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ABSTRACT 

 

 

 

 

There is a lack of transparency in the global business world. The larger the sectors of business 

the more shallow they get. The extractive industries have operated in as they have seen fit, 

and due to a major lack of transparency requirements from global actors it has severe 

consequences for millions of people. The globalization has created problems regarding 

governance, especially international governance. As there are many areas that have not 

received the proper attention one finds “loopholes” when it comes to the likes of multinational 

corporations operating all over the world.  

 In an attempt to fill these unattended areas of international governance and global 

regulation there have been offered some attention to “soft-laws” such as norms, business 

principles and standards. Through the thesis I’ll introduce a few transparency standards and 

discuss their legitimacy and potent.  More specifically the standards are within the global oil 

sector where the largest multinational corporations in the world operate.  

 By exploring the interaction between standards and a couple of case studies the thesis 

analyzes the global oil sector regarding transparency and multinational corporations. 
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INTRODUCTION 
 

 

 

MOTIVATION 
 

 

How come the countries that possess the largest quantities of natural resources, resources that 

the world desperately needs, happen to be among the poorest and most unstable countries in 

the world?  The word is largely driven by a globalized capitalistic financial system which 

dictates that everyone operates from a self-interested point of view, where scarce goods and 

resources are more expensive than abundant goods and resources. Yet, the undeniable truth is 

that we live in an unfair world where the Western world and large multinational corporations 

circumvent the very same system they operate in. In the course of the last fifty years there 

have been no laws in place forcing MNCs to unveil to the public what they give back to 

countries they extract oil from. Without any international transparency laws that are upheld, 

MNCs have operated in their self-interest within the bounds of the law while extracting 

resources and leaving the bare minimum left in forms of low taxes etc. With parameters as 

such there are no wonder opportunistic multinational corporations operate in the manner they 

do.   

Large resource-rich developing countries with a great potential for economic growth stagnate 

in the attempt of utilizing its resources. There is a vast literature dedicated to this 

phenomenon, called the resource curse.   
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RESEARCH AREA 
 

The thesis touches especially upon three main research areas, namely global regulation, 

transparency and standards. 

 

DELIMITATION 
 

 

My thesis’ main topic is transparency. I have delimitated this vast area of research into 

international standards that promote transparency within the global oil industry. The oil 

industry, along with the other extractive industries, has received a lot of attention from 

developmental organizations in regard to corruption and illegal financial flows in developing 

countries. Transparency is one of the most important initiatives in the fight against corruption 

especially in resource rich developing countries, where in many cases the local populations 

don’t know how income from the natural resources in these countries are spent.    

International transparency standards are created to fill a gap in international law and 

the argument can be made that they act as soft laws that regulate practice of international 

business.  It’s of importance, from an international business perspective; to do research that 

entails a broader understanding of these standards in order to increase support and investment 

from multi-national corporations (MNCs).      

I have chosen to focus on two or three transparency standards out of the many 

standards in play in this industry. I’m looking into comparing two transparency standards, the 

EITI standard, a global multi-stakeholder initiative standard ensuring transparency of 

payments from natural resources and the Extractive Industries Disclosure Provision in the 

Dodd-Frank Wall Street Reform and Consumer Protection Act which ensures that all US oil, 

gas and mining companies are required to disclose payments and the EU is working on a 

proposition of a similar nature. More recently though, the Publish What You Pay (PWYP) 

coalition, which consists of several international civil society bodies, has criticized the Dodd-

Frank Disclosure provision along with the similar EU proposition and have launched an 

extended country by country reporting standard as a policy proposal to the EU which will be 

discussed in the thesis.       
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 International policy makers of this nature are often international networks or 

collaborations with several stakeholders involved such as the PWYP coalition, the Extractive 

Industries Transparency Initiative (EITI), Transparency International, Global Witness and 

Revenue Watch.   

 

 

 

RESEARCH QUESTION 
 

Today, transparency standards originating from different organizations are promoted within 

the oil industry.  Despite this diversity in transparency standards, one could say that the oil 

industry is undergoing a process of standardization.   

 

 

 

 

METHODOLOGY 

 

I intend, at least for a part, to angle my analysis around a case study of an oil 

company. There are many oil companies that could be used but I will choose to introduce one 

of the largest oil companies worldwide, which represent one of the largest multinational 

corporations (MNC) in the world and how it interacts with general practice of international 

business, in the case of choosing to follow international transparency standards where it 

operates, especially in developing countries. 
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I’ll start this chapter with an explanatory part concerning philosophies of sciences and inform 

the reader how to interpret my arguments. I will determine whether this humanistic study is a 

realistic or idealistic one at that. Further, I’ll establish if the thesis is rational or empirical in 

this context.  

 I’ll explain concepts such as Hypothesis and theory in more detail.  There exist 

several methods used in studies of this character.  

These methods are called the deductive approach, ethno methodology, grounded theory and 

phenomenology. These latter three approaches focus on empiric data rather than hypotheses.  

 

I’ll make a coherent literature review which will be the theoretic platform from which 

I’ll derive my analysis. I’ll create an analytical framework that is connected to the literature 

review and do an interpretive analysis.  

 

Exploratory interviews have been undertaken in order to gain more insight into the chosen 

topic. 

 

 

 

THEORY 
 

LITERATURE REVIEW 
 

 
The globalization process has created obstacles to countries when it comes to regulation. A 

main concern is the limited capacity of established systems of governance, especially 

regarding control and observation of multinational corporations. (Garsten & Jacobsson, 2011) 
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Additional contributions to the subject of global regulation come from a group of scholars 

called the Stockholm school. The underlying reasoning here is that global governance is 

characterized by a shift to soft regulation and that global regulators create world order by 

setting voluntary rules such as standards. (Hülsse & Kerwer, Sep 3, 2007) 

  

This next case study shows a situation of global business and how it is regulated in this 

example. 

 

 

 

Telenor Group (Telenor) is a telecommunications firm based in Oslo, Norway. It is ranked as 

the sixth largest mobile phone operator in the world, with more than 203 million subscribers 

in 13 countries.  The company is a state-owned enterprise, with the Norwegian Government 

holding 53.97 % of its shares (telenorgroup.com). 

In 2009, Telenor chose to enter the Indian market through a joint venture with Unitech 

Wireless, costing the company 8.7 billion NOK in a capital injection that secured them 67.25 

% of the shares in the venture, that came to be known as Uninor. Until then, Unitech Wireless 

had been a subsidiary of the Unitech group, one of India’s largest real estate companies, and 

now a minority stakeholder in the joint venture. In addition to this, Telenor has been granted 

permission by the The Foreign Investment Promotion Board of India to further increase their 

share in their company to a maximum of 74 % at a later time, should they wish to do so 

(telenorgroup.com; Telenor Annual Report, 2009). 

At the time of purchase, India was the world’s largest untapped mobile market, with a mobile 

penetration of only 31 % in a country with a population of 1.15 billion people, presenting 

mobile phone operators with huge potential for growth, especially in rural areas (telenor.com). 

Furthermore, the Indian telecom market is still one of the fastest growing markets in the 

world, with over 18 million connections being added every month (Ministry of 

communications and IT, 2011).  

So far, however, the Indian venture has not been an unambiguous success for Telenor. Since 

the very start of the joint venture, Uninor has been losing money. Although this had to some 

extent been anticipated, the fierce competition and price pressures in the market have made it 

difficult for the venture to establish operational profits and a sustainable market share. 
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Recently, some Telenor investors have been pushing for a withdrawal from the Indian market, 

after the company had accumulated operating losses of 3.4 billion NOK already nine months 

after the takeover (Bloomberg, 06.09.2010). Management at Telenor appear committed to the 

project, however, as Telenor officials as well as the Norwegian  Minister for trade have 

repeatedly stated that Telenor is in India for the long-term (Moneycontrol, 09.05.2011; 

NDTV, 28.10.2011). This has been exemplified by the latest developments in Uninor, where 

Telenor through a board resolution has opted for a new equity rights issue that would raise 

more funds for the venture. Unitech has opposed this rights issue, claiming that Telenor is 

using it as an excuse to increase its stake in the joint venture, and got a stay on the board 

resolution from an Indian court.  

