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1. Introduction

1. Introduction

In times of rising competition due to globalisation and market saturation in developed countries,
companies are under pressure to identify and access new business opportunities, in order to
secure and obtain new revenue streams. If companies want to expand their business activities,
they typically have various options to achieve this. One common tactic is to enter new foreign
markets. In this regard, developing countries are becoming increasingly important due to their
promising market growth potential and significantly lower market saturation. Thus, being one
of the first companies that gains a strong foothold in such markets can bring enormous eco-
nomic benefits and the potential to achieve pioneer status through e.g. first-mover advantages

while bearing significant risks due to the liability of foreignness (Hymer, 1977).

This shows that the company needs to carefully evaluate the type and mode of market entry
in order to prevent approaches and decisions that can ultimately cause negative conse-
guences. A diverse set of different aspects influences the outcome and the success of a market
entry. Thus, international market entry mode choices are mostly viewed as a trade-off between
control and the costs of resource commitments under consideration of risk and uncertainty
(Meyer, Estrin, Bhaumik, & Peng, 2009). Therefore, working together with entities that have
experience in the target market might help to significantly reduce such issues. These entities
can be of a different kind, private, or even public ones such as networks or international multi-

lateral development organisations like the United Nations (UN).

At the same time, developing countries are in severe need of improvements in basic infrastruc-
ture and the economy as a whole. They often face a big set of challenges such as high (youth)
unemployment rates, political instability, or lacks in education (Asiedu, 2005; Zimmermann,
2013). Therefore, international development organisations try to tackle these issues in order
to help them towards a better, sustainable, and faster (economic) development, to ultimately
improve the livelihoods of residents. Thus, such organisations work closely together with dif-
ferent stakeholders among local and national authorities, including the private sector as a cen-
tral driver of economic growth and job creation. Private companies can channel foreign direct
investments (FDIs) to the target country and also provide specialised knowledge, expertise,
and technology. By partnering with the business sector, they can ensure that the industry’s
voice is funnelled into their technical assistance (TA), normative interventions, and project
management, in order to help to shape a more business-friendly environment. Therefore, FDIs
and market entries of foreign firms in such an environment are a promising source of financing
for development action and the economic development of the company. In turn, public entities
provide various valuable benefits to the business sector, like close connections to local gov-

ernments and information about the respective business environments.

1



2. Research Context and Goal

2. Research Context and Goal

The scientific international market entry literature rarely covers this form of cooperation be-
tween the public and the private sector, often referred to Public-Private Development Partner-
ships (PPDP) and it remains unclear how this form of cooperation can be perceived from the
private sector’s perspective. Thus, the scope of this thesis is embedded into the aim of getting
a better understanding of the underlying principles from the private sector’s point of view in
participating in such partnerships in developing countries. The potential rationale can be het-
erogeneous as not only the market saturation and increased competition in developed markets
are putting the private sector under pressure, but also due to aspects like the so-called Corpo-
rate Social Responsibility (CSR) that implies more strategic emphasis into partnerships, as
private firms are seen more and more as citizens of a global world, incorporating responsibili-
ties towards the social dimension (Pattberg, 2012). Therefore, being able to enter untapped
and promising markets in developing countries is crucial as such markets often provide huge
potentials in both respects while making the relations with the public sector (e.g. governments)

a ubiquitous task (Rodriguez, Siegel, Hillman, & Eden, 2006).

However, as Di Bella, Grant, Kindornay, and Tissot (2013) stressed, there is the need for more
research, in order to be able to better assess the private sector benefits from engagement in
such cooperation with (public) development institutions. They argue that a detailed review of
such actual projects is required, to get a better picture of this phenomenon. Thus, the goal of
this master thesis is to address this research gap within the thematic area of international
market entry theory and the connection to PPDPs in developing countries. This thesis is struc-
tured as a single-case study, focusing on the Zambian Industrial Training Academy (ZAMITA)
PPDP project in Zambia which has the goal to provide market-relevant and state of the art
education young people. This project will be the basis of this thesis by putting special emphasis
on the business point of view of the Volvo Group as the private sector entity. Therefore, the

following research questions were identified which guided the research of this thesis:

1. Why is the Volvo Group as the private sector partner engaging in a PPDP in Zambia?

2. In how far is the PPDP an appropriate form to enter the Zambian market?

The next chapters will focus on the thematic context, the key definitions, and the state of re-
search concerning important theories of international market entries in order to establish a
common understanding as a basis for this thesis. This will be followed by the applied research
strategy, the empirical findings, and their analysis vis-a-vis the research questions. Lastly, all
aspects will be summarised and reflected towards the research questions while considering
the discussed limitations of this thesis. First, chapter 2.1 will provide a brief definition of devel-

oping countries and why they are in the need of (foreign) investments which can be seen as

2



2. Research Context and Goal

the overall broader thematic focus of this thesis, while chapter 2.2 will present the commonly
perceived rationale behind FDIs and its possible drivers outside of the PPDP scope. This is a
premise to get a more profound understanding of the private sector's motivation to invest in

foreign markets.

2.1 Developing Countries and Their Need for Investments

There is no common definition of the term ‘developing country’. However, most of the countries
that are considered as developing countries share some common characteristics such as the
unreliable provision of food for major parts of the society, low income per capita, poor health
care, high child mortality, high unemployment rates, bad education services leading to a high
level of illiterates among the population, and little economic activity, to name some of the most
common ones. The World Economic Situation and Prospects (WESP) of the UN classifies all
different countries into one out of three broad groups, which are named: ‘developed econo-
mies’, ‘economies in transition’, and ‘developing economies’. This categorisation is based on
basic economic conditions in the respective countries (United Nations, 2020). However, it
should be also noted, that especially economies in transition often could be placed into more
than one category. Zambia is listed as a developing economy and therefore fits into the scope

of this thesis.

Especially, the Sub-Saharan African (SSA) countries suffer from nearly all of the described
issues, which makes them heavily dependent on foreign aid. Moreover, the lacks in almost all
sectors are the cause of high unemployment rates especially among the younger population
which aggravates betterment of the economic situation. National budgets in particular in Africa
are often dependent on donor-countries and institutions as levels of debt are frequently high.
Therefore, in order to reduce Africa’s poverty rate, foreign finance is needed not only in form
of donor aid but also in form of FDI, as most SSA countries do not even have (full) access to
international capital markets (Darley, 2012). At the same time, according to Herzer, Klasen,
and Nowak-Lehmann (2008), FDI flows to developing economies have risen more than 12-fold
since 1980, as many countries reduced investment barriers and offered tax incentives or sub-

sidies with the goal to promote economic growth through this approach.

Furthermore, the World Bank and the International Monetary Fund (IMF) implemented struc-
tural adjustment programmes in developing countries which fostered FDI and cooperation with
Multinational Enterprises (MNES), leading to eased restrictions on FDI in many developing
countries. This intensified during the 1990s and the governments in developing countries used

this for gaining new organisational and managerial expertise, better access to international
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markets and new technologies (Cleeve, Debrah, & Yiheyis, 2015; Noorbakhsh, Paloni, &
Youssef, 2001).

Because of this, FDI inflow to developing countries has increased dramatically during the past
decades. For instance, total FDI inflows to developing countries between 2002 and 2012 alone
registered an increase by 323.4 per cent (from $172.3 billion to $729.5 billion). Geographically,
this increase is mainly due to investments located in Asia and South America, whereby inflows
to Africa in 2002 accounted for $14.6 billion and registered an increase to $55.2 billion in 2012
(Cleeve et al., 2015). Putting official development assistance (ODA) aside, the role of FDI for
the SSA region is of vital importance, as this provides capital which is the biggest constraining
element for economic progress if not readily available. All SSA countries are facing a lack of
adequate availability of investible capital. Thus, the attraction of FDI is still a major goal of most
countries in this region. Crucial determinants of FDI inflows to SSA countries are traditionally
their market size and growth, access to natural resources and state of infrastructure (Cleeve
et al., 2015), even though this is heavily dependent on the investor's goal and business area

(see chapter 2.2).

According to Ramamurti and Doh (2004), the shortfalls in infrastructure in developing countries
at the beginning of the 1990s were huge. Most of the infrastructure was outdated or even run
down, while supply for renewal was significantly below capacity in many areas. Power short-
ages or outages were common and widespread, as well as clogged ports and underdeveloped
roads and train tracks. Furthermore, Wheeler and Mody (1992) found that developing countries
became aware in the 1990s that the quality of infrastructure was considered a major factor in
market entry location choices of MNEs. The governments understood that without rapid im-
provement in aspects such as infrastructure, they would not be attractive for foreign invest-
ment, regardless of other attractive features (e.g. wage levels). Today, the current infrastruc-
ture gap is still large, leaving 940 million individuals without access to electricity and 663 million
are lacking access to improved sources of drinking water (Rozenberg & Fay, 2019). This has
a direct influence on the availability and quality of education programmes, as they become less

relevant as other issues prevail, which harms economic development even more.

Because of this, policymakers in developing countries are still striving to attract foreign capital
and connected benefits. When taking endogenous growth models into consideration, FDI is
assumed to incorporate new technologies and know-how (spillover) in the production function
of the host economy and thus promotes long-run growth by increasing the level of knowledge
through labour training, skill acquisition, and new management practices. Therefore, a key
assumption is that FDI especially in connection to education programmes can have a positive

impact on overall economic growth. However, Herzer et al. (2008) also argue that this effect
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might be less significant than expected. In fact, it can be pointed out that in general FDI can
also even cause negative consequences on domestic firms due to competition effects, espe-
cially when multinationals have lower marginal costs through firm-specific advantages (Herzer
et al., 2008; Kosack & Tobin, 2006). Sometimes the costs of incentives even outweigh the

actual benefits of FDI, leading to an overall negative outcome (Cleeve et al., 2015).

Thus, some developing countries have also put more effort into skill development and educa-
tion as one main activity to attract and stimulate FDI. The goal is to reduce human capital costs
and improving the productivity of employees through e.g. governmental or sponsored training
programmes. One can say that it can be expected that a well-trained and well-educated labour
force is better able to adapt to new technology, as opposed to relying solely on cheap and low-
skilled labour (Cleeve et al., 2015). However, in this respect, the help from abroad is necessary
as firms from developed countries can provide state-of-the-art technology and impart market-

relevant knowledge.

Therefore, many developed countries have development aid programmes to help to address
these issues, while often pursuing their own interests through e.g. incorporating and bringing
in domestic multinational firms and FDI through cooperation formats like PPDPs (see chapter
4.2). After all, it should be noted at this point that in general, the debate whether foreign aid
has overall positive or even negative effects on the host country remains controversial in the
world of development economics (Knack, 2001; Knutsen & Kotsadam, 2020; Qian, 2015).
However, there must be some advantage given for the private sector since many private firms
participate in such projects, which provides the starting point of this master thesis for the fol-

lowing chapters.

2.2 Foreign Direct Investments and Their Rationale

Historically and generally speaking, the rationale behind FDIs changed several times over the
past. During the 1950s FDI was mostly concentrated in the primary sector and resource-based
sectors. Thus, the availability of natural resources was a major determinant when assessing
potential investment locations. This changed later on during the 1960s, as aspects like market
size and growth became more and more important. In the 1980s FDIs experienced once again
a shift towards services and technology-intensive industries, as especially the service sector

rose to almost 50 per cent of the world stock of FDI (Noorbakhsh et al., 2001).

In connection to this and according to the World Bank (2017a), different rationales behind the
decision to invest in foreign markets need to be taken into consideration. This classification of
the World Bank (2017a) is based on the widely known work of Dunning and Lundan (2008),

5



2. Research Context and Goal

who presented their framework containing four different sources of FDI motivation namely:
‘natural resource-seeking’, ‘market-seeking’, ‘strategic asset-seeking’, ‘efficiency-seeking’. It is
important to note, that these different types of investments can have varying important benefits

for the respective host economy and implications for the private sector (Table 1).

Table 1: Investor Motivation Framework (World Bank, 2017a)

Private sector’s rationale Perceived outcome

Natural resource-seeking (e FDI enters the countryto |e Leads to exporting of natu-

exploit locally available ral resources or resource-
natural resources based products

Market-seeking e FDI enters the countryto |e Leads to domestic sales of
gain access to the domes- final products to consumers
tic markets or intermediates to firms

Strategic asset-seeking |e FDI enters the countryto |e Leads to sales of final
enhance the capabilities goods in the home country
of the investing firm by ac- and third countries

quiring a firm with technol-
ogy and brands that have
a competitive advantage

Efficiency-seeking o FDI enters the countryto |e Leads to importing of inter-
save costs in international mediate products and ex-
production networks (off- porting of final products or
shoring) intermediates

In fact, the World Bank (2017a) stated, that they found through their Global Investment Com-
petitiveness (GIC) survey among 754 executives of MNEs that invested in developing coun-
tries, that close to two-thirds of the investors mentioned multiple motivations for their invest-
ment decision. However, most investors stated that they are overall mainly market-seeking,

meaning that FDI is predominantly used to access new markets or customers (Figure 1).

With respect to developing countries, Noorbakhsh et al. (2001) mentioned that cost of labour
as a location-specific advantage needs to be seen as a key aspect and potential benefit for the
investing company. Moreover, Dunning (2015) mentioned that the level of education and skill
of the labour force can have influence in both, the volume of FDI and the activity that an MNE
undertakes in the respective country. Thus, this can also mean that the improvement of human
capital through education can improve a country’s locational advantages for attracting FDI,

stressing the importance of education policies and programmes (Noorbakhsh et al., 2001).
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Figure 1: Motivations for FDI in Developing Countries (World Bank, 2017a)

Share of respondents (percent)

a. Motivation b. Mostimportant motivation

Market-
seeking,
71

Access new markets or new customers

Lower production costs or

establish a new base for exports o1
Coordinate company’s value chain, 39 None of
such as being closer to suppliers the above,
5 N~
Acquire another firm that will provide the 15 Strategic
company new technologies or brands asset-seeking,
A I d I Natura/ * Efficiency-

ccess natural resources and raw materials, 12 resource-seeking, Coordinate seeking,

such as oil, gas, or agricultural products 4 GVC, 13

[

Source: Computation based on the GIC Survey.

