 

It is to be noted that when subsidiary and headquarter function as two generics set up with an 

inherent mutual dependence of varying measures and any conflict in the relationship between 
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them would definitely affect corporate business policies for sustainability and profitability. 

MNC and subsidiaries functional relations are rather interdependent than independent.  

We could infer from our discussion with Volvo officials that the interdepartmental 

relationship and tensions affect diffusion of policies and strategies. Differences are normal 

and sometimes this can be a source of strength since it provides counter-arguments that might 

be neglected by one side. MNCs are not an exception and each department of the organization 

might have different views about a specific issue. When it comes to the implementation of a 

new strategy interdepartmental tensions would cause resistance at the beginning, especially if 

the new strategy is affecting personal or departmental interest for groups or individuals. 

 The obvious tension we noticed in our case study was within the sales department of the 

company, more specifically the national sales in Malaysia. The head of national sales believed 

that the introduction of the new strategy promoting electric truck sales is a little bit tricky. 

This was also confirmed by the managing director of the subsidiary that the main resistance 

which his team faced were coming from the sales department. The sales function's position is 

coming from the fact or logic that the price of the new truck variant is an expense or a financial 

burden for the local market. Additionally, the customer knowledge about sustainability and 

the impact of the new strategy and the associated product is minimal. And this takes us to the 

(Tura et al., 2019) internal and external tensions which the implementation of sustainable 

business practices can cause. Internally the sales department’s resistance to the new strategy 

can create a degree of psychological and attitudinal tensions and network partners might have 

negative perceptions about each other due to that. Externally (Tura et al., 2019) the customers 

might not accept this well and might feel that the company is trying to thrust a new product 

that has no value for them. This might have a negative implication on the trust levels and it 

can also create economic tensions, provided that the economic value captured between the 

two parties is not the same. We did not get the chance to interview customers but based on the 

feedback which we received from the sales team we could understand that the majority of 

them might not be pleased with the new practice of using a fossil-fuel-free vehicle. 

Also, we say there is a potential structural tension between the HQ and the subsidiary (Tura et 

al., 2019) given the current feedback which we received from the subsidiary that Malaysia as 

a nation is not yet ready for the transformation strategy and implementation of electric trucks 

in the market. The headquarters might face some challenges with regards to the coordination 

and control of the implementation of the new business practice with the current level of 

understanding and perception from the subsidiary and its stakeholders. 
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We draw below mentioned key inferences on how relational aspect affect implementation of 

sustainable practices. 

• Hierarchical relations between headquarters and subsidiary have an inverse impact on 

effective and efficient implementation of organisational operations, practices, and policies at 

the subsidiary level in alliance with the needs and requirements of the local environment. 

More autonomy to the subsidiary better efficacy is visible. 

•  Structural tension between the headquarters and the subsidiary (Tura et al., 2019) can pose 

challenges with regards to the coordination and control of the implementation of the new 

business practice with the current level of understanding and perception from the subsidiary 

and its stakeholders. 

•  Interdepartmental tensions would cause resistance at the beginning, especially if the new 

strategy is affecting personal or departmental interest for groups or individuals. 

Now how to strategize relationship aspect for sustainability. 

Irrespective of the success factor of a strategic alliance managers agree the importance of 

mutual trust and commitment among partners (John B Cullen et al). 

Strategies built on trust and commitment fair in chances of success and steerability. In another 

way it is important to develop and manage “relationship capital” (John B Cullen et al). As 

inferred, “relationship capital consists of socio psychological relationship and involves the 

pattern of interaction between partners that facilitates and allow for effective functioning of 

the alliance (John B Cullen et al).”  

Parent companies, MNC in developed economy, must grant the autonomy, resources and time 

to build a relationship.  

The above points are concise and cardinal. It constitutes the basic philosophy.  

5.5 Leadership and Management Aspect 

We will now discuss the impact of leadership in the successful implementation of sustainable 

business practice. We believe that out of the three legs of the tripod, leadership can 

complement and go the extra mile to fill the gaps in the other legs, Institutional setup, and 

relational aspects. 