In addition to these financial problems, Unitech, Telenor’s joint venture partner, is one of the 

telecom companies involved in the so-called “2G spectrum scam”, one of the biggest 

corruption scandals of all time in India. The scandal involved officials and ministers in the 

Indian Government illegally undercharging mobile operators for licenses that they would use 

to create 2G subscriptions for cell phones. In November 2010, Andimuthu Raja, the minister 

for communication and information technology, was forced to resign over the scandal after a 

report from the Comptroller and Auditor General of India revealed that the Indian government 

had lost up to $ 40 billion on the licenses (New York Times, 21.11.2010). Along with 

numerous other civil servants and top executives from implicated companies, among them 

Sanjay Chandra of Unitech Wireless, he has been imprisoned while investigations are carried 

out by the Indian Central Bureau of Investigation. As the validity of the licenses that were 

sold is being debated in Indian courts, Uninor could be at risk of losing its operating license.  

Given these challenging financial, legal and strategic circumstances for Telenor in India, the 

following research question is appropriate: 

 In hindsight, did Telenor choose the appropriate entry strategy when entering India, 

and what was the underlying rationale for using a joint venture as entry mode? 

In order to reach a satisfying conclusion to the research question, there will be applied a 

number of theories and frameworks from the FDIP curriculum, as well as empirical evidence 

from relevant stakeholders and media sources. The first part of the project will be dedicated to 

examining Telenor’s global strategy, building on Lassere’s framework for global strategy. 

The second part will take a closer look at the Indian telecom market, analyzing country risk, 

industry competition and opportunities, and consumer markets. This part will mainly build on 
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models and methods presented in Chapter 6 in the Lasserre book, supplemented with other 

literature where necessary. Finally, the third part of the project will build on the two previous 

chapters in a discussion of Telenor’s entry strategy in India. Relevant theories on entry modes 

and joint ventures in particular, will be presented here. 

 

2. Telenor’s global strategy 

A firm’s strategy is based upon its options and decisions regarding its objectives in the long 

run. A strategy is deemed global once it incorporates a firm’s competition in the key markets 

of the world (Lasserre, P, 2007).   

In the following, Telenor’s global strategy will be introduced drawing on Lasserre’s 

framework of global strategy. This framework highlights the four following elements; global 

ambition, global positioning, global business system and global organization. However, for 

the purpose of this report, only the three first elements will be taken into account.   

2.1 Global ambition 
The global ambition of a company is the role it wishes to play in the world marketplace and how it 

perceives the future allocation of its sales and assets within the key regional markets in the world. The 

Telenor Group’s ambition is to “be a leading global mobile operator, while delivering attractive 

returns to their shareholders”(telenor.com/en/about-us/our-strategy/).  In order to achieve their 

ambitions, the company’s main focus areas in the period 2010-2012 are to: Capture growth in their 

three regions, strengthen operational performance and leverage group scale and competence and 

ensuring capital discipline. 

 

According to Dunning (2000) a company’s foreign direct investment is explained by the following 

four motives; resource seeking, market seeking, efficiency seeking or strategic/capability seeking. In 

recent years, Telenor’s strategy has been that of a global market seeker, seeking out markets with high 

potential for growth, mainly in Asia and Eastern Europe. This has been achieved through acquisitions 

in Eastern Europe and for the most part through joint ventures in Asia. Telenor Pakistan, however, is a 

so-called Greenfield investment. The affiliate of the Telenor Group acquired a GSM license in 2004 

and launched its commercial operations in 2005 (www.telenor.com/en/global-

presence/pakistan/index.jsp). 

 Their investments of more than US $2 billion have made Telenor Pakistan the country's single largest 

European investor (www.telenor.com.pk/about/history.php). In five years, at the end of October 2010, 

the Pakistani operation had a reported market share of 24 per cent, with a subscriber base of 24.12 

http://www.telenor.com/en/global-presence/pakistan/index.jsp
http://www.telenor.com/en/global-presence/pakistan/index.jsp
http://www.telenor.com.pk/about/history.php
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million making it the country's second largest mobile operator. Recently, Telenor’s Asian operations 

have been the main contributors to subscriber and revenue growth (Telenor Group, 2011). As can be 

seen in the revenue distribution for the first quarter of 2011 presented below, Telenor’s operations in 

Asia account for 40 per cent of the total revenues.  

Figure 2.1: Telenor's current revenue distribution 

 

Source: http://www.telenor.com/en/about-us/telenor-at-a-glance/ 

 

Telenor is present in eleven markets, and holds a 31.67 per cent stake in the Russian company 

VimpelCom Ltd which operates in twenty additional markets.  

 

India is arguably one of the world’s most important emerging markets in terms of the 

production of goods and services. To reach their objectives in emerging markets, companies 

have to focus on and incorporate long-term goals and prospects in their entry strategy, a 

strategy that will vary and be readjusted depending on rapidly changing conditions (Meyer 

et.al, 2004).  In order to stay focused on the long-term potential and the volatile environment 

in those countries prerequisites such as financial strength and strategic persistence would 

arguably improve a company’s chances of success. With the Norwegian Government as its 

majority owner, Telenor has the opportunity be persistant in their strategic conquest of the 

Indian market. This state supported financial strength makes it possible for the company to 

incur losses (planned NOK 22 billion until the operation reaches breakeven) over a long 

period of time in order to secure a sustainable position and market shares in India. The 

intention to stay put over a longer period of time indicates the acceptance of a possible 

expensive penetration of a new market, which is indeed what Telenor executives along with 

Norwegian officials have publicly announced, stating that their intention is to stay in India for 

http://www.telenor.com/en/about-us/telenor-at-a-glance/
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the long-term (Moneycontrol, 09.05.2011; NDTV, 28.10.2011). The financial support of the 

Norwegian state is a huge asset for Telenor in India, due to the fierce competition in the 

capital-intensive Indian telecom industry, which will be explained more in detail in the next 

chapter.  

Lasserre distinguishes between five types of roles a company can take according to their 

global ambition. Telenor a company whose ambition is to be a leading global operator is 

arguably representing the role of a “global player”. A global player seeks to establish a 

sustainable competitive position in key markets of the world and to construct an integrated 

business system (Lasserre, P, 2007).  The company’s main growth initiative the next years is 

to further develop their Indian operation (www.telenor.com/en/about-us/our-strategy/). 

2.2 Global positioning 
Global positioning undertake companies decisions in regard to where they want to compete, 

in which customer segments and their value proposition. A company’s global country 

portfolio often indicates the long-term strategic intentions of a global player, such as Telenor. 

Lasserre (2007) has classified different categories of countries according to their investment 

attractiveness. Coherently, depending on the industry, a key country is characterized by its 

huge size, potential for growth and its quality of resources. Moreover, investing in key 

countries is critical for a company’s long-term competitiveness and being present in these 

countries is seen as a necessity for companies who want to be global players. The Indian 

telecommunication sector, with its high growth rate and large market size place Telenor’s 

operations in the country in this category. Telenor is present in four other markets in Asia; 

Thailand, Malaysia, Bangladesh and Pakistan, all of which could be placed in Lasserre’s 

second category of countries, emerging markets. These latter countries present high growth 

rates which makes them strategically attractive, especially for global market seekers like 

Telenor.    

2.2.1 Choice of countries 

In the mid 90s, Telenor was in a favorable position and opted to expand internationally. The 

company was in possession of leading advanced technology and could transfer knowledge to 

new potential partners and markets abroad, as several of their telecommunication solutions 

were applicable across national borders and in various markets. The prospect of expanding 

internationally through the use of the company’s superior technological solutions made the 

management group at Telenor decide to do just that (www.telenor.com/en/about-us/our-

history/international-expansion/). Today, Telenor is present in three geographic regions: 
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Scandinavia, Eastern Europe and Asia. The company has clearly chosen to enter emerging 

markets and made them essential to their global strategy. In Eastern Europe, it is the largest 

mobile provider in Montenegro, the second largest mobile network operator in Serbia, and 

aiming at becoming the most popular provider of telecommunication services in Hungary, 

displaying its commitment to the transition economies (www.telenor.com/en/global-

presence/). Furthermore, the Telenor Group is one of the leading mobile operators in Asia and 

they have strong and efficiently growing operations in all of their markets. In February 2011, 

the company passed 100 million subscriptions in Asia, a big milestone for its operations in the 

continent. Telenor is heavily present in several large Asian countries and emerging markets. 