Note: The numbers on the left do not add up to 100 percent because respondents are permitted to select multiple motivations: 62 percent of respondents
selected two or more motivations. Many respondents may have understood the motivation to access new markets or new customers to apply not only to the
domestic market in which they were investing, but also to the regional market. In fact, this motivation was commanly selected for investments in many small
developing countries with an extensive network of trade and investment agreements with other economies, suggesting that the respondents were interested
in accessing new regional markets or regional consumers, rather than just the small domestic market of the host country.

Okafor, Piesse, and Webster (2015) researched the locational motives of FDI into SSA coun-
tries. They further examined whether there are structural and behavioural differences related
to FDI between the regions in the area. In order to achieve this, panel data was used on sam-
ples of countries in the Sub-Saharan region for the period 1996-2010. The results show that
the market size, return on capital, human capital and trade openness have a significant and
positive relationship towards FDI, whilst corruption, inflation, cost of fuel and rent from natural
resources have a negative and significant relationship towards FDI. Furthermore, their findings
indicate that recent FDI inflows in this area were motivated by market-, efficiency- and strategic
asset-seeking variables and rather less by resource-seeking ones. Moreover, FDIs in the west-
ern and central countries of the SSA region were mostly motivated by market- and efficiency-
seeking variables while in the southern and eastern region mostly through efficiency-seeking
variables, stressing the different locational characteristics of the African countries.
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3. Public-Private Cooperation

The fact that FDIs can have different underlying rationales while providing mutual benefits, not
only for the investing firm but also for the public, raises the question of how these benefits can
be effectively promoted and utilised. Business-friendly policies and procedures are one major
aspect in this regard as mentioned before. However, especially in developing countries, in-
vestment risks are often high and pose a significant barrier to the private sector. Thus, coop-
eration between the public and private can be an effective means to reduce such risks. With
connection to this, the fact that partnerships have become more and more a part of corporate
strategy (Pattberg, 2012), is pointing out that it is important to have a clearer picture about the

implications of such a partnership between two different sectors.

Nevertheless, the public and the private sector have different missions and are therefore in
some ways fundamentally different. Such differences are reflected in the way how they are
financed and governed, and they are manifested in aspects like hierarchy and decision-making
structures. Another crucial aspect is the fact that private sector firms are usually accountable
to their owners or shareholders, or in some cases, to other stakeholders such as employees,
creditors, or communities where they are located. This includes that decisions can be often
made without scrutiny by the public, even though this changed throughout the past years as
the public increasingly demand responsible actions by private firms. This will be discussed in

more detail with regards to CSR later in this master thesis.

In contrast, the public sector is, especially with regards to important decisions, under public
pressure and subject to strong scrutiny by citizens, interest groups and the press. Since the
public sector gets its legitimacy from the support of their citizens, the goal for them is to main-
tain their confidence and to respond to their needs and interests which is why they often pro-
vide opportunities for the people to give input into the decision-making process. This makes
the process slow and also an issue of competing interests (Schaeffer & Loveridge, 2002). Tak-
ing this into account, the prospect of public scrutiny can be a reason for public sector elected
officials and executives to show reduced willingness to take action on controversial issues.
Sharing information with the public is a key aspect in this regard but also stays in clear contrast
to decision-making in the private sector which usually happens behind closed doors. This also
explains why the private sector can be reluctant to share its business insides as they are pos-
sibly becoming public and could be used by competitors. This reluctance on one side and the
obligation to make information available to the public on the other side is a potential subject
that can lead to tensions in public-private cooperation and the goals pursued (Schaeffer
& Loveridge, 2002).
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Furthermore, it is important to keep in mind that the extent to what public sector organisations
are financially liable is often limited. Thus, the public sector is less vulnerable to financial issues
in contrast to private sector firms. The sources of revenues of governments are rather stable
as they are mostly based on taxes. However, customers of private sector firms can change
their buying behaviour, and products that have high demand today might be unwanted inven-
tory the other day. The public sector is also much more limited in what they do, which simply
becomes apparent when considering the geographic scope. Private sector firms face less lim-
itations in this respect, which are rather represented by market-imposed limitations (Schaeffer
& Loveridge, 2002).

According to Robertson, Mundy, and Verger (2012) expectations of the private sector about
public-private cooperation are strongly related to the health of their business. The objectives
connected to this can be categorised within the following aspects (Robertson et al., 2012,
p. 54):

e Enhanced corporate image

¢ Closeness to public-sector decision-makers in a non-commercial context
¢ Development of customer loyalty among programme beneficiaries

e Market penetration/reduced costs

e Reduced scrutiny compared to contractual activity

e Easy access to information about public sector planning

Still, due to such differences between private and public entities, the room and opportunities
for cooperation which is mutually beneficial are given. Both sectors can have complementary
capabilities and they can realise things that would be not feasible if conducted alone (Schaeffer
& Loveridge, 2002). Thus, the question emerges, how such cooperation can be managed ef-
fectively and this is, according to Schaeffer and Loveridge (2002), strongly influenced by three
key aspects which ultimately help to identify the most viable form of cooperation. These as-
pects are: ‘the compatibility of goals’, ‘the coordination of decisions’, and ‘the commitment of

resources’, as shown below in Figure 2.

There are different forms of public and private cooperation. For example, Schaeffer and
Loveridge (2002) discuss four different forms which are so-called ‘leader-follower relationship’,
‘exchange relationships (seller-buyer relationships)’, ‘joint ventures’, and ‘partnerships’. With
regards to the thematic scope of this master thesis, the form of partnerships will be discussed
in more detail. The authors define it as an open-ended agreement to work cooperatively in

which the partners define the purpose of the partnership, also including the openness to new
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developments and opportunities. As stated in their paper, authentic partnering is closely con-
nected to collaboration and combination of the respective strengths of the private entity (e.qg.
competitiveness and efficiency) and the public sector (e.g. accountability towards society).
Such partnerships can be constructed as a so-called Public-Private Partnership (PPP) which
is a very common approach in this form of collaboration in developed as well as developing

markets.

Empirical evidence that is concerned with the functioning and effects of such partnerships is
not extensive. Most of the literature that discusses theories and experiences of partnerships
within social sectors are focusing predominantly on the health sector and often only considers
the public viewpoint. The topic of education is far less prominent than the health sector

(Draxler, 2008), which stresses the contribution of this master thesis to this topic.

Figure 2: Dimensions Influencing the Form of Cooperation: Goals, Coordination, and Re-
sources (Schaeffer & Loveridge, 2002)
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3.1 Public-Private Partnerships

One format of partnerships that gained significant importance and popularity during the past
decades are the previously mentioned PPPs. According to Mitchell-Weaver and Manning
(1991), PPPs have been researched and promoted since the 1970s and 80s particularly by
neoliberal governments (e.g. the United Kingdom) as an instrument for an alternative provision
of public goods. They were mainly used for urban development with the goal to save public
money, while forming a more efficient economy, as the area of activities that are directed
through the market forces were broadened. Moreover, governmental and intergovernmental
action is often notorious to be cost-ineffective, slow and inefficient (Robertson et al., 2012).
However, until today there is no single internationally accepted definition for the term PPP. As
Melville (2016) argues the wide array of different possible legal structures makes a common
definition difficult. Yet, usually, the different definitions share some common characteristics, as

can be seen in the following two examples.
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The World Bank (2017b, p. 14) defines PPPs as
“A long-term contract between a private party and a government entity, for providing a
public asset or service, in which the private party bears significant risk and management

responsibility, and remuneration is linked to performance.”,

whilst the Ministry of Foreign Affairs of the Netherlands (2013, p. 17) stated that
“There is no single definition of PPP. It covers a wide range of transactions where the
private sector is assigned some responsibility, including investment. It ranges from man-
agement contracts with no investment obligations to concessions contracts with signifi-

cant investment obligations in addition to operational and management obligations”.

It is important to clarify through whom the ‘public’ and the ‘private’ partner in a PPP is repre-
sented. According to Poulton and Macartney (2012), the public partner refers usually to the
state or a public actor like a donor or non-profit foundation. In turn, when it comes to the private
partner, it is usually agreed on, that private implies ‘for-profit’ and ‘business’, which spans from
small- and medium-sized enterprises (SMES) to local companies, MNEs, foundations or finan-
cial institutions (KS, Chowdhury, Sharma, & Platz, 2016). However, it should be noted that this
can vary according to the circumstances and scope of the respective PPP.

Overall, most research has been focusing on how the cooperation between private and public
partners can be means to deliver value to the public and whether PPPs are feasible arrange-
ments for the provision of public value (Rivera-Santos & Rufin, 2010). Furthermore, the bulk
of the available research targets the question on how PPPs should be managed and organised
in order to be successful, addressing the managerial and organisational characteristics and
risks within PPPs (Spiller, 2013). This research has its roots in fields like project management
or public management. It can be argued that the research connected to fields of international

business and economics is very limited.

With respect to PPPs in developing countries, one can notice that their focus is predominantly
on infrastructure projects. Chauhan and Marisetty (2019) stated that PPPs are used within
more than 134 developing countries, cumulating to 15-20% of total infrastructure investment.
A World Bank analysis showed that in general investment in PPP infrastructure projects expe-
rienced an overall increase, as it is seen more and more as a means to deliver infrastructure
in an efficient way (World Bank, 2016). Engel, Fischer, and Galetovic (2008) argued that this
growing popularity could be due to the failure of privatisation programmes in many countries.
These projects include brownfield and greenfield projects as well as performance-based man-

agement contracts. Furthermore, the non-tradability of infrastructure means that foreign inves-
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tors cannot divert local production to foreign markets in case of disgruntle with the host gov-
ernment. This implies that foreign investors in infrastructure experience decreased bargaining
power, as the argument of exporting cannot be used throughout the life cycle of such invest-
ments. All these arguments make infrastructure FDI a more risky and vulnerable investment
than the average manufacturing investment (Ramamurti & Doh, 2004). In addition to that, FDIs
in developing countries are perceived as highly vulnerable and risky, due to the political and
institutional conditions which are less stable and predictable. For example, a common problem
is the risk, that a new government will renege on previously promised concessions by earlier

governments, which is significantly higher than in developed countries.

All in all, one can say that PPPs are a middle path between privatisation and conventional
project finance since the risks are shared between public and private sector entities, unlike in
conventional project finance or classic privatisation programmes. A PPP should be designed
in a way to benefit the government and private parties by pooling their resources and an in-
creased scope of activities by combining complementary strengths. As Schaeffer and Lover-
idge (2002) argued, a necessary premise for voluntary participation in such cooperative agree-
ments is the fact that all stakeholder expect to be better off as when they would act alone. They
further state that this form of cooperation makes participants better off mostly due to pooling
their resources and obtaining efficiencies. Combining complementary strengths and the in-
crease in the scope of their activities are important benefits. Moreover, they also stress that
the success of such cooperation depends on how well the participants organise their actions

and decisions.

The government should be able to rely on the private sector’s expertise in managing govern-
ment assets efficiently and the private sector should be able to reduce their uncertainties
through reduced information asymmetries due to reduced regulatory hurdles and demand risk
during the operational phase (Chauhan & Marisetty, 2019). Furthermore, PPPs can enhance
the reputation and image of the private sector, while providing fluid links to governments and
officials (Robertson et al., 2012), which is an important consideration with respect to this mas-
ter thesis, as different forms of PPPs can provide such benefits e.g. through their focus on

development.
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3.2 Public-Private Development Partnerships

Since the topic of this master thesis is focusing on market entries of private sector companies
through their cooperation with public entities to foster development in developing countries, an
amended definition of PPPs is needed. The lack of a universal definition for such kind of PPPs,
often referred to as PPDPs or ‘multi-stakeholder partnerships’ (Draxler, 2008), is even bigger
and is mostly based on definitions from public authorities and international development agen-
cies. Furthermore, in this case, the public partner is usually represented by the government’s
development agency (e.g. Swedish International Development Cooperation Agency - Sida), a
coalition of different development agencies or by a multilateral organisation such as the World
Bank, the UN or non-governmental organisations (NGOs) who can act as the representative

of the public partner. Thus, the following definitions should be considered.
The Sida (2017) states that

“In a Public Private Development Partnership (PPDP) Sida and actors from the private
sector cooperate and jointly finance a project that seeks to improve the lives of people

living in poverty.”,
whilst the Swiss Agency for Development and Cooperation (2013, p. 6) defines it as

1...] joint investments of development agencies and the private sector as an instrument

of development cooperation”.

This means that PPDPs have the goal to provide development aid by sharing risks through
public and private parties, which is a different characteristic than in classical PPPs, as their
primary focus lays on the simple provision of public goods through the private sector. This
implies that the goal of a PPDP could be also to provide intangible resources like knowledge
to foster education. Moreover, this entails that the geographical focus of PPDPs lays predom-

inantly on developing countries, whereas PPPs are also often located in developed markets.

Since the focus of this study lies on the private sector’s viewpoint, it is important to mention
the available literature provides only a few insights in how PPPs/PPDPs impact the firm in the
developing world (Chauhan & Marisetty, 2019; Warner, Kahan, & Lehel, 2009). For example,
Chauhan and Marisetty (2019) found that PPP investments can be beneficial for the private
sector, as the investment efficiency can be improved which also impacts their operating per-
formance in the long run positively. However, scientific research with an explicit focus on con-
nections between PPDPs and market entries is small. Besides, a bulk of the available research

focuses on emerging economies (EE) (Poulton & Macartney, 2012; Samii, van Wassenhove,
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& Bhattacharya, 2002) and spillover effects of FDIs but with only a few insights into developing
countries (Bwalya, 2006).

However, Robertson et al. (2012) provide some insights into corporate philanthropy in educa-
tion in developing countries. They researched the benefits from the private sector’s viewpoint
of contributing to education and found 11 main benefits as depicted in Figure 3. The figure
shows the previously mentioned aspect of meeting the social demand for responsible corpo-
rate behaviour or CSR as one main benefit, which will be discussed further below. In connec-
tion to this, positive brand identification can be effectively supported, while the reinforcement
of international aid efforts and the training of possible future employees are also important

reasons.