There are human critical success factors that leaders must have (Ahuja et al., 2019), and based  

 Leaders of Volvo were found committed on “Volvo sustainability” which they claim is centered 

around climate resources and people. The company leadership visualizes that growth, urbanization 
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and digitization defines future business sustainability. Volvo leadership claims that, in all their 

actions they are committed to reduce climate impact, efficient utilization of resources and 

conduct business responsibly. This indicates a clear vision. During our data collection, we got 

the chance to meet the newly appointed MD of the Volvo subsidiary in Malaysia. We noticed 

that he is creating a new momentum that is aligned with the new strategy. A lot of engagement 

internally and externally to build acceptance and buy the support of the different stakeholders. 

We believe this is driven by the previous experience he acquired before taking this new role. 

We understood that he was involved in the implementation of the first electric trucks 

launching in Australia. The Managing Director seems to engage heavily with the institutions, 

political and customer with the aim of bridging the institutional gaps and at the same time 

manage the trust level with customers and stakeholders when promoting the new eclectic 

products (Muller, 2014). On the subsidiary level, we did not see that all the managers and the 

leaders of the organization have the motivation (Harvey et al., 2013) and enthusiasm of the 

Managing Director, and this is something to be considered on the structural change if needed, 

also an alignment of HR and strategy executors, to conduct competency shift to meet current 

transformation plans.  

5.4.1 Impact of Leadership in Implementation of sustainable practices 

With all theory and empirical data in the background and observing sustainable growth of 

Volvo in the recent years and failures in case of other organizations, we see a strong leadership 

attribute to the success. What we realize is that subsidiaries entrepreneurial leader ship has a 

positive impact on subsidiaries performance when institutional duality is a key factor and 

more complex organizational activities are to be implemented.  

It can be hypothecated that (Almasa Sarabi et al., 2021) Management and its entrepreneurial 

leadership should and play the key role in inspiring and molding local employees and 

mobilizing ‘supporting casts’ committed to their subsidiaries’ objectives. It has a significant 

responsibility of translation of the head quarter’s guiding value systems into immediate cues 

that generate desired behaviors amongst subsidiary employees Subsidiary with stronger 

entrepreneurial leadership efficiently captivate internal and external resources and integrate 

domestic and international stakeholders to the business ensuring subsidiary performance, 

profitability and sustainability.  
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Chapter 6. Conclusion 

 

Having experienced our theoretical framework in the precincts of Volvo Trucks operations in 

Malaysia, a developing economy under the corporate HQ at Sweden, we would like to 

conclude the research with caveats below. 

The successful implementation of sustainable business practice is affected by the various 

institutional setups between the countries transferring and receiving the new practice. 

Cultural, social and institutional aspects must be taken into consideration when every strategy 

is diffused from one country to another. In our study, it is evident that what works well in 

Sweden does not necessarily work in Malaysia. The internal tensions also come into the 

picture, explaining how internal departments and internal network members can have 

different views on the same practice, in the home country or in the host country. That clearly 

exemplified the Volvo Malaysian sales department's view on the practice of selling electric 

trucks in Malaysia that given the economic tension that might stem from the customers in the 

developing country that have limited economical capabilities to withstand the new sustainable 

product price. 

The relationship between the Volvo HQ in Sweden and the subsidiary in Malaysia showed 

how the level of autonomy in the subsidiary can affect the level of adoption and questioned 

the value and the efficiency of the new practice diffused from the HQ. 

As detailed in analysis chapter we would now briefly conclude How the institutional, 

relational and leadership factors affect the implementation of sustainable business practice 

within MNCs HQ in a developed country and Subsidiary in a developing country? 

The salient observations for the first part of the research question are analyzed and 

summarized as below.   

• Institutional duality has an adverse impact on implementation of sustainable business practice. 

• Internalization of the practices by the employees is influenced by the external context, values and 

beliefs. 

• Hierarchical relations between headquarters and subsidiary have an inverse impact on 

effective and efficient implementation of organisational operations, practices, and policies at 

the subsidiary level in alliance with the needs and requirements of the local environment. 

More autonomy to the subsidiary better efficacy is visible. 

• Structural tension between the headquarters and the subsidiary (Tura et al., 2019) can pose 

challenges with regards to the coordination and control of the implementation of the new 
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business practice with the current level of understanding and perception from the subsidiary 

and its stakeholders. 

• Interdepartmental tensions would cause resistance at the beginning, especially if the new 

strategy is affecting personal or departmental interest for groups or individuals. 