Apart from their Indian operations, they are the second largest mobile operator in Pakistan, 

and the largest provider of mobile services in Bangladesh through their venture with 

Grameenphone. 

2.2.2. Value propositions  

The value proposition can be explained by a customer’s value attributes a company is offering 

to the market. Value attributes are the aspects of the goods and services that customers 

consider when making their purchasing decisions. Michael Porter has identified two generic 

strategies that correspond with two types of value attributes, namely a differentiated value 

attribute and cost leadership. The differentiated version concerns a company’s choice of 

customer segments, and whether it should opt at serving several customer groups (Lasserre, P, 

2007). Telenor’s success is built on “combining global telecoms expertise with regional 

knowledge transfer and local market insight to create value for different 

segments”(www.telenor.com/en/about-us/our-business/). The latter type of value attribute 

regards the choice of standardization of products or service offering within a market segment 

and in a market as a whole. All actors in the Indian telecom market are practically forced to 

pursue a cost-leadership strategy due to heavy competition and price pressures, which will be 

explained at depth further down. 

2.3 Global business system 
A global business system consists of a company’s investments in order to obtain global 

capabilities. Moreover, vital to every company are their exploration to ensure competitive 

advantages, and therefore, gained access to capabilities that are non-tradable and/or difficult 

to replicate and imitate. 

One way to ensure such capabilities is through the differentiated value proposition as 

mentioned above, obtaining capabilities leading to augment in customer value through an 

http://www.telenor.com/en/global-presence/
http://www.telenor.com/en/global-presence/
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adaptive and differentiated approach to market segments. However, the differentiated value 

proposition can be an expensive approach to new markets with a volatile and fierce 

competition. In order to obtain capabilities that lead to a lower cost base, the cost leadership 

approach is deemed appropriate.  

India is a very competitive market with a challenging regulatory environment, and Uninor is 

working at being an effective, low-cost operator (Telenor Group, 2011). The set of activities 

that a company utilizes in order to design, produce and deliver its goods and services to their 

customers, a company’s value chain, influence these approaches (Lasserre, P, 2007). Uninor 

is based on a low-cost operation model, where the company has determined to gradually build 

up their network, decided to share infrastructure with competitors, have outsourced IT 

services at a full-scale among other low-cost initiatives (Telenor, 2009).  

 

Furthermore, the central issue for global firms is to be proficient in employing their existing 

advantages in country leverages to compete successfully with local players and other global 

competitors.  Telenor has around 15 years of experience in managing operations in Asia, with 

a strong track record and experience in successfully launching operations in emerging 

markets. Telenor applied its technological solutions across the world while the different 

countries developed and implemented new services in their local markets. Its presence in the 

respective markets as their telecom industry grew and evolved over time has proven to be 

strategically vital for the company. The combination of solutions based on the local 

customers’ needs and knowledge sharing has furthered the company’s success 

(www.telenor.com/en/about-us/our-history/international-expansion/). Leveraging advantages 

such as the exploitation of capabilities already built up in other countries are often gained 

through mergers and acquisitions, in order to compete directly and dominate existing players. 

Throughout their acquisitions in Eastern Europe and across Asia, the company has gained 

access and opportunity to exploit capabilities already existing in the relevant markets. These 

leveraging advantages along with Telenor’s financial strength and ambition have been 

indispensable for their operations abroad.  

3. The Indian telecom market 

A firm's decision to establish operations in a different geographical location requires a 

detailed assessment of the attractiveness of both the country and the respective industry 

(Lasserre, P, 2007) . In the following, the underlying rationale for Telenor's investment in the 
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Indian telecom market will be critically scrutinized, using Lasserre's country attractiveness 

framework to assess market and industry opportunities as well as country and industry risks. 

3.1 Market and industry opportunities 

Emerging market represent 75 % of the world’s population, and businesses thus cannot ignore 

the market potential they constitute (Cavusgil et.al , 2002). As mentioned above, Telenor has 

recognized these opportunities and shifted its focus more and more towards emerging 

markets. India is of particular interest for the company for a number of reasons. Lasserre’s 

framework for country, market and industry attractiveness below consists of four key areas. 

Source: P. Lasserre (2007:165) 

Each of these aspects of the Indian telecom market will be investigated further in the 

following. 

     

3.1.1 Market   

With a population of 1.15 billion in 2008, which is expected to grow by 1.4% annually and a 

predicted 80% GDP per capita increase from 2008 to 2013, India is a market with attractive 

growth opportunities in the long term (Telenor, 2009). Its mobile telephony market was the 

world's largest untapped market in 2008 with mobile penetration rates of only 31% and a 

share of 800 million people in the population without a mobile connection. Moreover, there 

was also a high market potential due to the fact that customer's were unhappy with existing 

Figure 3.1: Framework for country market and industry 

attractiveness assessment 
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services in the market. High call setup failure rates and high call drop rates as well as poor 

network signals in major cities caused unsatisfactory user experiences. In a survey conducted 

in 2007 two out of five users said they were prone to changing their service provider, if they 

could retain their old number. Whereas Telenor predicted a decline in the share of new 

customers in the market, customers on the move create opportunities for new entrants. Overall 

volumes of gross subscriber potential were expected to grow from 350 million in 2008 to 600 

million in 2010 (Telenor, 2009). 

Looking at the predicted factors in hindsight, the estimates have proven to be correct. India's 

population has reached 1,21 billion and its GDP per capita  has increased to $1,124, which is 

just below the previously estimated amount of $1,170 (IMF). Mobile penetration levels have 

reached  66,17% and India has become the second largest telecom network in the world after 

China with 787.29 million telephone connections in December 2010 (Ministry of 

Communications and IT, 2011) . 

 3.1.2 Competition 

The Indian telecom market is driven by fierce competition. Nevertheless, none of the 

competitors had managed to establish a uniform position across all of India at the time of 

Telenor's investment, as can be seen in the figure provided on the left below (Telenor, 2009). 

The liberalization of the sector has led to an increase in FDI with falling tariffs and 

unrestricted competition (Ministry of Communications and IT, 2011). Entry barriers for 

foreign firms are therefore low. Profitability is only realistic on the long-term basis, an issue 

that Telenor and its investors are still struggling to come to terms with. The number of 

competitors has increased up until 2011. Uninor has managed to secure a share of 2.63% after 

having been present in the market for a little less than two years. Bharti Airtel(20.20%), 

Reliance  Communications(16.71%) and Vodafone(16.52%) are currently the three top players 

in the market, however, as can be seen in the figures below, these have all experienced a drop 

in their market shares since 2008. 

 

 

 

 

 

 

Figure 3.2: Indian telecom market 2008 Figure 3.3: Indian telecom market 2011 
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3.1.3 Incentives 

With its global strategy emphasizing the importance of emerging markets, India, the largest 

untapped mobile market in the world, is naturally of high strategical importance to Telenor's 

long-term development (Telenor, 2009). The Indian government incentivizes investments in 

the telecom sector, recognizing its importance to the country's overall economic development. 

Favorable policy moves, such as an increase of FDI ceilings from 49% up to 74%, as well as a 

general liberalization of the sector has led to increasing amounts of FDI (Ministry of 

Communications and IT, 2011). Furthermore, Unitech Wireless reached a tower sharing 

agreement with Tata in February 2009. About 40.000 sites are expected to be covered, 

providing 55%-60% coverage of the population by mid 2010. Telenor benefits from the 

agreement through capital expenditure savings of approximately 75% compared to having 

erected the towers on its own. Additionally, operational cost savings from shared 

infrastructure and logistics are expected to be as high as 60% compared to operating with 

company-owned towers (Telenor, 2009). 