Figure 3: Private Sector Benefits of Contributions to Education (Robertson, Mundy, & Verger,
2012)
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Furthermore, since PPDPs have the aim to improve e.g. the economic prospects and liveli-
hoods of the respective population, one main goal of such cooperation projects is to scale their
effects towards a bigger group outside of the project target scope and achieve spillover effects
for the domestic economy and population. FDIs through PPDPs can, therefore help to achieve
these goals as this is a form of non-debt source of financing and generally increases the tech-
nical progress in the host country which can ultimately have a decisive impact on the process
of economic development and can bring new technology and knowhow to the developing coun-

tries (Johansson de Silva, Kokko, & Nordberg, 2015). Draxler (2008) argues that most of such

14



3. Public-Private Cooperation

partnerships are very diverse and seldomly resemble each other. Still, there are some im-
portant characteristics of the different stakeholder to be considered that are involved in a

PPDP, which can be summarised in Table 2.

Table 2: Some Perceived Characteristics of PPDP Stakeholder (Draxler, 2008)

Public sector Business Civil society

« Equality and equity = Efficiency, productivity = Meeting stakeholder needs
& * Sector-wide delivery * Innovation and research  «  Local networks and
é + longterm engagement capacity experience
=  Regulatory ability * Targeted action * Targeted fundraising
2 « Excellent humanresource = Effective and economical = Rooted in constituency
Z base distribution ability « Situation-specific actions
g * Accountable to public *  Results-oriented  Watchdog role

« Responsible for delivery of = Costeffectiveness
education as 2 human right

Resistant to change » Internal time-frame = Represents special interests
Uniformity of provision = No profitability in ‘last = Fragmented objectives and
Limited budget flexibility mile action

+ Notresponsible forthe  «  Occasional amateurism
public good

- + Expanding action *  Shareholder and *  Legitimacy

5 - * Enabling environment for employee satisfaction ~ «  Reinforced focus on specific
= arowth +  Economic growth needs

E % « Different expertise = Education for = New resources

T 2+ Additional resources employability « Greater impact

Z

* Image and branding
+ Risk management

The public, consumers, investors and staff scrutinise the actions of private entities, as they
want to know whether positive contributions towards society and economy are made (Di Bella
et al., 2013; Johansson de Silva et al., 2015; Pattberg, 2012). Therefore, it has been argued
that partnering with the public sector can improve the visibility and impact of actions (Robertson
et al., 2012). However, at this point, it should be mentioned that there is a significant difference
between CSR and charity, sponsorship, or philanthropy. Still, the latter can also contribute
positively to enhance the reputation of a firm but the concept of CSR goes far beyond that and

is nowadays an inherent part of business strategy (Vertigans, Idowu, & Schmidpeter, 2016).

Moreover, FDI in combination with development aid has the goal to improve managerial capa-
bilities and skills, whilst increasing efficiency and productivity, and bring a wide range of goods
and services to the host economy. Such productivity spillover effects can mainly occur through
three different channels. First, the movement of highly trained and skilled staff to the host
country. Secondly, the so-called ‘demonstration effect’ which arises from arm’s length relation-
ships between foreign and domestic firms. Such effect enables the domestic firms to adopt
and implement superior production technologies and organisational/managerial skills. Thirdly,
the effect of competition needs to be considered, as the presence of a foreign firm may force

rival foreign competitors to enter the market as well, whilst domestic firms are under pressure

15



3. Public-Private Cooperation

to upgrade their production techniques to be able to compete with them (Blomstrom & Kokko,
1997; Bwalya, 2006).

Figure 4 provides a general overview of a PPDP project with an example of a vocational train-
ing project. It becomes clear that all three key partners, the private sector firm, the development
agency, and the host government have their own goals and the intersection of these goals is
the core of the PPDP that aims to bring betterment of education programmes for the population

in the respective host country (LKDF, 2015).

Figure 4: Benefits for PPDP Partners (LKDF, 2015)
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However as argued by Robertson et al. (2012) and discussed before, partnerships can be
sometimes even more costly of resources (mostly human resources), as the effort for manag-
ing such partnerships is more complex and requires intensive coordination, reporting, monitor-
ing and evaluation. Therefore, private companies need to carefully evaluate this decision.
Commonly, different theories are taken into consideration in order to help identify the most
beneficial market entry mode. These theories consider a wide range of implications that spans
from firm-internal and -external indicators. Three main theories in this regard will be now de-

scribed in more detail, as they build the main economic and scientific theory basis of this study.
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4. International Market Entry Theory

Entering new markets in order to expand and secure new revenue opportunities, as well as to
obtain first-mover advantages, is crucial for survival, especially for MNEs in an increasingly
globalised world (Nakata & Sivakumar, 1997). International market entries have been well re-
searched throughout the past decades (e.g. Andersson & Svensson, 1994; Brouthers &
Brouthers, 2000; Delios & Beamish, 1999; Gatignon & Anderson, 1988; Hennart & Park, 1993;
Larimo, 2003; Meyer, 2001). Therefore, several different concepts based on different theories
have been identified and helped to explain how and why companies use different entry modes
in order to access and enter new foreign markets. However, the bulk of research focuses on
developed or emerging markets, stressing the need for more research concerning developing
countries as a special case within market entries. A general overview of the different modes is
provided by Pan and Tse (2000), who distinguish between equity and non-equity modes as

depicted below in Figure 5.

Figure 5: A Hierarchical Model of Choice of Entry Modes (Pan & Tse, 2000)
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In connection to this, Meyer and Estrin (2001) also postulated the same, as they argue that
one can generally distinguish between so-called equity and non-equity market entry modes,
whereas equity modes include greenfield investments, brownfield investments, acquisitions,
and joint ventures (JV) and non-equity modes include franchising, licensing, leasing, manage-
ment service contracts, alliances and also (direct/indirect) exports. It is important to understand
that all mentioned modes have different advantages and disadvantages from the business
perspective and are idealistically chosen in connection to the goals of the company and the
business environment that can be found in the respective target market. The selection of the

right entry mode is specifically sensitive with respect to markets in developing countries as
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they are usually more volatile and less resilient than developed ones. The goal of choosing the
right mode of entry is therefore mostly a trade-off between the amount of control of business
activities that the company want to retain and minimising the insecurities e.g. through involving

local partners.

Meyer and Peng (2005) focused their research on the Central and Eastern Europe (CEE) re-
gion and economies in transition, with three lines of theoretical frameworks. They discussed
how organisational economic theories contribute to the understanding of entry strategies of
foreign investors. The widely known resource-based theories (RBT) and the institutional theo-
ries were discussed in order to get a more comprehensive understanding of this matter. Fur-
thermore, they found that organisational economic theories such as the so-called Transaction
Cost Theory are widely used among scholars to explain market entry modes and ownership
strategies of market entrants. This basically entails that lower transaction costs will make it
more likely that foreign investors will establish wholly owned operations rather than JVs or
contractual cooperation since this enables the entrant to have more control over operations

while costs are affordable.

Dikova and van Witteloostuijn (2007) studied market entries with a focus on economies in
transition. They researched for evidence about which factors determine the choice of the en-
trant between acquisitions and greenfield investments, as well as the establishment of a wholly
owned outlet or a subsidiary with shared ownership. Furthermore, they tried to answer to what
extent the host country’s institutional environment affects the entry mode choices. They tested
the moderating effect of the host country’s institutional environment on the impact of the parent
firm’s features on entry mode choices. They found that within the framework of transaction cost
economics (TCE) there are certain firm-level factors that influence both, entry mode form and
choice of ownership. In addition, they provide empirical support for the aspect that investment
decisions are influenced by institutions, which is typically explained by TCE in the literature.
According to their empirical evidence, the establishment of greenfield subsidiaries and subse-
guent tacit knowledge transfer are desired mostly in an institutionally advanced environment,
which is normally the case in developed countries. In turn, they found that acquisitions are
preferred by MNEs as the most efficient way to achieve a desired local customisation but are

only desirable if the institutional environment is fairly advanced.

Furthermore, RBTs are commonly used to analyse how market entrants can manage e.g. their
JVs with local stakeholder, including issues like partner selection, organisational learning, and
post-acquisition restructuring. Foreign investors seek primarily local partners that help them to
gain access to local markets which is important to facilitate their market entry. This is con-

nected to the core RBT assertion that includes the capability to learn from partners can be
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seen as a tacit resource, which helps to gain competitive advantages. In addition, Meyer and
Peng (2005) stated that in the early stages of transition in the economy, formal market-sup-
porting institutions are often not well developed which leads to informal constraints, causing
foreign entrants to rather choose JVs and alliances in contrast to wholly owned subsidiaries to

mitigate this issue.

Thus, in order to get a better understanding for the rationale behind PPDPs and their connec-
tion to FDIs of the private sector, it is useful to consider the above mentioned three theories
(theory triangulation) that are commonly used in international business research. They are
being utilised for the analysis of this research to get a more sophisticated picture and under-
standing of the underlying principles within the scope of the thematic focus of this master the-
sis. Therefore, the Transaction Cost Theory, Institutional Theory, and the Resource-Based
View will be presented in more detail below, to later use their implications for the analysis

process of the gathered evidence.

4.1 Transaction Cost Theory

Transaction cost theory gained strong attention especially in the 1980s and 1990s in the scope
of entry mode choice (e.g. Anderson & Coughlan, 1987; Anderson & Gatignon, 1986; Erramilli
& Rao, 1993; Hennart, 1991; Hennart & Larimo, 1998; Kim & Hwang, 1992; Taylor, Zou, &
Osland, 1998). However, in order to get a better understanding of the implications of this theory,

it should be clarified, what exactly can be considered as transaction costs.

Williamson (1985) stated that three dimensions with regards to entry mode decisions of firms
can be identified: ‘asset specificity’, ‘uncertainty’ and ‘frequency’. All of them are based on
three key behavioural assumptions which are: opportunism, bounded rationality, and risk neu-
trality. The asset specificity is a very key dimension of a transaction, as this enables the firm
to identify the need for tailored or standardised investments. This essentially incorporates the
transferability of assets that support a given transaction. The uncertainty can be split up into
two different kinds. On one side, the so-called behavioural uncertainty is connected to imper-
fect information and information asymmetries between parties, especially when taking into
consideration that opportunistic behaviour might occur, and decisions must be taken under
uncertainty towards actions of other market participants. On the other side, according to Bre-
men, Oehmen, Alard, and Schonsleben (2010) the so-called external uncertainty refers to e.qg.
unexpected changes in the legal and economic environment. The frequency is mostly referred

to the sales volume of goods or services or the frequency of the transactions, as this according
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to Williamson (1985), usually causes (connected to the fact of higher repeatability of transac-

tions) an increase in the probability of investing in unrecoverable assets abroad.

As Meyer and Estrin (2001) argued, transaction costs are costs that are caused through
searching suitable targets, the analysis of their economic viability, and all the aspects con-
nected to negotiation with management, owners and governments. Due to the gaps and inef-
ficiencies in developing markets, increased transaction costs in comparison to developed mar-
kets are to be expected. In connection to this, the liability of foreignness plays a significant
role, as this liability can, according to Zaheer (1995), arise from at least four different but not
necessarily independent reasons. First of all, she mentions the costs that can be directly linked
with the spatial distance and different time zones, when it comes to costs of travel, transporta-
tion, and coordination. Secondly, she states that firm-specific costs that are based on the com-
pany’s unfamiliarity in the respective country and the lack of connections to the local area can
have significant influence. Thirdly, the foreign entrant can face costs due to the host country
environment, such as lack of legitimacy or economic nationalism. Last but not least, costs from
the home country environment e.g. restrictions on sales to certain countries need to be also

considered.

Brouthers, Brouthers, and Werner (2003) postulated that transaction cost-based market entry
mode choices are efficiency-driven decisions, in which firms will select the mode of entry that
entails the least (transaction) cost. They found that firms were significantly more satisfied with
the firm performance that chose their market entry strategy under consideration of transaction
costs. However, aspects like firm size or international experience can also influence entry
mode choice and performance (Erramilli & Rao, 1993; Gatignon & Anderson, 1988; Hennart,
1991), which is why Brouthers et al. (2003) suggest to not solely rely on transaction cost vari-
ables when it comes to such a decision but to consider other non-transaction cost-related fac-

tors as well.

Choi, Lee, and Kim (1999) hypothesised that two important transaction costs in such markets
are ‘measurement’ and ‘enforcement’. Measurement costs are costs incurred from difficulties
of measuring the value of a product in a transaction. Enforcement costs are linked to the con-
straints of enforcing and safeguarding agreements, which is a crucial point in international
business settings. They are expected to be higher in countries where the price system is not
providing accurate signals for efficient resource allocation. At the same time, when official dis-
cretion defines property rights in contrast to the rule of law, then enforcement costs will be
high. Moreover, opportunistic behaviour which is normally reduced through contract law, trust
or reputation, can be expected to occur more likely under such circumstances (Hoskisson,
Eden, Lau, & Wright, 2000).
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Peng and Heath (1996) stated that firms in EEs will face difficulties to grow internally or through
merger and acquisitions (M&As) due to a lack of property rights and political structures. As a
result, they suggest that hybrid strategies e.g. using networks will help through pooling and
coordination of resources, which ultimately helps to achieve economies of scale and scope,
while fostering organisational learning. This can also be conveyed to non-equity modes and
the case of PPDPs, as this shows that hybrid strategies can be an effective means of counter-
acting these issues. In this respect, Hoskisson et al. (2000) emphasised that personal relations
and network contacts have the potential to reduce such uncertainties and connected costs,
making locally experienced partners highly viable. Nevertheless, it is clear that institutions have
a significant influence in this process which will be reviewed in more detail in the following

chapter.

4.2 Institutional Theory

The institutional theory states that institutional forces have an influence on the organisation’s
decision-making and processes. As argued by Meyer et al. (2009), institutions are an essential
part in the market economy as they support the effective functioning of the market mecha-

nisms, which helps to prevent undue costs and risks.
Child and Tsai (2005, p. 97) are defining institutions

“[...] as collective and regulatory complexes consisting of political and social agencies.
Institutions potentially dominate other organizations through the enforcement of laws,

73

rules and norms that constitute both ‘formal rules’ and ‘informal constraints™.