• We see a strong leadership attribute to the success. What we realize is that subsidiaries with 

entrepreneurial leadership have a positive impact on subsidiaries performance and 

implementation of sustainable practices when institutional duality is a key factor and more 

complex organizational activities are to be implemented.  

      6.1 Strategic Initiatives to diffuse sustainable business practices into a subsidiary   

 Our study with Volvo and various theories we have adopted to interpret our observation along 

with other examples has suggested following strategic initiatives MNCs adopt to help MNC 

headquarters in diffusing policies to subsidiaries with an objective of profitability and 

sustainability  

As a key strategy to address obstacles posed by institutional duality HQ grants extended autonomy 

to the subsidiary operating at locations where socio, cultural and economic diversity leads to 

institutional duality ie. operating at a “Cultural distance” from HQ. 

Another strategy adopted is the entry mode - whether the subsidiary can be fully owned with or 

without autonomy or joint venture. Host country’s cultural, legal and socio-economic environment 

are decisive factors in choosing the entry mode along with other criteria like market size, 

competition etc.  

 Irrespective of the success factor of a strategic alliance managers of MNCs agree the 

importance of mutual trust and commitment among partners (John B Cullen et al). Strategies 

built on trust and commitment fair in chances of success and steerability. It is important to 

develop and manage “relationship capital” (John B Cullen et al). As inferred, “relationship 

capital consists of socio psychological relationship and involves the pattern of interaction 

between partners that facilitates and allow for effective functioning of the alliance (John B 

Cullen et al).”  

Parent companies, MNC in developed economy must grant resources and time to build a 

strategic relationship.  

It can be hypothecated that (Almasa Sarabi et al., 2021) Management and its entrepreneurial 

leadership play the key role in inspiring and molding local employees and mobilizing 
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‘supporting casts’ committed to their subsidiaries’ objectives. It has a significant 

responsibility of translation of the head quarter’s guiding value systems into immediate cues 

that generate desired behaviors amongst subsidiary employees Subsidiary with stronger 

entrepreneurial leadership efficiently captivate internal and external resources and integrate 

domestic and international stakeholders to the business ensuring subsidiary performance, 

profitability and sustainability.   

 We believe that our research provides, in addition, with a model explaining the critical role 

of leadership in the success of the sustainable practices. The role of leadership is important in 

the transformation of the organization to become more sustainable in the way it conducts 

business. The right leadership capabilities that believe in the new strategy can also go the extra 

mile to successfully execute the strategy. 

6.2 Revised Model 

In our revised theoretical format based on this study exploring how Sustainable Business 

Practices are envisaged by the HQ of a MNC in a developed economy, in this case Volvo 

trucks, Sweden and the diffusion of the practice to a developing country, in this case 

Malaysia, and what are the factors affecting successful implementation. Our findings 

matched (Kostova & Roth, 2002) and mainly results in the institutional and relational 

aspects in home and the host countries and between the HQ and the subsidiary. In our 

model illustrated below we have added some detailing to the original conceptual model, 

key factors still found to be relevant.         

 

Fig: 6 Conceptual Framework revised by authors 
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The exploratory study also examined the internal relational aspects between the business 

network partners, the various departments, suppliers and customers and this domain the 

study was aligned with the work of (Tura et al., 2019). The sparks of tensions were spotted 

in some of the network's members, especially the economic tension in the customers of the 

Malaysian subsidiary because of the prices of the new products introduced under the new 

practices for sustainability. The study contributes to the work of (Kostova & Roth, 2002) 

(Tura et al., 2019) with respect to the role of leadership in the successful implementation 

of the sustainable business practices and how a motivating leader with imbibed green 

concept can go the extra mile and influence his subordinates to excel in execution of the 

new strategy. 

 

6.3 Further studies 

An important factor with a detailed scope for further study that drew our attention during 

our interview and data collection is the regional and international influences on the 

markets. In this case, we are mainly referring to the influence of middle east Islamic oil 

countries on Malaysia and how that can affect the national policies. 