3.1.4 Resources 

Aside from the mentioned tower sharing agreement, there are other factors that enable the 

company to pursue an overall low cost operational model in India. Highly qualified labour in 

a highly competitive IT market make it possible for Uninor to keep labour costs at a minimum 

through full scale outsourcing of IT. Due to government policies favoring telecom equipment 

producers, additional equipment is available at a competitive cost. High levels of competition, 

as well as large volumes available, keep prices at a minimum level in the equipment market.   

3.2 Country and industry risk analysis 

Although emerging markets represent attractive growth opportunities, companies have to be 

aware of the often low sophistication of the institutional and political environment they are 

Source: Telenor (2009) Source: TRAI press release, January 2011 

Figure 3.4: Framework for country risk analysis 

Source: P. Lasserre (2007:178) 
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operating in (Meyer et.al., 2004). Potential risks and challenges need to be thoroughly 

investigated before entering a specific market. Political, competitive, operational and 

economic risks are areas of special interest, as presented in the figure below. 

3.2.1 Political risks  

Shareholders, employees, as well as operational exposures are at a minimum risk level when 

comparing India to other emerging markets such as China. India has undergone a slow but 

peaceful and democratic transition to modernity, with low occurrence of threats to foreign 

direct investments, such as asset spoliation or labor unrest in its history (Gilley, 2005).  

Furthermore, Uninor can draw on Telenor's previously gathered experience in other Asian 

markets, which can be an asset in coping with political threats in the emerging market 

context (Telenor, 2009). Up until now no politically motivated disruptions have 

endangered Telenor's investment in India. 

 

3.2.2 Competitive risks:  

Levels of competition are consistently high in the 

Indian telecom market with no clear market leader. 

Due to pressures induced by a high amount of service 

providers in the industry, prices for mobile services are 

kept at a minimum level. Despite increasing amounts of 

minutes of usage per month, shrinking average revenues 

per user lead to reduced profit margins, as shown in 

figure NR REF(KPMG, 2008). It is thus doubtful that 

any of the players in the market manages to generate 

profitable returns in the current competitive environment. Another factor affecting business 

practices is corruption. According to Transparency International, India's corruption perception 

index was as high as 3.4 in 2008 and has up until 2010 only increased up to a 3.3 level 

(measured on a scale from 0 to 10, with 0 representing the highest perceived level of 

corruption and 10 being the lowest score in the ranking).( Transparency International 2008; 

2010). Corruption has proven to be one of the biggest pitfalls for Telenor, given Unitech 

Wireless' involvement in the “2G spectrum scam”, one of the biggest corruption scandals of 

all time in India. Officials and ministers in the Indian Government illegally undercharged 

certain mobile operators (and among them, Unitech Wireless) for licenses that they would use 

to create 2G subscriptions for cell phones, creating losses of up to US$ 40 billion. After its 

Figure 3.5: Tendencies in the Indian telecom 
market 

          Source: KPMG (2008) 
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revelation in November 2010, Andimuthu Raja, the minister for communication and 

information technology, was forced to resign over the scandal and is now being investigated 

by the Indian Central Bureau of Investigation (New York Times, 21.11.2010). As the validity 

of the licenses that were sold is being debated in Indian courts, Uninor could be at risk of 

losing its operating license. 

3.2.3 Operational risks:  

Risks concerning infrastructure are most pertinent when looking at the market for 

transmission towers. Due to the fierce competition in the telecommunication market, securing 

attractive terms for tower usage is crucial (Telenor, 2009). High competitive pressure 

complicates expansion of tower networks considerably. Uninor's tower sharing agreement 

ensures a safe position in the market for now. However, the agreement is only valid for a 

period of 20 years with 5 year extension options (Telenor, 2009). In the long run Uninor will 

have to preserve its position on the tower market. Although the Indian government overall 

promotes growth policies in the sector and enables increasing FDI flows, investments in the 

telecom sector are restricted to 74% foreign ownership (Ministry of Communications and IT, 

2011). This can create problems in troubled joint venture partnerships, since the foreign 

company cannot legally buy out the Indian partner. This has led to substantial problems in the 

partnership between Unitech Wireless and Telenor, which will be further investigated below.    

3.2.4 Economic risks:  

High input costs in connection with dependency on operating licenses lead to economic risks 

for the company. Investments in network expenditure are highly cost-intensive. The main 

capital expenditure driver in this respect is the number of sites, costing the company 

US$30.000 per site. In reference to the above mentioned 2G scandal that could potentially 

endanger Uninor's license, Telenor's whole investment in India is at stake. 

3.3 Evaluation of the overall strategic fit 

It is crucial for a successful entry into a foreign market that a firm's global strategy matches 

the opportunities in the respective local environment. Location, timing and the choice of entry 

mode are the three elements shaping the primary strategic entry decision (Meyer, 2002). 

Although market seeking motives are main drivers for Telenor, low production costs are an 

additional motivating factor. As the company's global strategy increasingly focuses on 

operations in emerging markets and expanding its customer base, India as the world's largest 

untapped mobile market is of dire strategic importance to the company (Telenor, 2009). The 

main risks, fierce competition in the market and corruption, are counterweighted by the high 
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attractiveness of the market and its strategic importance to Telenor's global strategy. 

Timing played an important role in the entry process, because of the increasing involvements 

of other fast-moving Western companies seeking to exploit the opportunities in the rapidly 

growing market. Developments over the last years have exacerbated the trend, with more and 

more companies entering the market, constantly raising levels of competition (Telecom 

regulatory authority of India, 2011). Due to the urgency of these competitive pressures as well 

as eagerness to exploit market opportunities and gain early mover advantages, Telenor had to 

move swiftly to establish and consolidate their presence in the market. 

As Telenor's joint venture with Unitech Wireless is at the core of the research questions, a 

comprehensive analysis of this partnership, as well as a theoretical overview on joint ventures 

in general will be provided below. 

4. Telenor’s joint venture in India 

In this chapter, there will be provided a brief company description of Unitech Wireless, 

Telenor’s joint venture partner in India, then a depiction of the rationale for joint ventures as 

explained by different literature and theories from the course curriculum, supplemented by 

theories from other courses where relevant. Secondly, an analysis of the Uninor joint venture 

using Lasserre’s partner fit analysis framework will be outlined, and drawing on the analyses 

of previous chapters. The chapter will conclude by describing some of the current 

controversies between the joint venture partners, namely the 2G spectrum scandal and the 

2011 rights issue disagreement. 

4.1 Unitech Wireless 
Formed in 2008, Unitech Wireless had until the takeover by Telenor been a subsidiary of the 

Unitech group, a heavily indebted firm that is one of India’s largest real estate companies, and 

now a minority stakeholder in the joint venture with Telenor.  In January 2008, Unitech 

Wireless obtained a Unified Access Service license valid for 20 years from the Indian 

Telecommunications and IT ministry, allowing them to operate in all 22 Indian telecom 

circles (Businessworld, 12.02.2010). Furthermore, the company reached a tower-sharing 

agreement with Wireless-TT Info Service Limited (WTTIL), the Tata Teleservices’ tower 

company, and Quippo Telecom Infrastructure Limited (QTIL) in 2009, which would secure 

coverage to 55-60% of the population by 2010 (Telenor, 2009).  
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In 2009, Telenor acquired a majority stake in Unitech Wireless through an 8.7 billion NOK 

capital injection that secured them 67.25 % of shares (Telenor Group, 2011). Using Lasserre’s 

(2007) terms, it could thus be labeled a “quasi-acquisition”. 

4.2 Theoretical overview of joint ventures 

The motivation for engaging in joint ventures can be explained by many different scholars 

and theories. Here is a presentation of a few of them,  evaluated  by their relevance in 

Telenor’s case, in order to arrive at a theoretical justification for the company’s choice of joint 

venture as an entry mode in India.  

Joint ventures are justified on different grounds, 

depending on which theories and approaches that are 

taken. As pointed out by Buckley and Glaister (2002), 

many features of (international) joint ventures can be 

explained using traditional economics, finance and 

organizational theory (figure 4.1). In the following, 

there will be drawn on parts of their overview of the 

relevance of three different theories, the Resource 

Based View, Transaction Costs Economics as well as 

Institutional Theory.  