Typically, institutions in developed economies are almost invisible, even though their role is
critical, whereas in most less developed countries, the markets are malfunctions and the ab-
sence of institutions and their market-supporting role is obvious (Meyer et al., 2009). This is
due to the fact that developing countries have significantly weaker institutions in comparison
to developed countries, as laws are often not well developed or enforced e.g. through inde-
pendent courts. This goes hand in hand with weak property rights and governments that feel
less accountable to their parliament and people. The same applies to regulatory agencies that
are often incompetent or not well enough insulated from politics, thus making them inefficient.
Furthermore, the media is less independent and most likely influenced which bears political

and economic risks that can negatively impact FDIs (Ramamurti & Doh, 2004).

Furthermore, there are perspectives that utilise an economic orientation (Coase, 1998;

Milgrom, North, & Weingast*, 1990) and a sociological orientation (DiMaggio & Powell, 1983).
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The strategy of enterprises can be also facilitated by institutions, allowing them to take a more
active role in an institutional environment. Certain institutional change can provide proper in-
centives and changes in the corporate culture, which enables the private sector to make im-
provements in their strategy (Hoskisson et al., 2000). However, the effect of institutions on the
performance of firms varies across countries, as the state of development is dependent on

local processes in the country (Makino, Isobe, & Chan, 2004).

Milgrom et al. (1990) postulated that institutions provide the rules that guide human interaction
in societies. Organisations are the players bounded by those formal and informal rules, while
the role of institutions is to reduce uncertainty and provide stable structures that facilitate such
interactions, thus reducing transaction and information costs. With respect to that, it becomes
clear that formal and informal rules can have a strong impact on the entry mode choices of
private sector entities. For instance, legal restrictions may limit the equity stakes that are al-
lowed to be held by foreign investors, whereas informal norms might favour local enterprises
over MNEs (e.g. in case when bribery is accepted). With special regards to developing coun-
tries, one very crucial aspect is that institutions are important actors for provision of information
that are not readily available, in order to reduce information asymmetries which are perceived
as a core source of market failure (Peng, 2003). Often, weak institutions amplify information
asymmetries causing enterprises to face higher risks in partner selection (Meyer, 2001) while
increasing the need to spend more resources searching for information which is closely con-

nected to transaction costs as discussed above (Tong, Reuer, & Peng, 2008).

Hence, Meyer et al. (2009) argue that foreign entrants are likely to need access to local re-
sources in order to overcome inefficiencies that are caused by weak institutions. However,
they state that on one side these weak institutions make it difficult to access such resources
via the markets. This inhibits significantly foreign greenfield investments and also raises the
costs of acquiring local firms. On the other side, JVs provide the option to access such local
resources in a more efficient way, while the need to invest own financial or non-retrievable
resources is significantly lower. In essence, this also underlines the findings of other authors,
which emphasises that cooperation with partners can help to overcome such institutional is-
sues and risks. With respect to PPDPs, it becomes clear that cooperation partners in such a
format can also help to overcome or reduce the impact of barriers due to weak institutional
status and the liability of foreignness while helping to establish unique resources that provide

competitive advantage which will be discussed in the following chapter.
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4.3 Resource-Based View

The basic question that is addressed through the resource-based view (RBV) is why firms are
different and how they can achieve and maintain a competitive advantage. In this regard, re-
sources are defined to include assets, capabilities, organisational processes, knowledge, in-
formation, and all other attributes which are controllable by firms and help to implement their
pursued strategy. On this basis, Barney (1991) established four criteria in order to explicate
his idea of tradability of strategic resource factors, leading to his suggestions that firm re-
sources and capabilities can be differentiated on the basis of their ‘value’, rareness’, inimita-
bility’, and ‘substitutability’. Most resources that are creating competitive advantages in this
regard are intangible ones. Even though some aspects like first-mover advantages are stand-
ard across all economies, others have special implications in less developed markets. Enter-
prises that manage the deterrent circumstances of less developed markets, can experience
such first-mover advantages, including reputation effects, and economic advantages in con-
nection to sales volume and domination of distribution (Hoskisson et al., 2000). However, it is
difficult to establish such advantages in these markets without good relationships with govern-
ments, as this can provide benefits like better access to licenses or properties (Hoskisson et
al., 2000).

With respect to market entries, the RBV has helped to identify the characteristics of resources
that are required to overcome the so-called liability of foreignness. In this respect, Lieberman
and Montgomery (1998) mentioned that there is a connection between the RBV and potential
first-mover advantages, as early market entrants or pioneers have the chance of acquiring
superior resources and capabilities. However, there is the threat that such pioneers acquire
the resources that ultimately turn out to be the ‘wrong’ ones, as they may only provide limited

value to the firm, while the market evolves.

Furthermore, according to McWilliams and Siegel (2010) and as mentioned above, CSR can
be an important aspect in the differentiation strategy of private sector firms and a tool to sustain
competitive advantage. According to them, CSR actions inherent things like pollution abate-
ment, recycling, and support for local social services. Nyborg and Brekke (2004) stated that
CSR can enable the company to develop human resource capabilities, through market screen-
ing strategies that help to attract highly motivated and productive workforce. At the same time,
CSR activities also have an influence on the society, which becomes apparent when the firm
links the provision of public goods to the sale of its private products. However, the optimised
level of CSR, which means a level that maximises the private return, could be theoretically
determined by cost-benefit analysis. Still, calculating these costs and benefits is often difficult,

especially with regards to consumer demand, as CSR attributes may account only for a small
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percentage of all relevant attributes concerning a product. Another important aspect is the
effect on the motivation of existing employees and staff, as an increasing number of workers
want to identify themselves with the firm and consider a firm that does good for the society as
a good place to work. Thus, the overall motivation and social commitment can be assumed to
be higher, which is characterising the firm vis-a-vis its competitors and society. The fact the
CSR can help to increase the value and reputation of brands is important to consider within
the scope of the RBV and this master thesis (McWilliams & Siegel, 2010).

Doh (2000) stated that the RBV of competitive strategy in combination with other related the-
ories, also highlights the importance of network relationships to the focal organisation, as learn-
ing and knowledge acquisition through such networks is an important aspect when it comes to
the reinforcement of the competitive position attained by the first-mover status and resource

development.
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5. Methodology

After getting an overview of the key definitions and theories, the following chapter will discuss
the research methodology of this master thesis. The chapter will first focus on the description
of the research approach and then point out the research strategy, material used, the elabo-
rated research propositions and possible rival explanations, which will guide the development

of categories for the final analysis of the evidence and data collected.

5.1 Choice of Research Approach

In general, the character of the research question and the aim of the research determine
whether a qualitative or quantitative research strategy (or even both) is appropriate for the
study. Typically, quantitative research is described as a structured research method for stud-
ying a larger sample with the aim of extracting quantifiable insights into the researched situa-
tion. In contrast to that, qualitative research is rather unstructured and focusing on a small and
carefully selected number of individuals, producing mostly non-quantifiable insights into the
respective situation. In opposition to the usage of numerical data in quantitative methods, qual-
itative research works mainly with open-ended non-numerical data (Saunders, Lewis, & Thorn-
hill, 2009). Therefore, with respect to the aim of this master thesis, the use of qualitative re-
search methods will help to get access to more detailed information, which is necessary when
trying to understand such form of market entry and the rationale behind the engagement in a
PPDP, as this is likely to be different from case to case, thus making a qualitative approach
more suitable than a quantitative. Furthermore, the access to the persons from the private
sector firms who are in charge of such projects, are difficult to identify and contact which would

be necessary for a survey.

In order to get some empirical evidence in respect to the research question, the research
methodology of a case study is a promising way to get access to information that would be
difficult to obtain through quantitative data collection methods. A qualitative study is commonly
used, when a specific field has not been studied a lot, which became apparent during literature
review within the thematic scope of PPDPs in connection to market entries (see chapter 4.2).
Therefore, the widely recognised case study design and methodological approach of Yin
(2008), Yin (2009), and Yin (2014) will be used, with additional reference to other authors such
as Rowley (2002) and Atkinson (2002) who based their work on him as well. Furthermore, the
gualitative content analysis from Mayring (2000), and Mayring (2014) will be used for the anal-
ysis of the gathered data. Yin (2014, p. 16) states that
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“a case study is an empirical inquiry that investigates a contemporary phenomenon (the
“case’”) in depth and within its real-world context, especially when the boundaries be-

tween phenomenon and context may not be clearly evident”.

According to Rowley (2002), case studies contain fewer units that are being studied in contrast
to surveys, whilst the available detail for each case can be expected to be greater. Further-
more, case studies are strong in their ability to undertake a contextual investigation of a phe-
nomenon (Rowley, 2002). Another important aspect is the fact that corporate strategies and
their underlying reasoning are often difficult to quantify, which further supports the argument

of using a qualitative research method (Saunders, Lewis, & Thornhill, 2019).

5.2 Research Strategy — Single Case Study Approach

As the conduction of multiple case studies is a very time-consuming procedure and not always
viable due to constraints in money, available cases, or very limited access to sources of evi-
dence, the use of a single case study design can be means to mitigate this and generate
empirical insights from the target group. Thus, this research strategy was identified to be an
appropriate way to achieve the desired outcome with respect to the research scope and ques-

tions.

Furthermore, purposive sampling ensured that the target sample can be reached in an efficient
way and that the case yields sufficient information and data, whilst having the greatest impact
on the development of knowledge about the respective topic (Patton, 2009). However, this
implies certain limitations especially when it comes to generalisability of the research, which

will be discussed in more detail in chapter 7.3.

As Yin (2014) postulated, another important aspect that should be taken into account within
the case study research strategy is the consideration of five different kinds for using a single
case study design. Each of them will be described briefly to better identify the case study ra-
tionale for this study. Firstly, he mentioned the so-called ‘critical case’ where the case is critical
to the theory or the theoretical propositions. This means that the theory should specify a clear
set of circumstances in which the propositions are expected to be true. Thus, the single case
can be used to determine whether these propaositions are correct or whether alternative expla-
nations are more relevant. Secondly, he stated that ‘extreme/unusual’ cases are cases that
are characterised through deviation from theoretical norms or everyday situations, which are
often used in clinical research, as studying unusual cases may reveal insights about normal
processes through which the value of a case study can be connected to people beyond those

suffering from the original clinical syndrome.
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Thirdly, the author named the so-called ‘common’ case, where the objective is to assess the
circumstances and conditions of everyday situations, in order to get insights about the social
processes related to theoretical interests. The fourth rationale that he presented, is the ‘reve-
latory’ case, in which the researcher basically has the opportunity to observe and research a
phenomenon that was previously inaccessible to social science. Lastly, the fifth rationale is
called the ‘longitudinal’ case, in which the same case is being studied at two or more different
occasions. The goal is to research how certain conditions and their underlying principles
change over time. Thus, the single case study approach in this master thesis can be based
mainly on a critical case, as theory is used to specify the circumstances within which the prop-
ositions are believed to be true. The single case evidence then will be used to test the propo-
sitions and to check whether alternative or rival explanations can be negated, which is also an

important step in connection to validity and reliability of a case study.

For a proper analysis of the data in this case study, the approach of using the software tool
MAXQDA in order to be able to analyse all different kinds of data (e.g. text documents, videos,
etc.) was chosen. This software makes it possible to ensure that all sources of evidence are
treated within the same database and with the same methodology. As Yin (2014) argues, com-
puter-assisted tools such as MAXQDA can be very helpful, as they have become more diverse
and functional during the past decades and can work with text and also video-based data. At
the same time, he stresses that such computer-assisted tools are just a support for the analysis
process. The software does not provide a finished analysis on its own but rather assist the

analysis process.

Yin (2014) also suggests, one possible technique for the analysis of the aggregated data, is to
create a matrix of categories and to code the evidence within these categories. However, since
Yin (2014) does not provide any further guidance on how to establish such category matrix,
the approach of Mayring (2000) will be applied in this master thesis. According to him, the
categories will be identified prior to the analysis process and based on the propositions (de-
ductive category application) as shown in Figure 6. The next step is then to redefine and fine-
tune them during the analysis process in order to ensure that (if required) new ones will be
added and obsolete ones deleted until a rationalised set of codes is achieved. However, this
means that previously coded data need to be revisited and tested for the inclusion of the new
ones. The coding process is guided by the so-called Coding Agenda or Category Matrix, which
gives an overview of all rationalised codes, the applied coding rules and anchor examples (see
Appendix Table 10). It is important to note, that the categories used in this study are of nominal

nature, meaning that they are independent but belonging to the structural dimension. This is a
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key difference to ordinal categories which express graduation of the structuring dimension
(Mayring, 2014).
Figure 6: Deductive Category Application (Mayring, 2000)
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5.3 Validity and Reliability

In most social science research techniques and for this master thesis as well, it is important to
consider the concepts of generalisation, validity, and reliability in order to ensure that the re-
search is assimilable into the base of a field of study. When establishing a strategy for the

analysis of case study evidence, Yin (2014, p. 133) argues that

“‘much depends on a researcher’s own style of rigorous empirical thinking, along with the
sufficient presentation of evidence and careful consideration of alternative interpreta-
tions.”.

As Rowley (2002) stated, the design of a case study must be appropriately informed by theory
and can therefore add to the established theory. However, in the instance of a case study, the
generalisation is of analytical nature rather than statistical. According to Yin (2009) and Rowley
(2002) construct validity, internal validity, external validity, reliability are commonly used within
empirical social science and highly relevant to case studies to ensure a proper research de-
sign. Therefore, it is important to understand what they imply, to ensure that these premises

are incorporated into the research approach in the right way.

28



5. Methodology

1. Construct validity: correct operational measures for concepts being studied need to be es-
tablished, reducing subjectivity by linking data collection questions and

measures to research questions and propositions

2. Internal validity: ~ causal relationship needs to be established, as certain conditions are
shown to lead to other conditions while being distinguished from spuri-

ous relationships

3. External validity:  establish a scope to which the results of a study can be generalised to-

wards some broader theory

4. Reliability: operations of a study (e.g. data collection) must be repeatable, resulting
in the same outcome, which has the goal to minimise errors and biases

and can be achieved through documentation of procedures

Based on this, Yin (2014) suggests a set of case study tactics which are adapted for the single

case study approach in this master thesis, as shown in Table 3.