6.4 Limitations 

Due to constraints owing to the current pandemic situation, we had to spend quite a long 

time in locating a suitable organization that can facilitate conducting our research. The 

pandemic put in a lot of restrictions in the conduct of business globally. It is the 

overwhelming support and commitment to education and research of Volvo trucks that 

made it possible to conduct the study. We were restrained from meeting people in person 

and witnessing the operations first hand. However, with all limitations we feel we could 

do much justice to the study by arranging interview sessions covering participants from 

Malaysia and Sweden. 

The pandemic had set a "new normal" worldwide and we were also limited within its ambit 

and could carry out the study in only one industry. We believe that a multiple case study 

would have led to broader insights. The language was also a limiting factor for the 

conference of getting access to data, as we had to depend only on English-speaking 

countries. 

However, with all limitations, we are hopeful that this research report would provide a 

comprehensive understanding on the topic for future studies and research. 
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Chapter 8. APPENDIX 

Interview Questionnaire 

 

Leadership & management aspect: 

  
1. Would you tell us more about your background (where are you from? Education? 

working experiences? Sustainability-related experiences? 

 

2. What does the access for talent in the area of sustainability look like in Sweden/ 

Malaysia? 

 

3.  How well the management of Malaysia has imbibed the idea of implementing fossil-

fuel-free vehicles? Do they find the initiative promising and feasible for the Malaysian 

market? 

 
4. How is the management envisioning a greener unit in Asia? 

 

 
5. How comfortable is the management to move away from a linear business practice/ 

production process to a sustainable business practice/ production? 

 
6. Are the managers of Volvo trucks (Malaysia) well informed, trained, or educated about 

the sustainable business practices planned by the headquarters i.e., with regards to the 

production and supply of fossil-fuel-free vehicles? If so, how engaged are the 

Malaysian managers and how much can they relate this sustainable change for their 

local market? 

 

7. Has the Malaysian management decided to reset their goals for the business 

improvement to be in line with the initiative for manufacturing and marketing electric 

trucks on the roads of Malaysia? If so, how are they planning to set them? 

 

8. How efficient do you think the Malaysian unit is when identifying potential partners 

for external collaboration which would help the organization with its gradual transition 

to becoming a sustainable business? 
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9. Is the Malaysian management intending to revamp the idea of introducing fossil-fuel-

free vehicles into the Malaysian market to provide green products and services by 

keeping in mind the specific requirements of their local customers? 

 

Institutional Aspect: 

 

1. How is the strategy impacted by the regulations and policies in the country? Are there 

any incentives/ penalties? 

2. What is the customer feedback on the new strategy and the new product offering? 

3. What are the financial institution and the creditors' views on the strategy change? 

 

4. How will the new strategy affect the supply chain of the company? 

5. Does the infrastructure available on the ground for the new strategy succeed? 

 

6. What do you think about the risk of politics on the new strategy? Changes in fuel 

policies for example!! In the EU or overseas. 

7. Is it possible for the local suppliers and competitors to lobby to complete the new 

strategy? 

8. Do you think the sustainable initiative of promoting fossil-fuel-free trucks is a strategy 

that can be implemented at a transnational level as anticipated by the HQ or have you 

felt that the initiative is more host country-specific with regards to its feasibility and 

market acceptance? 

9. Do you anticipate any kind of hurdles or barriers at the market level, if the Malaysian 

management decides to go ahead with this strategy of HQs? If so, will it be due to 

external or internal factors? 

10. Being a business unit of a global enterprise like Volvo trucks, how feasible does your  

management find the idea of collaborating with the government or other business 

organizations in the market of a developing economy like Malaysia? 

11. With regards to sustainable business practices, are the goals set by the organization 

shared and accepted by all units, or do the units focus on specific goals? Are the 

business units provided with autonomy to work on their regional locations? 
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The relational aspect: 

 

1. How do the subsidiaries perceive the new strategy? 

2. Does the subsidiary have the right structure? How do the various departments adapt to 

the new strategy? (Behavioral) 

3. How does the HQ defuse the strategy? Is there any kind of incentive from HQ to the 

subunit to adopt the new strategy? Or is it passed down as instructions? 

4. Do the subsidiaries have the right resources and get the needed support from HQ? 

5. What is the subsidiaries, suppliers, and stakeholders' perception? 

6. What Risk does the subsidiaries/HQ see in the new strategy? (Psychological tensions) 

7. How do the employees feel about the new strategy? How do you see the level of 

commitment/frustration? (behavioral) 

 