Taking a Resource Based View approach to joint 

ventures, one would argue that the rationale for such 

alliances is “the value-creation potential of firm 

resources that are pooled together”( Das, T.K., and 

Teng, Bing-Sheng, 2000:31). In this case, Telenor and 

Unitech both brought specific and valuable resources 

and competencies into the joint venture;   Telenor provided extensive financial resources as 

wells as expertise and experience in the Asian telecom 

industry, accumulated through similar operations in 

other Asian countries (most importantly Bangladesh and Pakistan), whereas Unitech Wireless 

was a local company that despite lacking knowledge of the telecom industry, had been able to 

secure an operating license for all Indian telecom circles as well as a tower-sharing agreement 

with Tata. Accordingly, both partners had competencies and resources that were invaluable to 

Figure 4.1: Relevance of Received Theory on Joint 
Ventures  

Source: Buckley and Glaister, (2002) 
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the other company in order to succeed as a mobile telephony operator in the Indian telecom 

market. 

Institutional theory approaches to market entry strategies seek to explain how institutional 

factors such as local legislation, standards and/or normative pressures such as customs and 

traditions influence the choice of foreign entry mode. Furthermore, it argues that firms will 

seek to conform to such pressures from external and internal sources when designing their 

entry strategy (Yiu, D. and Makino, S., 2002). An important legal feature of the Indian 

telecom industry is the limitations on foreign ownership of telecom ventures. Currently, full 

foreign ownership is not permitted by the telecommunications department of India, which at 

present only allows such ownership up to a maximum of 74 % (Ministry of Communications 

and IT, 2011).  This regulation limits the entry strategy alternatives for foreign telecom 

companies wishing to enter the Indian market, effectively stipulating the need to form an 

alliance with a local partner. As it was mentioned above, Telenor still has a 67.25 % stake in 

the venture, although the company has officially been granted permission to increase this 

stake to 74 % by the Foreign Investment Promotion Board of India. Nevertheless, having a 

local partner might be considered an important asset for Telenor in India, as Unitech Wireless 

arguably has a lot more knowledge and experience when it comes to doing business in the 

Indian institutional environment. 

Buckley and Casson (1998) argue that international joint ventures can be a prolific way to 

reduce transaction costs (“The costs associated with negotiating, monitoring, and governing 

exchanges between people” ,Gareth Jones; 2007:6)  where barriers to others forms of entry 

(such as M&A) exist, which is indeed the case in India. In fact, the transaction cost theory 

approach has been frequently applied to analyze entry strategies in academic literature (Yiu, 

D. and Makino, S., 2002; Hennart, 1991a, 1991b). Essentially, this theory argues that 

intermediate inputs that are subject to high transaction costs in the market should be 

internalized and managed hierarchically. According to Hennart (1991b), equity joint ventures 

diminish transaction costs as two individual firms team up in order to combine their 

respective assets to achieve synergy effects and increased profits for both. Usually, equity 

joint ventures have binding agreements that make agents and enforcement obsolete, thus 

saving substantial resources for all parties in the venture. Parts of the argumentation used in 

the RBV approach can be reapplied here; for Telenor the whole venture depended on securing 

an operating license for the Indian market, a specific asset that Unitech possessed, and one 

that was unattainable for Telenor as a foreign firm. For Unitech, on the other hand, it was 
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important to find a financially strong partner with deep pockets that could provide funds for a 

swift expansion (Businessworld, 12.02.2010). 

4.3 The Uninor joint venture 

According to Buckley and Glaister (2002), partner selection is a crucial determinant of the 

success or failure of the venture. In the following, there will be an evaluation of the fit 

between Telenor and Unitech Wireless as joint venture partners more closely using Lasserre’s 

Partner Fit analysis. This model evaluates the degree of “fit” between the partners on four 

dimensions; Strategic fit, Capabilities fit, Cultural fit and Organizational fit (Lasserre, P., 

2007). In order to achieve a strategic fit, companies need to have compatible long-term 

objectives. This is typically assessed by looking at the involved parties’ motivations for 

entering into the venture. There is thus a summary of the three most important motivations of 

Telenor and Unitech Wireless, respectively, based on the findings above: 

Telenor Unitech Wireless 

 Entering the attractive Indian telecom 

market swiftly 

 Securing an operating license  

 Meeting Indian legal requirements 

 

 Making profits in the Indian telecom 

market 

 Need for financial resources 

 Lack of knowledge and experience as a 

mobile operator. 

Table 3.1: Main strategic motivations of the Uninor partners (own production) 

Based on this summary, as well as on the general discussion of the joint venture so far, it 

concludes that Telenor and Unitech Wireless’ objectives were compatible only in the short-

term, and that they both had fairly opportunistic or extractive agendas when entering the joint 

venture. However, despite a rather poor strategic fit, the venturing partners had a quite good 

capabilities fit at the outset, as both the companies possessed resources and competencies that 

were indispensable to their partner.  

So far, it has not been looked into differences in national and corporate culture between 

Telenor and Unitech Wireless, as it would have been difficult to get reliable information on 

this that would go anywhere beyond general assumptions and guesses. However, Lasserre 

points out that such differences always are present in international joint ventures, and that this 

can foster problems and conflicts. And, as it’s intended with more details below, controversies 
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between the partners where culture may have had an influence are already out in the open, 

less than two years after operations commenced. 

Organizational fit is a factor that could potentially have been interesting to look into; 

however, a satisfactory analysis on this would require primary sources.  

4.4 Controversies in the venture 

In November 2010, it became clear that Unitech Wireless was one of the companies involved 

in the before mentioned 2G spectrum scandal, after a report by the Comptroller and Auditor 

General of India identified the Unitech Group as one of the main beneficiaries of the 

controversial license allocations (Ministry of Communications and IT, 2011). As financial 

markets started speculating in whether the licenses in question would be revoked, fissures 

between the joint venture partners became apparent. Since the very beginning of the scandal, 

Telenor has emphasized that the operating license was awarded prior to Telenor’s investment 

in Uninor, and that they are hence not in any way responsible. Nevertheless, concerns over the 

future of its investment have reached as far as to the state level, with Jens Stoltenberg, the 

Norwegian Prime Minister, writing a letter to his Indian counterpart calling for “fair 

treatment” of Telenor over the matter (Reuters, 4.4.2011). Furthermore, Telenor’s affiliation 

with a company that is currently under investigation in a corruption scandal is also affecting 

its image at home, where the company is defending itself against allegations of corrupt 

practices and/or foul play in India (NRK, 19.11.2010). The latest development in the case is 

that Telenor has requested Sanjay Chandra, the chairman of the board of directors at Unitech 

Wireless, and one of the top executives under investigation in the 2G spectrum scandal, to 

step down as chairman (www.telenor.com/en/news-and-media/articles/2011/telenor-group-

has-requested-sanjay-chandra-to-step-down-as-unitech-wireless-chairman).Furthermore, the 

Unitech Group’s involvement in the 2G spectrum scandal has also made it difficult for Uninor 

to get access to loans from banks, as the future of its operating license remains uncertain and 

undecided.  As the company desperately needs to raise capital in order to continue operations, 

Telenor has opted for a new equity rights issue that would release additional funds. The 

Unitech Group opposed the board resolution, claiming that Telenor is using the financial 

situation as an excuse to increase its stake in the venture, and got a stay on the resolution from 

an Indian court (mydigitalfc.com, 27.3.2011).  

http://www.telenor.com/en/news-and-media/articles/2011/telenor-group-has-requested-sanjay-chandra-to-step-down-as-unitech-wireless-chairman
http://www.telenor.com/en/news-and-media/articles/2011/telenor-group-has-requested-sanjay-chandra-to-step-down-as-unitech-wireless-chairman
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 4.5 Evaluation of the Uninor joint venture 

Based on the findings so far, you can see that the Uninor joint venture is starting to crack due 

to unresolved controversies and divergent strategies. As such, it is a textbook example of joint 

venture decay (Lasserre, P., 2007), illustrating that compelling initial reasons for entering into 

a joint venture can be overshadowed by the long-term costs and risks.   

As mentioned above, the decision to enter into the joint venture was subject to timing 

pressures; it was important for both companies to “seal the deal” as swiftly as possible in 

order to avoid a delayed market entry. As a result of this, Telenor may not have had an 

adequate amount of time to conduct a proper investigation of its joint venture partner. 