Table 3: Ensuring Validity and Reliability in a Case Study (adapted from Yin, 2009)

Test Case Study Tactic Phase of research in which
tactic occurs

¢ Use multiple sources of evidence | Data collection

Construct validity

e Establish a chain of evidence Data collection
Internal validity e Address rival explanations Data analysis
External validity ¢ Use theory in single-case studies | Research design
Reliability e Develop case study database Data collection

Moreover, Rowley (2002) states, that propositions are needed as the researcher need to make
speculations on the basis of the existing literature and other available evidence, on what an
expected result from the research could be. The collection and analysis of the data will be
structured in a way to support or refute these propositions. This goes hand in hand with Yin
(2009), who proposed, that the use of theoretical propositions is the preferred strategy that
leads the case study. The propositions should reflect the research questions, the review of the

current literature and the identified theories.

Furthermore, Yin (2014) also states that one key strategy in case study research is to identify
and address rival explanations for the findings. This means that when rival explanations are
addressed and rejected, the findings of the case study will be much stronger. Furthermore, he

makes clear that this needs to be considered in the designing stage of the case study already,
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in order to ensure that data collection includes appropriate evidence. Therefore, the elabora-

tion of rival explanations is being conducted in the following chapter.

In connection to this, Yin (2014) states that it is important to incorporate four principles of data
collection within a case study in order to address research design challenges in connection to
validity and reliability. Firstly, multiple sources of evidence should be used. Secondly, the cre-
ation of a study database, thirdly maintaining a chain of evidence, and fourthly exercising care
when using data from electronic sources. Each principle was considered in the applied re-
search strategy of this work and will be briefly discussed to gain a better understanding of what

they exactly imply.
Principle 1: Multiple sources of evidence

The principle behind including multiple sources of evidence into the case study is to achieve
triangulation. This essentially means that multiple sources of evidence are used in order to
collect information aimed at corroborating the same circumstance, fact, or phenomenon. Thus,
if the data is triangulated, then the facts within the case study must have been underpinned by
more than one source of evidence. A critical problem connected to that is, that the ability to
analyse multiple data sets from different sources needs to be present as otherwise the ad-

vantage of the case study strategy can get lost.
Principle 2: Case study database

It is important to note, that a case study database provides the benefit that in principle other
investigators can review the sources of evidence which is why a database helps to ensure the
reliability of the case study. Yin (2009) postulates that the development of a database should
be based on four components (notes, documents, tabular material, and narratives). The doc-
uments that are used during the data gathering process need to be saved and made retrieva-
ble. Tabular materials that might be created by the researcher must be organised, stored, and
made retrievable as they might include survey, observational counts, or other quantitative data.
Narratives might be created by the researcher upon completion of data gathering and can be
considered as a formal part of the database. They help to reflect and answer questions towards
the case study’s goal while giving reference to different sources of evidence. The database for

this master thesis will be provided via Dropbox.

L https://www.dropbox.com/sh/vqo4tmar4dngps6m/AADIL99DMSkbLIRTWDbtCZIGa?dI=0
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Principle 3: Maintain a chain of evidence

The chain of evidence allows to increase the reliability of the information within a case study,
as it allows external observers to understand the derivation of evidence (Figure 7). It should
be noted that this chain of evidence used in this work is adapted from Yin (2014). Aspects such
as the case study report will be left out, as the case study conducted in this master thesis does

not aim to report the findings to external entities such as a principal.

An integral part of this chain is the above in principle 2 mentioned case study database, from
which the actual evidence is taken and the relevant circumstances under which the data were
collected can be identified. The next step is to make clear citations in the analysis to specific
evidentiary sources from this database. Through this, the respective questions can be then
addressed on the basis of the evidence gathered, making the whole process more compre-
hensible. The goal is to move from one part of the case study process to the other while having

clear cross-referencing to methodological procedures and the resulting evidence available.

Figure 7: Chain of Evidence (adapted from Yin, 2014)
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Principle 4: Exercise care when using data from electronic sources

With respect to electronic sources of evidence, Yin (2014) argues that the wealth of such elec-
tronic information can be overwhelming to the researcher. Thus, it is necessary to limit the time
to spend and setting priorities for navigating and analysing e.g. websites. Furthermore, it is
necessary to cross-check the sources and information derived, as they might have an inter-
pretive slant, are incomplete or suffer from interpretive bias (e.g. Wikipedia). This also applies

to data retrieved from social media sites, such as Facebook, Twitter, and YouTube.

Consequently, these four principles will be applied in the research approach of this master
thesis to ensure a solid research design. For the data gathering process, the use and analysis
of available grey literature, videos, and publications provide the necessary insights with re-
gards to the research question. The goal of this approach is to ensure triangulation and con-
sider the elimination of the weakness of one data source through the strength of another data

source as shown in Table 4.
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Table 4: Six Sources of Evidence: Strengths and Weaknesses (Yin, 2009)

Sources of Evidence

Strengths

Weaknesses

Documentation

e Stable — can be reviewed

repeatedly

Unobtrusive — not created
as a result of the case
study

Exact — contains exact
names, references, and
details of an event

Broad coverage - long
span of times, many
events, and many settings

¢ Retrievability — can be dif-
ficult to find

¢ Biased selectivity if collec-
tion is incomplete

e Reporting bias — reflects
(unknown) bias of the au-
thor

e Access — may be deliber-
ately withheld

Archival records

[Same as those for docu-
mentation)]

Precise and usually quan-
titative

e [Same as those for docu-
mentation]

o Accessibility due to pri-
vacy reasons

Interviews

Targeted — focuses di-
rectly on case study topics
Insightful — provides per-
ceived causal inferences
and explanations

¢ Bias due to poorly articu-
lated questions

e Response bias

¢ |naccuracies due to poor
recall

o Reflexivity — interviewee
gives what interviewer
wants to hear

Direct observations

Reality — covers events in
real-time

Contextual — covers con-
text of “case”

e Time-consuming

e Selectivity — broad cover-
age difficult without a
team of observers

o Reflexivity — event may
proceed differently be-
cause it is being observed

e Cost — hours needed hy
human observers

Participant observation

[Same as above for direct
observations]

Insightful into interper-
sonal behaviour and mo-
tives

¢ [Same as above for direct
observations]

¢ Bias due to participant ob-
server's manipulation of
events

Physical artefacts

Insightful into cultural fea-
tures

Insightful into technical
operations

o Selectivity
¢ Availability

However, in this study not all of the in Table 4 presented sources of evidence can be used due

to accessibility and availability issues, which will be discussed in more detail concerning the

limitation of this master thesis in chapter 7.2.
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5.4 Propositions and Rival Explanations

The following chapter will present the propositions and rival explanations that are important
building blocks of this single case study methodology. The collection and analysis of data can
be then structured in a way to support or refute the propositions. Likewise, identifying rival
explanations will facilitate internal validity as they can be discussed later on when the data is

being analysed.

Proposition 1: The PPDP facilitates the market entry of the private sector company into Zam-
bia, as the cooperation reduces the liability of foreignness and transaction costs

through sharing of resources, information and establishing policies

Proposition 2: The PPDP was selected as modus operandi, in order to minimise risks for the
private sector, which are caused by weak institutions and the volatile business

environment

Proposition 3: The private sector company engaged in the PPDP to enter new markets while
contributing to their strategic goals and creation of unique resources

As mentioned above, the identification of rival explanations is a key strategy within case study
research before starting data collection, in order to be able to interpret the case study’s findings
in a proper way and increase the internal validity of the case study research. According to Yin
(2014), the identification of rival explanations helps with directing the evidence gathering, as
the researcher needs to keep them considered during the research which prevents one-sided
evidence gathering. He further argues that one can put more confidence in the case study
findings, the more rival explanations can be addressed and rejected by the findings. In total,
he presents nine different types of rival explanations from which three can be categorised as
‘craft rivals’ and six as ‘real-world rivals’. However, not all of them are applicable to this work,
leaving two craft rivals and three real-world rivals as considerable. They are depicted in Table
5.

Table 5: Brief Descriptions of Different Kinds of Rival Explanations (Yin, 2014)

Type of Rival Description Examples

Craft Rivals:

1. The Null Hypothesis | The observation is the result of | The findings of the case study
chance circumstances only about the ZAMITA PPDP are
based on chance of different cir-
cumstances.
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2. Threats to Validity e.g., history, maturation, instabil-
ity, testing, instrumentation, re-
gression, selection, experimental
mortality, and selection-matura-
tion interaction

The sources of evidence are old
and do not display the actual
phenomenon anymore.

Real-World Rivals:

3. Direct Rival An intervention (“suspect 2”) other
than the target (Practice or Policy)
intervention (“suspect 1”) ac-
counts for the results (“the butler
did it”)

Any other reasons expect the
ones considered are the cause
for the participation of the pri-
vate sector entity in the ZAMITA
PPDP.

4. Commingled Rival Other interventions and the target
interventions both (Practice or Pol-
icy) contributed to the results (“it
wasn’t only me”)

Other unobserved aspects also
influenced the cause of the par-
ticipation of the private sector
entity in the ZAMITA PPDP.

5. Super Rival A force larger than but including
the intervention accounts for the
results (“it's bigger than both of
us”)

The Swedish government in-
sisted in the participation of the
private sector to fulfil the devel-
opment goals.

These rival explanations will be addressed in detail in the data analysis part in chapter 7.1.

Overall, the conducted analysis design of this master thesis can be best summarised as shown

in Figure 8.

Figure 8: Analysis Design (own illustration)
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categories according to
Deductive Category
Application (Mayring 2000)
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outcome of qualitative
content analysis
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5.5 Data Collection

As discussed in the previous chapter, Yin (2009) states that six sources of evidence are com-
monly used in case study research to collect data (Table 4). However, he also states that this
list can be too extensive for certain cases. Still, according to Yin (2014) case study findings
and conclusions that are based on different sources of evidence are more convincing and
accurate. Thus, the data collection approach used in this master thesis is based on data trian-
gulation and usage of two different categories of sources of evidence, which can be best dis-
played through the following Table 6. The respective sources of evidence are also retrievable
in the case study database, in order to increase the reliability of the case study research as
discussed before. However, due to copyright issues in connection to the analysed videos, only
the respective YouTube links will be provided in the database. At this point, it is also important
to mention that this video material was coded through the MAXQDA software, thus ensuring
that the same category agenda was used for all other sources of evidence. Furthermore, as
there is no interest in analysing non-verbal interaction (such as gesture, smiling etc.) but rather
an interest in the content-wise information, non-verbal aspects within the video material were

ignored and only the spoken words were coded and analysed.

In total 1566 pages of 17 different and accessible documents in the English language were
collected and analysed. Furthermore, in total 21 minutes from five different official and publicly

accessible videos were analysed.

Table 6: Applied Data Collection Methods Overview (own illustration)

Data Collection Method Description Purpose
Literature Review Several rounds of literature The literature reviews were
reviews were carried out. conducted to:
The following databases ¢ Identification of the re-
were used:
search gap
u:search, ScienceDirect, e Become familiar with the
Web of Science, Jstor academic debate about
FDIs, market entries and
PPDPs

e Become familiar with the
case study research
methodology

Application to:
e chapter1-8
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Document and Media Analy-
Sis

Grey literature, videos, pro-
ject documents, websites,
newspaper articles, bro-
chures

The document and media
analysis were conducted to:

e Getinsights into the
case project

¢ Understand the underly-
ing principles of the pro-
ject

Application to:

e chapter7,8
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6. Case Study: ZAMITA PPDP Project

Before the gathered data is analysed by the previously mentioned approach, the following
chapter will give an overview about the ZAMITA case study project, the Republic of Zambia
where the project is taking place and the involved project partners in order to get a better
understanding of the case, its scope and the reason why it was selected as a viable case study

for this master thesis.

The selection of a suitable PPDP project for this master thesis was a vital and difficult task with
respect to different aspects like a certain generalisability of the case study findings and acces-
sibility of sources of evidence (e.g. official publications). Therefore, different criteria were iden-
tified to help with case selection. First of all, the project must be explicitly a PPDP project, as
otherwise the possibility could be given, that the project rather refers to a normal PPP, and
thus fails to fit into the scope of this master thesis. Secondly, the project has to contain a private
sector entity that accesses a foreign market through this project, in order to comply with the
thematic research scope of this master thesis. Thirdly, the project should be ongoing in order
to ensure that employees are available for contact and thus can provide valuable insights into
the private sector entity viewpoint if requested. For the pre-selection of cases, the open data
platform of United Nations Industrial Development Organization (UNIDO) (UNIDO, 2019) was
used which led to the LKDF website (LKDF, 2019a) and the final project selection.

The chosen project for this master thesis is a PPDP project incorporating several public and a
private stakeholder. The main focus of analysis lies on the perspective of the private sector’s
side, namely the Volvo Group Global, towards the PPDP and its implications for the company’s
FDIs in the Zambian market. The public side is defined through the UNIDO, Sida and the
Northern Technical College (NORTEC) as stated in the official project document (LKDF, 2014).
This PPDP is focusing on the provision of vocational training for heavy-duty machines as

shown above in the example in Figure 3 and runs under the name ZAMITA.

6.1 Zambia

The country is located in the south-eastern part of Africa, bordering the Democratic Republic
of Congo, Angola, Namibia, Botswana, Zimbabwe, Mozambique, Malawi and the United Re-
public of Tanzania (Figure 9). This means that the country is landlocked like many other African
countries, which usually has a significant impact on the development of the country’s economy
(Faye, McArthur, Sachs, & Snow, 2004).
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Throughout the past years, Zambia maintained peace and political stability due to maturing

public institutions. From 2000 until the peak of copper prices in 2011, the country attained

macroeconomic stability, pushing it above the threshold of lower-middle-income countries.

Figure 9: Map of Zambia (UNOCHA, 2020)
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However, in recent years fiscal deficit increased due to several reasons but mainly because of

declining copper prices. The GDP is estimated to be grown by 2 per cent in 2019, down from
4 per cent in 2018 (Figure 10). However, according to the WESP of the UN, the country has
tightened the monetary policy stance because of the depreciation of the domestic currency
and inflationary pressure (United Nations, 2020). The economy in Zambia is highly dependent

on mining, which is the reason why lower cooper prices and slower mining activity are resulting
in moderate growth forecasts in 2020 (AfDB, 2020). Moreover, the country is the largest copper

Figure 10: Real GDP Growth Zambia Forecast (AfDB, 2020)

H

N

2018 2019 2020

2021

38



6. Case Study: ZAMITA PPDP Project

producer in Africa, which points out its heavy reliance on this commodity and demand for mar-

ket-relevant technology and education.

Still, in the recent ‘Doing Business Report’ from the World Bank (2020), the country is listed in
rank 85 which is a significant improvement in comparison to 2014 and rank 111 (World Bank,
2014a) due to business environment improvements. As the World Bank (2014b) showed in its
‘Enterprise Survey’ (Figure 11), larger firms predominantly identified ‘informal practices’, ‘elec-
tricity’ and ‘lack of skilled workforce’ as the key obstacles in the business environment, under-
pinning Zambia’s status as a developing country.

Figure 11: Percent of Firms Identifying the Problem as the Main Obstacle in Zambia (World
Bank, 2014b)
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When talking about the business environment in Zambia, it is important to take a closer look
into the historical developments, as during the years of 1991 until 2001 a privatisation phase
let emerge a private sector with business practices that were devoid of contributions to the
social dimension. It was assumed that business activities would automatically contribute to the
betterment of the overall social situation in the country. However, foreign firms did not contrib-
ute to the development of labour standards either, while causing pollution of the environment
especially with regards to the mining sector, leaving the local population behind (Vertigans et
al., 2016).

In 2001 Levy Mwanawasa became president and implemented a new approach in the privati-
sation programme and governance issues and introduced the Global Compact in 2002. This
had the effect that FDI in Zambia increased with the biggest stakes coming from Chinese firms

that are mainly working in the mining sector. The Zambia Congress of Trade Unions demanded
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a restructuring of the mining sector which included the formulation of CSR codes by the inves-
tors in order to ensure that local communities benefit from the operations. However, politics in
Zambia is still clearly influenced by personalities as the institutions themselves are weak which
outlines the importance for further capacity building (Vertigans et al., 2016). One key partner
for Zambia in this respect has been the Swedish Government with continuously increasing
financial contributions into development aid through Sida.

6.2 Sida

The ZAMITA project is conducted in close cooperation with Sida, which is the Swedish Inter-
national Development Cooperation Agency. The mandate of Sida is the reduction of world
poverty through the allocation of resources and knowledge to the people in Africa, Asia, Eu-
rope, and South America. In order to achieve this, the Agency collaborates with different actors
from civil society, universities as well as the public and private sectors (Sida, 2019). However,
it is important to note that Sida does not implement the development interventions but allocates
financial resources and the development of knowledge and competence. The implementation

of projects is ensured through cooperation partners who manage and execute the projects.

Sida is a public agency under the jurisdiction of the Swedish Ministry for Foreign Affairs and
is, therefore, working on behalf of the Swedish parliament and government. The aim is to fulfil
the Swedish development assistance policies and goals. The total amount of development aid
that Sida governed in 2018 was USD 55.6 million financed through tax revenue, which makes
Sida the most important organisation for development aid in Sweden and in terms of total
available financial resources (Openaid.se, 2019). In the ZAMITA project, Sida is represented
by the Swedish Embassy in Zambia (LKDF, 2014).

6.3 NORTEC

The Northern Technical College (NORTEC) started as an engineering skills training institute
in 1964. The goal was to provide manpower with technical skills for the flourishing copper
mines in Zambia. During the last decades, the college implemented more training with a focus
on construction, service, IT, and entrepreneurship. NORTEC is administered by a manage-
ment board and can be seen as a quasi-government institution. It incorporates four different
academic departments which are: Mechanical, Electrical, Automotive/Heavy Equipment Re-

pair and the Applied Sciences and Business Studies. Nowadays, the goal of the college is to
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provide high quality technical and vocational training to meet the industry needs and thus con-
tribute to the overall socio-economic development of the country (NORTEC, 2020). However,
the institution fraught quality and capacity issues. Furthermore, lacks in state-of-the-art tech-
nology equipment and know-how are known issues and the college is in need of quality im-

provements while providing fitting facilities and trainers (LKDF, 2014).

6.4 UNIDO

UNIDO is a specialised agency in the United Nations system with headquarters in Vienna and
with liaison offices in Brussels, Geneva, and New York. The mandate of UNIDO is to promote
and accelerate inclusive and sustainable industrial development (ISID). As of 2019, the agency
has 170 member states and can draw on several field offices, regional hubs, and investment
and technology promotion offices (ITPOs) within most member states. The agency has four

strategic priorities on which the development work is based, which are (UNIDO, 2020):

e Creating shared prosperity
¢ Advancing economic competitiveness
e Safeguarding the environment

e Strengthening knowledge and institutions
These priorities are achieved through four enabling functions:

e Technical cooperation

e Analytical and research functions and policy advisory services

¢ Normative functions and standards and quality-related activities

e Convening and partnerships for knowledge transfer, networking, and industrial cooper-

ation

UNIDO is also providing these services for the ZAMITA project. The UN institution is respon-
sible for the overall project management and for ensuring smooth operation of the interventions
by bringing in all respective resources of Sida, NORTEC and the Volvo Group. The main goal
is to ensure the organisation of procurement actions, minor rehabilitation works, and that the

financial reporting is conducted in a sound way.
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6.5 The Volvo Group

The Volvo Group is one of the world’s leading manufacturers of trucks, buses and heavy ma-
chinery for construction and mining and was founded in 1927. The group nowadays contains
ten different business areas and offers transport solutions, power solutions for marine and
industrial applications, and services such as finance with a total of around USD 43.5 billion net
sales (Figure 12) (Wagner, 2019).

Figure 12: Breakdown of the Volvo Group's global net sales in 2018, by region (Wagner, 2019)
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The multinational firm has its headquarters in Gothenburg, Sweden. Overall, the company em-
ploys over 100,000 people and sells its products into more than 190 countries (Volvo Group,
2020a). Production facilities are located in 18 different countries, with Europe (41 per cent of
net sales) and North America (28 per cent of net sales) as key markets. Africa and Oceania
together account for 6 per cent of net sales (Volvo Group, 2020b), which shows that there is
still potential to further develop the business activity in this region considering the overall in-

creasing economic activity in these regions.

Furthermore, the Volvo Group has established a profound CSR strategy throughout the past
years. Specifically, the so-called “Shared Value” strategy (Figure 13) has important implica-
tions for the ZAMITA project. The implication is that the overlap of societal challenges such as
the lack of education in a country, the unique assets and expertise of Volvo and the business
opportunities in the markets can be combined and connected which leads to a shared value
between all stakeholder. The private firm has made this strategy a key component in the overall
business strategy. Within this strategy, the firm has identified three key areas where its busi-

ness interacts with society, which are ‘education and skills development’, ‘traffic and worksite
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safety’ and ‘environmental sustainability’ (Volvo Group, 2018). The ZAMITA project therefore

clearly fits into the education and skills development area.

Figure 13: Shared Value Strategy by the Volvo Group (Volvo Group, 2016)
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6.6 ZAMITA PPDP
The goal of the ZAMITA PPDP was to

“establish a modern training academy in partnership with the private sector, specializing

on skills development for Heavy Equipment Repair”

with a time frame of four years in the city of Ndola (LKDF, 2014, p. 3). The project is embedded
into the official Zambia Mining Skills and Training Framework (MSTF) and the industry-gov-
ernment collaboration called Zambian Mining Skills, Education and Training Institute (ZAM-
SET). The first phase of the PPDP started in 2015 and it is running under the LKDF which is a
platform that is managed by UNIDO and aims to promote and foster industrial skills develop-

ment especially among young generations.

In October 2019 the project partners announced the second phase of this project, called
ZAMITA Phase Il, which aims to continue the development aid process and fulfil the objectives
of ‘Improved Education and Skills Development’, ‘Enhance access to skills training’, and ‘En-
hance private sector participation’ that are outlined in the 7™ National Development Plan 2017-
2021 of the Zambian Government (Ministry of National Development Planning Zambia, 2017,
pp. 99-101). The time duration is indicated from 2019 until 2022.

The LKDF works with various private sector entities in form of PPDPs in order to meet labour
market needs (LKDF, 2019b). The tentative budget of the first and second phase of the
ZAMITA project from 2015 to 2019 and 2019 to 2022 is indicated in Table 7.
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Table 7: Tentative Budget ZAMITA Phase I+l (LKDF, 2017, 2019)

ZAMITA Phase |

ZAMITA Phase Il

Ministry — Host VTC

1,256,000 USD Ministry 1,060,000 USD
(NORTEC)
Volvo Group 1,705,000 USD Volvo Group 955,554 USD
Sida 1,640,421 USD Sida 1,249,357 USD

Total Budget

4,601,421 USD

Total Budget

3,264,911 USD

All'in all, one can summarise the PPDP structure and the key contributions of each partner as

depicted in Figure 14.

Figure 14: ZAMITA PPDP Structure (own illustration)
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7. Case Study Findings

The objective of this chapter is to present the results of the analysis of the data gathered within
the consideration of the theoretical background and the research questions of this master the-
sis. The case study findings are based on the analysis process that was conducted as de-

scribed in chapter 5.

7.1 Data Analysis

According to Mayring (2000), the analysis of frequencies of categories is the last step of his
method of category application, as this helps to get a clearer picture of the actual outcomes of
the research. Furthermore, the data analysis also includes the support or refutation of the
propositions stated in chapter 5.3 and the addressing of possible rival explanations in order to
interpret the outcomes in the right way while ensuring internal validity of this single case study

approach. The used Coding Agenda can be found in the Appendix in Table 10.

When taking a closer look on the outcome of the analysed data, one can notice predominantly
that evidence can be found that is linked to the Resource-based View and the Transaction
Cost Theory, as the categories connected to these two theories account for 322 out of 358
total coded text passages. Within those 322 coded text passages, 218 are allocated to the
Resource-Based View categories and 104 to the Transaction Cost Theory categories. Com-
pared to these two theories, only a little evidence could be found (36 coded passages) for
Institutional Theory-based reasons in the data, which will be discussed in more detail further
below. The following Table 8 summarises all categories with their respective frequency per
analysed data source. With these frequencies, certain conclusions regarding the propositions

and rival explanations can be made.

Table 8: Category Frequency per Data source (own illustration)

Transaction Cost Theory Institutional Theory Resource-based View
T1 T2 T3 T4 5 11 12 13 14 R1 R2 R3 R4 RS Total

Video 1 2 0 0 0 0 0 0 0 0 0 0 1 2 1 6
Video 2 0 0 0 0 0 0 0 0 0 2 0 1 2 1 6
Video 3 0 0 0 0 0 0 0 1 0 0 0 0 0 0 1
Video 4 2 0 0 1 0 0 0 1 0 4 0 0 1 1 10
Video 5 0 0 0 0 0 0 0 0 0 1 0 2 1 0 4
Document 1 |0 0 0 0 0 0 0 2 1 0 1 2 2 1 9
Document 2 |0 0 0 0 0 0 0 0 0 4 0 2 3 0 9
Document 3 |1 1 0 1 0 0 0 0 1 2 2 3 4 4 19
Document 4 |1 0 0 1 0 0 0 0 2 2 2 5 2 0 15
Document 5 |2 1 0 2 0 0 0 0 2 0 2 1 4 0 14
Document 6 |4 0 0 0 0 0 0 1 0 0 1 2 2 0 10
Document 7 |0 0 0 0 0 0 0 0 0 0 0 0 0 3 3
Document 8 |0 0 0 0 0 0 0 0 0 2 0 1 0 1 4
Document 9 |0 0 0 0 0 0 0 0 0 3 1 0 1 2 7
Document 10|10 0 0 0 0 0 0 0 0 1 1 1 2 0 B
Document 11]1 0 0 0 0 0 0 0 0 0 1 1 1 0 4
Document 120 0 o 0 0 o 0 0 0 2 5 4 5 2 18
Document 13 |1 1 1 5 0 0 0 0 3 2 8 5 3 2 31
Document 14]1 0 0 1 0 0 0 0 0 1 1 0 1 0 B
Document 15 |4 2 0 15 2 3 1 4 0 3 12 4 5 3 58
Document 16 |9 5 6 12 1 4 0 5 2 6 14 7 6 6 83
Document 17 |11 0 4 2 1 1 0 2 0 0 5 4 6 1 37
Total 39 10 11 40 4 8 1 16 11 35 56 46 53 28 358
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7.1.1 Addressing Propositions

Therefore, the findings will be evaluated vis-a-vis the propositions in order to confirm or refute
them, which gives valuable implications towards the research questions.

Proposition 1:

With reference to the proposition 1 and the underlying Transaction Cost Theory, the gathered
evidence shows two main aspects with regards to the rationale behind the participation in a

PPDP from the Volvo Group’s point of view.

First, with a total of 40 coded passages, the exchange of information (Category T4) is a key
aspect which indicates that this helps to significantly reduce transaction costs since the PPDP
enables all cooperation partners to share their lessons learned (also from other projects in the
LKDF) and their specific expertise through e.g. technical assistance and lessons learned (see
Video 4, Document 3,4,5,13-17). Furthermore, regular meetings of the project stakeholder fos-
ter information exchange and make sure that the project achieves the desired outcomes which
helps Volvo to further strengthen its position within the market and ensures that the total
amount of 2,660,554 USD invested into the two project phases are providing benefits towards

its business goals.

Secondly, in connection to that, the sharing of resources (Category T1, 39 coded passages)
such as equipment, facilities or know-how (Figure 14) between the project partners helps to
reduce transaction costs for the private sector as Volvo does not have to acquire them through
costly market mechanisms. It is important to note, that these resources are mostly tangible.
The provision of facilities, staff and financial resources through all PPDP partners significantly
reduces the burden and risks that Volvo would face if the company would pursue this project
alone (see Document 16) and can be directly linked to the low frequency of the liability of

foreignness (Category T5) which indicates that Volvo does not see this as a strong impact.