Moreover, as have been observed in this case, partner screening and selection often does not 

follow the textbook in practice because of timing, information or competitive 

constraints. In this sense, the findings are well in line with those of Bruce 

Kogut, who in a theoretical and empirical study of joint ventures, arrives at the 

pragmatic and practically rooted conclusion that “cooperative aspects of joint 

ventures must be evaluated in the context of the competitive incentives among 

the partners and competitive rivalry within the industry” (Kogut, B., 

1988:319).   

5. Conclusion  
Telenor’s global strategy is that of a market seeker. In this strategy, emerging markets and 

transition economies have played an essential role. This has been exemplified by its emphasis 

on seeking out untapped markets with high potential for growth, primarily in Asia and in 

transition economies in Eastern Europe. Traditionally a Scandinavia-based company, most of 

Telenor’s revenue growth in recent years has taken place in the two former regions, that 

together account for 48 % of total revenues as of 2011. Telenor’s success can be explained by 

their comparative strengths in combining global telecom expertise with regional knowledge 

transfers and local market insight in order to reach different markets segments across 

countries. Especially in Asian markets, the company has experienced significant and rapid 

subscriber growth. 

In order to stay focused on the long-term potential and the volatile environment in emerging 

markets and transition economies, prerequisites such as financial strength and strategic 

persistence are indispensable determinants of a company’s chances of success. Arguably, the 

fact that the Norwegian Government holds a majority stake in the company is a huge asset for 
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Telenor, which gives it an advantage in markets characterized by capital-intensive 

competition, such as the Indian telecom market. Executives at Telenor, along with Norwegian 

government officials have repeatedly announced that they intend to stay in India for the long-

term.  

 

At the time of market entry, the Indian telecom market was the largest untapped mobile 

market in the world and second in terms of consumer volume (after China). This huge 

potential for growth made India an extremely attractive market for Telenor. Furthermore, 

liberalization of the telecom sector as well as favorable policy moves by Indian authorities has 

simplified procedures for market access and foreign direct investment and costs of labor and 

production inputs remain fairly low in the country. Consequently, the Indian telecom market 

fits perfectly with Telenor’s ambitions of securing market shares in high-growth markets, 

which explains its eagerness to enter the country. However, the fierce competition that has 

characterized the Indian telecom market over the past couple of years, with several foreign 

companies fighting to get a foothold has resulted in extremely low margins and low 

profitability for all actors. To make matters worse, some telecom companies, including 

Telenor’s joint venture partner Unitech Wireless, are protagonists in the ongoing 2G spectrum 

scandal, which involved corruption at the highest levels of government in connection with the 

sale of mobile operator licenses in 2009. Depending on the outcome of the ongoing legal 

proceedings, Uninor’s operating license is at risk of being revoked, jeopardizing Telenor’s 

whole investment in India. 

In order to explain the underlying rationale behind Telenor’s decision to establish a joint 

venture with Unitech Wireless, there have been applied different theoretical views and 

approaches to international joint ventures to the case of Telenor in India, landing on three 

main strategic motives. These motives were:  

1. Entering the attractive Indian telecom market swiftly 

2. Meeting Indian legal requirements 

3. Securing an operating license  

Because of government regulations regarding foreign ownership of Indian telecom operations 

and licenses, Telenor were in fact restricted in their choice of entry mode. Indian laws, 

stipulating the need to form a joint venture with a local partner, made all other market entry 

options irrelevant. Furthermore, as an operating license is required in order to start mobile 
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operations, Telenor was under pressure to find an eligible partner that had secured such a 

license. Finally, timing was an important issue, as an early market entry was vital to success. 

As the Uninor joint venture is showing clear signs of joint venture decay due to divergent 

strategies and the alleged involvement by top management in Unitech Wireless in the 2G 

spectrum scandal, one could start to doubt whether Telenor did conduct an adequate and 

thorough initial screening of its joint venture partner. The partner fit analysis carried out in 

this paper shows that both Telenor and Unitech Wireless entered into the agreement with 

opportunistic or extractive agendas, and that their respective strategic objectives were 

compatible only in the short term. 

The Uninor joint venture is clearly a textbook example of how compelling initial reasons for 

entering into a joint venture can be overshadowed by the long-term costs and risks. Certainly, 

the Indian telecom market, at the time of entry the largest untapped market in the world, was 

and still is immensely attractive for Telenor, and not a project it is likely to forfeit. However, 

as controversies with their joint venture partner are emerging, and losses keep piling up, 

things are indicating that Telenor has started to sweat in the Indian heat. 

 

ANALYSES 
 

Introduction:  

 

Microsoft is one of the largest and most successful software companies in the world. The 

company specializes within the software industry and renders services to both private 

customers and other businesses. Microsoft’s overall mission is that of helping companies and 

people to fulfill their potential through its values and strive for excellence (Microsoft.com). It 

is widely argued and debated, that with the last decade’s rise of communication technology 

and high-tech communication gadgets, the operations and strategies of multinational 

corporations (MNCs) such as Microsoft have become increasingly dependent on partnerships 

and strategic cooperation in order to succeed in a though and highly competitive marketplace. 

Accordingly, Microsoft has chosen to include partner satisfaction within its area of core 

competencies.  



      
 

28 
 

 The 11
th

 of February 2011, Microsoft and Nokia jointly announced their intentions of 

forming an alliance in order to create a new mobile ecosystem. Nokia, one of the world’s 

largest mobile producers, has lost ground and market share in the last decade, especially when 

it comes to smartphones. Nokia’s mission is connecting people, with the goal of building 

great mobile products that enables billions of people all over the world to be connected. The 

company’s mission is to meet this challenge in an increasingly dynamic and competitive 

environment (Nokia.com). Accordingly, forming an alliance with Microsoft would be a step 

in the right direction and support their overall strategy.     

The market for smartphones is currently dominated by two other players; androids and 

iPhone’s platform; iOS. The latest market share figures for smartphone operating systems, 

from Kantar Worldpanel ComTech, show that Android has increased its share of smartphone 

sales in Great Britain to 37.4%  which is an increase from 8.3 % compared to the same period 

a year ago ( Kantarworldpanel.com). With competitors growing at high rates the competition 

has increased accordingly. The need for cooperative strategy has become more and more the 

case for companies that can’t keep up the rapid life cycle of high-tech communication 

products such as smartphones.   

 

 

Research area 

 

According to the book with the same name, written by Child, Faulkner and Tallman, 

cooperative strategy is defined as “the attempt by organizations to realize their objectives 

through cooperation with other organizations rather than in competition with them” 

(Cooperative strategy, p.1). As both Nokia, with its mobile operating system Symbian, and 

Microsoft’s Windows are players at the smartphone marketplace they will now compete 

together. Separately the two operating systems somewhat struggled to gain market shares; the 

newly founded alliance is intended to solve that issue.   

In today’s management literature there is no consensus when it comes to explaining 

and conceptualizing an alliance due to the lack of an established theory allocated to alliance.     

Two of the most well-known theories related to alliance are the Transaction Cost Economics 
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(TCE) and the Resource Based View (RBV). The latter is indirectly linked to alliance and 

fails to indicate whether an alliance is a hybrid form, unique form or a network form. TCE 

explains alliance as a hybrid form and dismisses the importance of trust and its role for 

alliance. In order to view alliance under a different light one could try to explain it via the 

transaction value perspective (TVP), “which is the synergy of joint value creation via an inter-

firm alliance” (Ping Li, 2010).  

 

 

Research problem 

Is the newly founded Nokia-Microsoft affiliation an alliance according to the TVP, and what 

constitutes the relationship?  

 

The main idea is to present a case study of the agreement made between the two firms and 

evaluate it upon the traits of the TVP.  In order to create a sharp understanding of the case, the 

relevant theories and concepts will be presented. It is intended to further analyze and discuss 

the case before its conclusion.  