Furthermore, the fact that PPDPs are usually governed by agreements (Category T3) such as
for example a memorandum of understanding (MoU) between cooperation partners underpins
their commitment and creates better security in terms of management and project execution,
thus leading to reduced risks and costs while leaving room for greater flexibility in comparison
to actual contracts (see Document 13,16,17). Being flexible in highly volatile and risky markets
is a crucial benefit for the private sector. As category T2 shows, trust also plays a role within
this form of partnership which is specifically important for the private sector in order to protect
its competitive advantage while cooperating with public actors, networks, and funding partners
as discussed in chapter 3. At the same time, the data showed evidence, that this trust also

opens potential towards further cooperation e.g. in other host countries with similar situations
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such as within the LKDF framework (LKDF, 2015), and the fact that a second phase of the
project was implemented underpins its successfulness from the perspective of all partners (see

Document 3,5,13,15,16). Thus, it can be concluded that the evidence supports proposition 1.

Proposition 2:

The institutional theory gives implications for the effect that institutions have on the market
entry of private sector firms. When taking this into account with regards to the evidence gath-
ered through the qualitative content analysis, it becomes clear that one key advantage of a
PPDP is that institutions from the host country but also from abroad are actively involved into
the project (Category I13) and the host market, which helps to reduce the perceived risks from
the institutional side (see Document 1, 15, 16, 17). Furthermore, as described in Pattberg
(2012), such partnerships are often having the task to compensate weak institutions or institu-
tional deficits within different governance levels inside of the host countries which shows how
such partnerships can be beneficial not only for the private but also for the public stakeholders.
The collected evidence supports this argumentation, as direct reference could be found for that
in Document 1, 3, 4, 5, 13 and 16. This is strongly connected to the lack of education (Category
14) which shows that institutions lack capabilities, capacities and equipment to offer market-
relevant education programmes. This gives an indication for a weak institutional status which
is typically perceived in developing markets and implies increased risks for private sector firms
as the business environment is unsecure. From this point of view, cooperating with the public
sector in form of a PPDP provides enormous benefits as they are involved into the project and
can share their plans and goals as stated in Video 1 and Video 4. Yet, the previously mentioned
risk that new governments can possibly change the commitments of the current government

still remains.

Category |1 has the third-lowest frequency of coded passages but still shows that some poli-
cies and rules are in place within the host country which can also help to explain why Volvo
identified this country as an important market (see Document 16) besides of the industry that
is located there since the institutions are able to provide some security to a certain extent. At
the same time, only one coded passage within the sources of evidence gave an indication of
the existence of informal rules (Category 12) which can be possibly explained from two different
angles. The first most intuitive reason can be that the sources of evidence used are not explic-
itly focusing on this issue and thus no indication about this issue could be found. Nevertheless,
since this aspect is not explicitly mentioned, one can assume that this is not a major issue with
respect to the scope of the project and from the perspective of the involved project partners
and particularly for the Volvo Group. However, as indicated in Figure 11, this issue seems to

be a severe problem in the Zambian market.
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At the same time, when reviewing the performance of Zambia with regards to corruption, it
becomes clear that informal rules must be in place as corruption can be strongly connected to
this. Zambia has scored 34 points in the Corruption Perceptions Index 2019 which is below the
average of 39 in all African countries and shows that informal rules must be present in the
market (Transparency International, 2020). Therefore, it can be assumed that the form of co-
operation in a PPDP can prevent issues connected to this, as development aid projects have
guidelines and frameworks that strongly try to prevent and prohibit such issues thus, minimis-
ing the risks faced by all parties. Because of this, the Volvo Group can ensure that aspects like
this have only very limited influence on their business processes in the Zambian market by
using the help of development agencies and public authorities. Taking this all together, it can

be concluded that proposition 2 can be supported through the gathered evidence.

Proposition 3:

If one takes a closer look onto the total amount of categories R1 to R5 that could be assigned
to text passages, it becomes clear that R2, R4, R3, R1 are the most frequent ones. They refer
to Cooperation Experience, Local Market Knowledge, Skilled Workforce, Long-term Goal, re-
spectively. This implies that according to the evidence gathered, the Volvo Group has high
interest in further developing its unique resources through aspects such as organisational
learning by cooperating with public actors, gathering better local market knowledge in the tar-
get country, contributing to the education of future workforce for its own business purpose, and
pursuing its CSR goals (Category R5) which ultimately help to shape and define a certain
image of the company vis-a-vis society and customers (see Document 8). With regards to the
creation of skilled workforce, the evidence is also in line to Robertson et al. (2012) who postu-
late that the majority of development partnerships in the area of education are taking place in
the field of technology. According to them, the private sector firms have high interest and also
the expertise to support the training and development of a technology-savvy generation, which
makes them employable and productive upon competition of vocational trainings. Thus, to help
to develop a pool of competent, well trained and employable people who are available to take
up jobs in local markets where the firm is active, is of high interest to develop competitive

advantages (see Video 5, Document 17).

Furthermore, in accordance with Draxler (2008), it becomes clear that the private sector as an
investor into a partnership that is not explicitly structured to generated profits, is rather focusing
on long-term added value in areas like risk management, market development potential and
image promotion (local and global customers), as well as the strengthening of relations with
potential customers and the improvement of workforce quality and/or community relations (see

Video 1, 2, 4). As Draxler (2008) further points out, ethical and moral commitment is a crucial

48



7. Case Study Findings

underlying element, as partnerships that have been pursued by the private sector with purely
financial gain intention tend to fail and cause general bad functioning of the partnership. This
has important consequences for the rationale behind a PPDP approach, as ethical and moral
aspects are guided through implemented frameworks from both, the private and the public

(see Document 16).

Another important aspect when analysing the correlations between different categories (Table
9) is the fact that the Category R2 can be linked-to Category T4, as the value-added through
cooperation experience within a private sector firm, is mostly based on the exchange of infor-
mation and lessons learned between the partners (see Document 16). This also makes clear,
that shared information not only reduces costs but also helps to develop and obtain resources
which further facilitates the development of competitive advantages and resources that are

valuable, rare, inimitable, and difficult to substitute.

Table 9: Category Correlation (own illustration)

Category system |T1 T2 LE] T4 5 11 12 13 14 R1 R2 R3 R4 R5 Total

1 1 1 6 1] 1] o 2 1] 1 5 2 2 2 22

T2 1 1 3 o o o o o 1 3 o 1 1 11

3 1 1 1 o o 0 o o 1 1 1 o o 6

T4 6 3 1 1 1 0 1 o o 7 2 1 o 23

5 o 0 0 1 o 0 o o o 1 0 1 o 3

R1 1 1 1 o o o 0 1 o 3 8 9 5 29

R3 2 0 1 2 o o 0 o o 8 5 9 2 29

R4 2 1 0 1 1 o 0 o 1 9 4 9 2 30

R5 2 1 0 o o o o 1 o 5 2 2 2 15

Total 22 11 6 23 3 3 1 7 2 29 33 29 30 15 214

Moreover, in this regard one very key aspect that becomes apparent when taking a closer look
onto the data, is the fact that the Volvo Group pursues long-term business goals in the Zambian
market which are closely linked to the availability of skilled workforce (correlation between
Category R1 and R4). It is important to understand that this, as far as the data shows, is an
important motivation for the Volvo Group to engage in this project, as this facilitates their foot-
hold in the Zambian market (see Video 2, 4, 5, Document 15, 16). In order to sell their products,
skilled personnel need to be available in the market that can ensure high-quality maintenance
and repair for the customers of Volvo. However, at the same time through this long-term goal,
Volvo can also help to reduce youth unemployment and thus contribute to their CSR goals. As

shown in chapter 6.5, Volvo describes in their Sustainability Reports (Document 7-11) and by
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the CSR Director in Video (Video 2), that the creation of ‘shared value’ is a key aspect with
regards to this. This can be linked to Robertson et al. (2012) who argue, that the participation
of the private sector in education development activities that are not profit-driven, is generally
a part of their corporate strategy, and often a key part of their CSR strategy which also includes
that employees can feel part of a firm that ‘does good’ for societies which can positively influ-
ence the motivation of the workforce. With reference to the previously in chapter 4.3 mentioned
implications of McWilliams and Siegel (2010), it can be said that the evidence of this research
shows similar results in case of the CSR strategy of the firm that helps to establish differentia-

tion towards the competition.

All these aspects can be seen as building up unique resources (mostly intangible ones) through
the PPDP and thus creating competitive advantage while facilitating the access to the domestic
market by providing it with a skilled workforce that can handle the heavy-duty vehicles sold by
the Volvo Group. Therefore, it can be concluded that the evidence gathered supports proposi-

tion 3.

7.1.2. Addressing Rival Explanations

In the following chapter, the in Table 5 described rival explanations will be addressed, in order
to rule out alternative explanations for the findings and to increase the internal validity of the

case study.

1. The Null Hypothesis:

Due to the strong findings that could be identified, the first rival explanation can be ruled out
with high probability, as the ZAMITA project is guided by clear development and business

goals and was build up through the cooperative effort from several project participants.

2. Threats to Validity:

The second rival explanation can be ruled out as well since the case study aims to contribute
to the understanding of the underlying rationale of the Volvo Group for their participation in the
ZAMITA PPDP project. Threats to validity are mitigated through the analysis of different
sources of evidence that display a broad array of different viewpoints. There is no ambition to
compare the phenomenon between different points in time but rather from the strategical per-

spective when it occurred.
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3. Direct Rival explanation:

Rival explanation three is concerned with the possibility that any other reasons are the cause
of the phenomenon instead of the ones investigated. The possibility that this direct rival is
actually affecting the researched project can be seen as marginal, since the category system
was rationalised through the deductive Category Application System by Mayring (2000) (Figure
6), which includes several rounds of finetuning of categories, in order to identify all possible
drivers. If there is another driver of this phenomenon, all sources of evidence disregarded it

completely, which can be seen as highly unlikely.

4. Commingled Rival explanation:

The possibility that unobserved aspects also influenced the Volvo Group’s decision to engage
in the ZAMITA PPDP cannot be fully ruled out, as this decision included various other stake-
holders and decision-making processes on the personal level in the past, making it difficult to
examine the process in its complete and true procedure, which would be the only option to rule

out other “hidden” influencing factors.

5. Super Rival explanation:

The super rival explanation considers the influence of a “larger” force that influences the phe-
nomenon in a significant way. With respect to the case study in this master thesis, such larger
force could be for example the Swedish government that insisted in the participation of a Swe-
dish MNE in the project, in order to fulfil the development goals, meaning that the Volvo Group
was forced to participate in this project. As shown in the analysis, this point plays to a certain
extent a role as the Swedish Government and Sida try to include private sector firms into their
interventions (see Document 14), even though it is clear that this is hardly the reason for the
project execution overall. The project aims for multiple benefits at the same time, combining
interests and goals from various stakeholders. However, the Volvo Group has a strong interest
in the Zambian market and thus it can be assumed that the participation is rather based on

self-interest and voluntariness (see Video 2, 4, 5).

7.2 Limitations

There are several aspects that need to be mentioned with regards to the limitation of this work
that also point a way for further research. First of all, it is important to mention that the findings
of case studies tend to be more complex in nature which makes it challenging to translate them
into easily accessible and realistic pictures. As stated by Yin (2009) it is crucial to understand

in reviewing any document, that it was written with a specific goal and for a specific audience
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other than the researcher. Therefore, he mentions that it is important to constantly try to identify
such objectives which minimises misleading conclusions and fosters critical interpretation of
the sources of evidence. With respect to this, Jewitt (2012) noted that it is necessary for ana-
lysing videos, to understand the background of a video, the context of its production, and the
original purpose and audience, as these aspects are embedded in the video. Crucial aspects
might be missing in the video, as they would not serve its purpose. This is important to take
into consideration with regards to the findings since the published videos are one key source
of evidence. At this point and as previously mentioned, one should also take into account that
not all of the six by Yin (2009) presented sources of evidence were used in this study, as they
were not readily available, retrievable or viable. Thus, this can be identified as a connection
point for future research, as a broader set of sources of evidence is likely to generate a clearer

picture of the topic.

Secondly, the design of a single-case study limits the ability to generalise the outcomes of this
work towards a broader scope. Even though, as suggested by Yin (2014) the use of theory
helps to mitigate this problem which was followed in this work, but still leaves a non-neglectable
issue towards external validity. Since this work has its main focus on one private sector firm,
the outcomes are hardly transferable to other cases. This goes hand in hand with a need to
consider other industries apart from the heavy-duty vehicle industry in order to complete the
picture in a more holistic way and find more general indications with respect to the rationale of

private sector engagements in PPDPs.

Thirdly, it is crucial to take into account that the focus of this work lays on the Zambian market,
which has comparable but also unique and different characteristics to other developing coun-
tries and thus can only provide first insights into the broader topic of PPDPs and market entries
into developing markets. The fact that vocational training PPDPs under the LKDF are also
used in a similar way in different markets mitigates this problem to a certain extent and shows
that common issues and rationales between markets and private sector firms are given. At the
same time, this also elucidates that the private sector in PPDPs with different focus opposed

to vocational training might pursue different goals.

Lastly, as mentioned previously, there is only a small available scientific literature basis that is
focusing on PPDPs and their connection to market entries of private sector firms. Thus, there
is the need to further research specific cases and the findings of this work should be critically
re-evaluated in the future vis-a-vis other studies with the same focus, in order to be able to

assess the outcomes in a more general way.
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8. Discussion and Conclusion

As the analysis of the case study findings in the previous chapter indicates, certain conclusions
can be extracted with regard to the research questions, which will be now discussed in more

detail.

The evidence showed that the Volvo Group as the private sector company engaged in the
ZAMITA PPDP, as this form of cooperation brings various different benefits. Three main cate-
gories could be identified, in which the company experiences significant issues with respect to
the market entry in a volatile and less developed market such as the Zambian market. First,
there are various aspects that need to be considered with regarding transaction costs and
entering developing markets. Secondly, the institutions are commonly less well developed and
lacking clear guidelines, laws, and presence. Thirdly, resources play a significant role, as com-
panies need to decide how they use, access, and develop their resources in order to create

and sustain competitive advantage through the process of a market entry.