 

 

 

 

Project Relevance 

 

The alliance is an up to date enormous cooperation in the US $ billion genre, which is debated 

and analyzed in the global media. The decision to join forces has already seen job losses from 

the Nokia Group and is intended to shake up the market (Nokia.com). The alliance has also 
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been critiqued as to why Nokia chose Microsoft and Windows Phone 7, which has a small and 

weak market share, as a partner instead of Google’s Android with momentum.   

 

 Literature Review 

 

The Transaction Value Perspective offers three new major aspects to the theories of the firm. 

Firstly, the perspective asserts that every transaction has a cost but equally a value, so firms 

ought to maximize the transaction value as much as they ought to minimize the transaction 

cost.  Secondly, the TVP additionally asserts that the transactions involves task co-ordinations 

as well as asset configurations which indicate that task governing is as vital as to bundle 

assets once forming a firm. Thirdly, the TVP asserts that the scope of the firm exist at the 

network level with the firm’s interaction with other firms, as well as at the single-firm level.   

 

 In addition to offer three major aspects, the TVP makes three contributions to a 

new theory of the firm. First, it is the co-specialization gained from the asset configuration 

from diverse yet complementary assets pooling and resource bundling. Secondly, it is the 

shared-trust gained from task coordination from trust-based dedication to conflict resolution 

and harmony improvement. Third, it is the two contributions just mentioned that make 

alliance a unique network form.  Consequently, transaction value derives from the first two 

contributions, especially for co-exploration to avoid “core rigidity”. Core rigidity refers to 

hierarchy costs that turn core competences into rigid cores and losses, which is ignored by the 

theories of transaction cost economics (TCE) and the resource-based view (RBV).  

 

TVP can be applied to strategic alliance in two major aspects. Firstly, TVP is applied to 

explain alliance as a new organizational form by broaden the theory of the firm to inter-firm 

cooperation. Secondly, TVP is applied to guide the practice of effective management of 

alliance. TCE and RBV underline unilateral learning, but TVP emphasizes bilateral learning 

(Ping Li, 2010). 
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Analysis: 

 

The 21th of April, 2011, Nokia and Microsoft announced the signing of a definitive 

agreement on a partnership that will create a new global mobile ecosystem, leveraging the 

very complementary assets of both firms. “In addition to agreeing to the terms of their 

partnership, including joint contributions to the development of the new ecosystem, Nokia 

and Microsoft also announced significant progress on the development of the first Nokia 

products incorporating Windows Phone. With hundreds of personnel already engaged on joint 

engineering efforts, the companies are collaborating on a portfolio of new Nokia devices. 

Nokia has also started porting key applications and services to operate on Windows Phone 

and joint outreach has begun to third party application developers.”   (Microsoft.com) 

 

“The relationship is structured around four broad areas: 

 

1. A combination of complementary assets, which make the partnership truly unique, 

including:  

Nokia to deliver mapping, navigation, and certain location-based services to the Windows 

Phone ecosystem. Nokia will build innovation on top of the Windows Phone platform in areas 

such as imaging, while contributing expertise on hardware design and language support, and 

helping to drive the development of the Windows Phone platform. Microsoft will provide 

Bing search services across the Nokia device portfolio as well as contributing strength in 

productivity, advertising, gaming, social media and a variety of other services. The 

combination of navigation with advertising and search will enable better monetization of 

Nokia’s navigation assets and completely new forms of advertising revenue. 
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Joint developer outreach and application sourcing, to support the creation of new local and 

global applications, including making Windows Phone developer registration free for all 

Nokia developers. 

  

Opening a new Nokia-branded global application store that leverages the Windows 

Marketplace infrastructure. Developers will be able to publish and distribute applications 

through a single developer portal to hundreds of millions of consumers that use Windows 

Phone, Symbian and Series 40 devices. 

 

Contribution of Nokia’s expertise in operator billing to ensure participants in the Windows 

Phone ecosystem can take advantage of Nokia’s billing agreements with 112 operators in 36 

markets. 

 

 

2. Microsoft will receive a running royalty from Nokia for the Windows Phone platform, 

starting when the first Nokia products incorporating Windows Phone ship. The royalty 

payments are competitive and reflect the large volumes that Nokia expects to ship, as well as 

a variety of other considerations related to engineering work to which both companies are 

committed. Microsoft delivering the Windows Phone platform to Nokia will enable Nokia to 

significantly reduce operating expenses. 

 

3. In recognition of the unique nature of Nokia’s agreement with Microsoft and the 

contributions that Nokia is providing, Nokia will receive payments measured in the billions of 

dollars.  

 

4. An agreement that recognizes the value of intellectual property and puts in place 

mechanisms for exchanging rights to intellectual property. Nokia will receive substantial 

payments under the agreement. 
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With the definitive agreement now signed, both companies will begin engaging with 

operators, developers and other partners to help the industry understand the benefits of joining 

the new ecosystem. At the same time, work will continue on developing Nokia products on 

the Windows Phone platform, with the aim of securing volume device shipments in 2012. The 

scale of the mutual commitment from both companies is significant and is in keeping with the 

intention to build a new ecosystem based on a long-term, strategic partnership.” 

(Microsoft.com) 

 

 

Discussion  

 

Nokia wants to stay on its own feet and has secured the right to be inclusive when it comes to 

preferred operating systems. 

"We reserve the right to introduce tablets using other platforms, including ones we may be 

working on internally" (BBC Business).  

Since Nokia have had a search for a partner and could have ended up partnering with 

Google instead of Microsoft, this all points toward a strategic fit when it comes to the 

partnership between Nokia and Microsoft. 

Cooperation between firms can create mutual dependence and requires trust in order to 

succeed, in an alliance it comes down to the people in the firms and their way of acting. 

 

Reputation ensures attractiveness from other companies, possible future partners in an 

alliance. A strong reputation and brand are among the key factors for a company’s success in 

the highly competitive global economy. Today’s consumers are more aware of the corporate 

social and environmental issues due to extensive media coverage and corporate watchdogs 

highlighting irresponsible business behaviours. Moreover, given the power of consumers’ 

purchasing decisions companies are increasingly aware of the fact that their actions and 
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strategies are highly valued and assessed by their stakeholders. According to (Roberts, 2003) 

a good corporate reputation is influenced by an accentuated CSR profile which can spin off 

competitive and pro-active advantages. In addition, (Bhattacharya and Sen, 2004) claim that 

companies reporting their corporate behaviour and level of transparency, have a greater 

chance to gain the trust and loyalty among their customers. Further, the authors argue that 

there is an asymmetric effect and that “doing bad” is more damaging than “doing good” for 

business, and as a result consumers demonstrate more sensitive reactions towards 

“irresponsible” than to “responsible” behaviours. Bhattacharya and Sen (2004) equally 

discuss that unethical business practices could seriously cause detrimental effects on a 

company’s sales and reputation. The consumer’s satisfaction defines the dependency between 

companies’ CSR activities and consumer’s evaluation of their products. Often companies that 

have differentiated themselves through their CSR initiatives have created a segment of loyal 

consumers, which is grounded in the ‘consumer-company-identification’. Thus, it implies that 

consumers have a personal identification with the company and its products, arguably 

undermining the importance of ethical business behaviour (Bhattacharya & Sen, 2004). 

 

Ethical behavior inspires trust and stability which are important factors to have once in an 

alliance.  

A code of conduct is a document stating a number of social and environmental standards and 

principles that a firm’s suppliers are expected to fulfil. Codes of conduct (CoC) are 

increasingly introduced in contracts between a lead company and its suppliers. They are 

typically based on values with which the lead company wishes to be associated, and its 

principles are often derived from local legislation and international conventions, standards 

and principles. In many MNCs, the codes are accompanied by elaborate managerial systems 

for formulating, enforcing and revising the standards outlined in the codes of conduct. 