The fact that the ZAMITA PPDP is a project within the LKDF and a successful replication of
other PPDPs schemes on vocational training from other countries, is important to consider.
With a connection to this and as Robertson et al. (2012) argued, the PPDPs with focus on
education in the technology field are particularly appealing to the private sector firms, the public
sector and the development actors. The private sector firms rarely make large financial invest-
ments in education partnerships, as they rather contribute with products, expertise, and in-kind
services, which also ensures that they are more flexible as less non-retrievable assets are
being invested. Furthermore, as mentioned by Schaeffer and Loveridge (2002) that partici-
pants in such a cooperation form let all stakeholders gain experience in working together in a
successful way throughout the project time, as they build up mutual trust and start to work
closer together. This could be confirmed by the evidence gathered and could be identified as
a major reason for the Volvo Group’s to start such cooperation in Zambia, as long-term, or-

ganisational learning, and strong CSR related goals could be pursued through this.

One can conclude that private firms such as the Volvo Group use PPDPs to enter markets in
developing countries, due to various different reasons. Predominantly, the development of a
skilled workforce, the establishment of local community relations, the contribution towards the
CSR goals, and the creation of new global partnerships are promising benefits to contribute to
the future goals of the firm in the respective markets where they anticipate the bulk of their
future growth. Furthermore, the possibility of empowering and engaging employees for positive
commitment in external communities adds real value to the communities which is also in the
interest of the public and development partners. Moreover, this also contributes positively to

the brand recognition and firm image of the private sector, which is often desired as a strategic
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goal. Another expectation of the private sector in connection to the PPDP is that when helping
local people to climb the economic ladder through better education and facilitation of finding
jobs in other firms (e.g. mining industry), these individuals are well trained to use the firm’s
products (e.g. Volvo’s heavy-duty machines) and services which further stimulates demand for
these products in the respective market. Therefore, a strong connection can be drawn to Figure
3 and the findings of Robertson et al. (2012) mentioned above.

Moreover, when considering the findings while taking Figure 14 into account and putting this
into the perspective of Figure 2 it becomes clear that all partners in the ZAMIT PPDP have
their specific tasks which are governed by UNIDO and could identify great compatibility be-
tween their respective goals. The approach of a PPDP as a form of cooperative effort helps
the Volvo Group to access the Zambian market in a more efficient way which would be difficult
through other market entry forms. The project partners help to reduce the liability of foreign-
ness and reducing transaction costs by sharing resources and market-relevant knowledge but
also contribute and strengthen the CSR goals of the company. This would be significantly more
difficult through other market entry forms such as JV’s or greenfield investments, as higher
resource commitment would be necessary. Since PPDP’s have usually clear development
goals, they are inherently connected to establishing new policies to mitigate the problem of
informal rules or the presence of weak institutions and volatile business environments in the
respective markets. Therefore, it can be concluded that PPDPs are an appropriate form of
market entry if the goals of the private sector are driven by rather long-term goals and strategic
goals (e.g. CSR). However, even though most market entry forms are well researched, there
is huge potential for future research to further examine the rationale of the private sector to
engage in such form of PPDP cooperation in other projects. This would contribute to finding
more evidence regarding this topic and to better understand the underlying motivation in a

more general and broader way.

All'in all, it can be summarised with having the limitations of this master thesis in mind, that the
PPDP as a form of market entry into developing markets such as the Zambian, can be bene-
ficial with regards to the circumstances and goals of the company. The outcome indicates that
especially market-seeking, strategic asset-seeking and efficiency-seeking firms can use this
form to reach their respective goals due to the characteristics of such form of cooperation. As
long as there is any compatibility between the public and private goals, FDI’s in form of a PPDP
can be a powerful tool to reach multiple benefits for all. Developing countries are facing many
challenges in which better education of locals can be seen as a key to overcome most of the
gaps faced. Thus, more research of PPDPs in the future can be seen as highly valuable, in
order to contribute to the betterment of living conditions while increasing the effectiveness of

ODA, since many developing countries are still highly dependent on foreign aid and FDI.
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Zusammenfassung

Die Globalisierung und steigende Marktséttigung in vielen entwickelten Landern tbt immer
mehr Druck auf private Firmen aus, in internationale Markte mit gréRerem Wachstumspoten-
zial zu expandieren. Folglich kanalisieren diese Direktinvestitionen in solche Absatzgebiete,
die immer o6fter, aufgrund der hohen Wachstumspotenziale, in Entwicklungslandern zu finden
sind. Gleichzeitig haben jedoch viele dieser Lander mit Liicken in verschiedenen Sektoren, wie
z. B. der Technologie oder der Bildung zu kdmpfen und haben einen Bedarf an marktrelevan-
tem Know-how. Daher versucht das Kooperationsformat sogenannter Public-Private Develop-
ment Partnerships (PPDP), diese Bedurfnisse des privaten wie auch des offentlichen Sektors
zusammen zu bringen und explizit die Lebensbedingungen der Menschen in den Entwick-
lungslandern zu verbessern. Jedoch bleibt es bis dato unklar, inwieweit diese Art der Koope-
ration den Markteintritt privater Firmen beeinflusst und was die Vor- und Nachteile solch einer
Kooperation sind. Diese Masterarbeit soll daher einen Beitrag zu einem besseren Verstandnis
dieser Art der Zusammenarbeit leisten und die zugrunde liegende Motivation des privaten Sek-
tors bzgl. solch einer Partnerschaft analysieren. Mithilfe einer Einzelfallstudie ber ein PPDP
Projekt in Sambia und unter Einbeziehung von Transaktionskosten-, Institutions- und der Res-
sourcentheorie konnten verschiedene Treiber identifiziert werden. Insbesondere das Teilen
von Ressourcen und Informationen, sowie die geteilten Risiken zwischen den Projektteilneh-
mern bieten attraktive Mdglichkeiten, neue Markte effektiv und risikoarm zu erschlie3en. Dar-
Uber hinaus eignen sich den Erkenntnissen zufolge, solche Projekte gut, um eine internatio-

nale CSR Strategie umzusetzen.
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Abstract

Globalisation and increased market saturation in most developed countries put private sector
firms under pressure to expand into international markets with higher growth potential. Thus,
some private firms channel foreign direct investments into such markets which are increasingly
located in developing countries. At the same time, these countries often face lacks in various
different sectors such as technology, education, or access to international markets and are in
the need of market-relevant knowledge. Therefore, the format of so-called Public-Private De-
velopment Partnerships (PPDP) tries to combine the need of the private and the public sector
while explicitly improving the livelihood of people in developing countries. However, it remains
unclear in how far such a cooperation form, influences the private sector market entry decision
and what exactly are the advantages and disadvantages. This master thesis aims to contribute
to a better understanding of the underlying rationale of the private sector to engage in such a
form of partnership through a single-case study approach, focusing on a PPDP project in Zam-
bia. With consideration of Transaction Cost Theory, Institutional Theory, and the Resource-
based View, various drivers of such cooperation could be identified. Notably, aspects such as
sharing of resources and information, as well as risk-sharing between project partners are
beneficial opportunities in order to expand effectively into new markets. Moreover, according
to the evidence gathered, such projects are a viable option to implement an international CSR

strategy.
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Coding Agenda
Table 10: Coding Agenda (own illustration)
Theory Categories Definition Example Coding Rule
Institutional The- | I11: Policies/ Formal policies Acknowledging this, | Statements will be
ory Formal and rules that are | mining industry coded that give ref-
(Proposition 3) Rules put in place stakeholders have erence towards the
through institu- signed a memoran- | presence of formal
tions dum of understand- | policies or rules in
ing around the “Min- | the Zambian market
ing Skills and Train- | concerning the pro-
ing Framework ject.
(MSTF)”. The aim of
the memorandum is
to consolidate and
improve skills devel-
opment by creating
an organisation
named “Zambian
Mining Skills, Educa-
tion and Training In-
stitute (ZAMSET)”,
which would plan,
commission, and
monitor contracted
mining education ini-
tiatives.
(Document 16)
Institutional The- 12: Informal Informal rules “Create a lobbying Statements will be
ory Rules that impact the function (formally or | coded that give ref-
(Proposition 3) market informally), such as erence towards in-
a lobby group for formal rules within
skills training” the Zambian market.
(Document 15)
Institutional The- | 13: Involve- The presence of | “The support ex- Statements will be
ory ment of in- institutions tended by the Minis- | coded that give ref-
(Proposition 3) stitutions try of Higher Educa- | erences towards the
tion and the Ministry | presences of institu-
of Commerce Trade | tions in the Zambian
and Industry was market (e.g. ministry
crucial in the suc- for education, Sida,
cess of the UNIDO) through
ZAMITA.” providing information
(Document 6) and support.
Institutional The- | 14: Lack of The absence or “In many instances, | Statements will be
ory education weak perfor- mine companies coded that give ref-

(Proposition 3)

mance of institu-
tions in terms of
providing educa-
tion

have complained
that despite having
locals with appropri-
ate qualifications,
many still lacked the
required knowledge
especially in modern
mining technologies

erence towards the
absence or perfor-
mance gaps in
providing education
from institutions in
the Zambian market.
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that the firms have
adopted.”

(Document 5)

Theory Categories Definition Example Coding Rule
Resource-based R1: Long- Long-term goals | “Why we chose to Statements will be
View term Goal of the private join this programme | coded that give ref-
(Proposition 2) sector ent!ty that |is reallx that we see | erence towards the
help to build the business need long-term goals of
unique resources | for trained well- the private sector
throughout time skilled technicians company that helps
and drivers in the fu- | to develop unique
ture for our business | resources and com-
expansion in certain | petitive advantage in
countries like the the host market.
countries in Africa.”
(Video 2)
Resource-based R2: Cooper- | Experience in co- | “Over a period of Statements will be
View ation Experi- | operation with five years, the Volvo | coded that can be
(Proposition 2) ence other s_takeho_ld— Group is plannin_g to related_ towards_co—
ers which facili- set up ten vocational | operation experience
tates organisa- training programmes | of the private sector
tional learning in Africa. The Volvo | company which
Group is partnering helps to create com-
with development or- | petitive advantage
ganisations and within the host coun-
schools in different try.
countries”
(Document 3)
Resource-based R3: Skilled Apprenticeships “To increase job op- | Statement will be
View Workforce and development | portunities and im- coded that give ref-
(Proposition 2) of skilled work- prove the gene_ral erence towards the
force level of education for | development of a
service technicians, | skilled workforce.
the Volvo Group is
initiating an appren-
ticeship training pro-
gram in Zambia to-
gether with the Swe-
dish International
Development Coop-
eration Agency
(Sida) and the
United Nations In-
dustrial Develop-
ment Organization
(UNIDO).”
(Document 12)
Resource-based R4: Local Knowledge about | “By concentrating on | Statements will be
View Market the local market vocational training, coded that give ref-
Knowledge (demands, prob- | the Volvo Group can | erence towards the

(Proposition 2)

lems etc.)

stimulate economic
growth and help re-
duce unemployment,
while remedying the

local market
knowledge of the pri-
vate sector com-

pany.
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scarcity of trained
mechanics and tech-
nicians.”

(Document 11)

Resource-based R5: CSR Contribution to- “In parallel, Volvo, a | Statements will be
View wards the CSR global company coded that give ref-
(Proposition 2) strategy manufacturer of erence tqwards the

heavy duty construc- | contributions of pur-

tion equipment and suing the CSR strat-

transport trucks, has | egy of the private

recognized skills de- | sector company.

velopment as a key

area of interest for

their business both

in terms of filling

skills needs for their

own purposes and

from the perspective

of contributing to

strengthening Afri-

can economies.”

(Document 16)
Theory Categories Definition Example Coding Rule
Transaction Cost | T1l: Re- Resources “As part of the pro- Statements will be
Theory sources shared by project | ject, the institution coded that give ref-
(Proposition 1, 4) shared partners will be provided with erence towards .the

' modern equipment sharing of non-finan-

and its trainers will cial resources be-

undergo skills up- tween project part-

grading in technical ners.

and teaching profi-

ciency. In addition,

local trainers will re-

ceive support from a

Volvo Group master

trainer.”

(Document 16)
Transaction Cost | T2: Trust Level of trust be- | “When a company Statements will be

Theory
(Proposition 1, 4)

tween project
partners

involves itself and
commits to a devel-
opment project for
several years, as the
Volvo Group is doing
here, it's completely
different from the in-
vestments compa-
nies normally make
within the framework
of their social sus-
tainability pro-
grammes,” he says.”

(Document 3)

coded that can be
related to the level of
trust between project
partners.
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Transaction Cost | T3: Agree- Agreements be- “Based Statements will be
Theory ment tween project on the agreed fund- | coded that give ref-
. partners ing limits, necessary | erence to estab-
(Proposition 1, 4) items will be sup- lished agreements
plied by Volvo. Upon | between project
the agreement of partners.
the stakeholders,
UNIDO will supply
the items that are
not part of Volvo
contribution, de-
pending
on budget availabil-
ity.”
(Document 17)
Transaction Cost | T4: Infor- Information shar- | “It also helps all the Statements will be
Theory mation Ex- ing between pro- | partners to try new coded that give ref-
(Proposition 1, 4) change ject partners things and learn erence to the shar-
' from this and then ing of information
apply the learning in | between project
other parts of the partners.
world, with shared
risk.”
(Document 15)
Transaction Cost | T5: Liability The firm-specific | “It would not be fea- | Statements will be
Theory of Foreign- costs that are sible through a pri- coded that can be
ness faced by the pri- | vate-sector-only ap- | related to firm-spe-

(Proposition 1, 4)

vate sector com-
pany which
would not occur
for local firms

proach. Without a
public sector part-
ner, the private sec-
tor partner would not
be able to implement
the proposed train-
ing programme on
this scale as (i) the
operation of train-
ings on this scale
would not benefit the
company and (ii)
there would be
doubts about undue
competition and in-
volvement in an area
that is essentially
governed by the
public sector.”

(Document 17)

cific costs caused by
its liability of foreign-
ness.
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