According to (Halldorsson, Kotzab and Skjøtt-Larsen, 2009) and (Mamic, 2005), MNCs 

struggle continuously with issues to implement their codes of conduct into the global supply 

chains. Despite vast internal resources and capabilities, there are perpetual risks and voids that 

are difficult to mitigate and cover, related to geographical distances, legal enforcements, 

communication and culture barriers, labour rights and salaries, child labour issues, efficient 

monitoring and evaluation programs. Moreover, this argument equally determines the gap of 

expressed ethical standards and the actual capacities to enforce monitor and comply with the 

value integration and performances of the suppliers, regardless of strong and continuous 
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efforts.  It reinforces the argument of how difficult responsible business behaviour is, and 

with the growing power and influence of stakeholders emphasising transparency and 

accountability, it does not minimise the problems (Halldorsson, Kotzab and Skjøtt-Larsen, 

2009). Nevertheless, it is important to realise that a company with suppliers in developing 

countries without a code of conduct, can face even severer consequences in terms of customer 

sanctions, negative press coverage, failure in investments and capital loss, government 

interventions etc. (Pedersen and Andersen, 2006). 

Mamic (2005) proposes a strategic approach regarding the implementation and management 

of CSR into the supply chain, taking its point of departure in the code of conduct, covering the 

following four areas: 

1. Development of a vision 

2. Understanding of the vision by employees and suppliers 

3. Implementation of CoC into operations 

4. Monitoring, feedback and improvement 

 

 A development of a vision, demonstrates commitment that the company is ready to respect 

and uphold the principles encompassed in its CoC both in its own internal and external 

operations related to the global supply chain. Furthermore, a strong vision should equally be 

backed by palpable and feasible objectives that both recognize the complexity and necessity 

of implementing CSR, and ultimately how it should be achieved. 

 Understanding of the vision of employees and suppliers requires communication and training, 

that is adapted and sensitive to regional or local dialects, non-verbal expressions, and the 

nuances associated with translation. Another vital aspect regards the importance of identifying 

the multiplicity of audiences to whom the CoC may be addressed to, as well as being tested to 

assure that the target audience can understand and comply with the principles. 

 The implementation of CoC into operations clearly requires a strict and coherent 

management structure in which the responsibility has been placed for the ongoing activities. 

Thus, certain departments need to integrate these tasks in cohesion with the other activities 

taking place in other departments. Responsibility allocation, structure, coordination and 

decision making authorities compromise the foundation of a potential successful CoC.  

 Lastly, monitoring, feedback and improvement are of paramount importance when securing 

the compliance and continuous performance and support of suppliers. It is possible to have 

both internal and external monitoring systems that can remedy any potential conflict of 
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interest or supplier problem. Internal capacities can ensure consistency in the on-going 

management of implemented CoC provisions and while external auditors can monitor 

performance of factories to verify compliance, highlight potential discrepancies or labour 

issues that might be in conflict with the CoC principles. In essence, (Mamic (2005) 

encourages stakeholder dialogue and collaboration, and proper and coherent department 

structure to deal with CSR in supply chains.    

Another aspect of vital importance that need to be taken into consideration when engaging in 

responsible supply chain management is the potential negative exposure  of the corporate 

brand and reputation when operating in developing countries. Some global brands are highly 

dependent of representing good citizenship in the global economy, while others have managed 

to build a strong goodwill bank and brand popularity that arguably is not vulnerable to the 

same extend.   

 

 

DISCUSSION 
 

CSR can create a positive picture of a firm and therefore attract future employees, partners 

etc. 

 The concept of corporate social responsibility (CSR) has gradually emerged and 

conceptualized over the last decades, as a strategic tool to enhance the social, environmental 

and economic actions of the company. CSR standards and initiatives, such as the UN Global 

Compact, International Labour Organisation (ILO) and International Standardization 

Organisation (ISO) have gained continuous influence and importance on how companies 

adopt and implement CSR strategies and frameworks. In essence, CSR depicts in many ways 

the relationship between corporations and their stakeholder management, however, “there is 

no general consensus on the meaning of CSR in practice, as an exact definition of CSR is 

elusive because beliefs and attitudes about the nature of the relationship between business 

and society fluctuate with the relevant issues of the day” (Andersen & Skjoett-Larsen 

(2009:77). On the other hand, (Spence and Bourlakis,2009:294) argue that a consensus of 

some sort has been reached on the core characteristics of CSR. These are that it is voluntary, 

involves internalizing or managing externalities, encompassing a multiple stakeholder 
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management, with alignment of social and economic responsibilities, includes both practices 

and values that goes beyond philanthropy. A commonly used definition of the concept, which 

supports this “consensus”, is Carrol’s pyramid (1991) of CSR. The pyramid illustrates that 

social responsibility of business encompassing the economic, legal, ethical and voluntary 

expectations that society has towards organizations at a given point in time. In accordance 

with this definition, a corporation is judged socially responsible when its business activities 

portray profits, ethical behaviour, obedience of the law, and makes the firm a good corporate 

citizen. Freeman et. al (2004) argues that entrepreneurs and corporate managers, regardless of 

their organisation’s eventual goal, ought to consider the legitimate interests of those players 

that could affect or be affected by their business activities out of necessity. These players, 

normally referred to as stakeholders,  are composed of authorizers, providers of authority for 

the functioning of an organization; regulators and shareholders, business partners such as 

employees and suppliers, external influencers like NGOs, community groups, media, 

international organizations, consumers etc. All stakeholders seem to have an interest in CSR, 

and consequently effective management of social and environmental issues can be seen as 

a vital component of maintaining a good reputation (Roberts, 2003). In addition to 

maintaining a status, engaging in CSR can be rewarding activity according to the theory 

behind the term triple bottom line. This notion is advocated by Carter and Rogers (2008: 364) 

who argues: “that at the intersection of social, environmental, and economic performance, 

there are activities that organizations can engage in which not only positively affect the 

natural environment, but also result in long-term economic benefits and competitive 

advantage for the firm”. Carter and Rogers (2008) continues by stressing that such activities 

could be seen as an ethical way to conducts business in an increasingly more ethical bound 

global marketplace. A crucial business management component where CSR is integrated is in 

global supply chains, where the concept has gained continuous significance and impact. The 

next section, will thus from a theoretical aspect, address the implementation of CSR in global 

supply chains.  

 

 

In order to achieve and gain transaction value, a firm must choose a partner very carefully to 

be able to have trust. 
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 Porter’s 1986 book on competition in global industries seeks to address questions for 

strategy that are peculiar to international competition. As Porter puts it; “we know more about 

the problems of becoming a multinational than about strategies for managing an established 

multinational”. The questions he seeks to answer all revolve around how what a firm does in 

one country affects or is affected by what is going on in other countries – the degree of 

connection among country competition.  

He starts out by explaining the patterns of international competition, establishing that 

international firms vary from multidomestic to global in their competitive scope. He then goes 

on to discuss the causes of globalization, using his well-known theory of competitive 

advantages stemming from value chains as a point of departure, and explains how a successful 

international strategy is conceived in different types of industries. Value chain activities in 

other countries must be configured and coordinated to fit the specific demands of the 

industry in question. 

 

 

In a multidomestic industry, a firm can and should manage its international activities like a 

portfolio. The firm’s strategy in a country should be determined largely by the competitive 

conditions in that country. In a multidomestic industry, then, international strategy collapses 

to a series of domestic strategies.  

In a global industry, a firm must in some way integrate its activities on a worldwide basis to 

capture the linkages among countries. All the important competitors in global industries 

compete worldwide with increasingly coordinated strategies.  

An industry can be defined as global if there is some competitive advantage to integrating 

activities on a worldwide basis 

Competitive advantages result from performing activities in the value-chain either more 

cheaply or in a unique way relative to competitors.  

In industries where downstream activities or other buyer-tied activities are vital to competitive 

advantage, there tends to be a more multidomestic pattern of international competition. 

Conversely, in industries where upstream and support activities such as technology 
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development and operations are crucial to competitive advantage, global competition is more 

common. 

According to Michael Porter, for an international strategy to be successful, firms have to 

configure and coordinate their value chain activities abroad. 

Configuration: The location in the world where each activity in the value chain is performed, 

including in how many places. 

 Concentrated – performing an activity in one location and serving the 

world from it. 

 Dispersed – performing the activity in every country. 

Coordination:  Refers to how like or linked activities performed in different countries are 

coordinated with each other. Options for coordination are typically more numerous than the 

configuration options, because there are many possible types of coordination and many 

different facets an activity on which to coordinate.  

The more coordinated and geographically dispersed a firm’s activities are, the more global 

their strategy is. Thus, the kind of global strategy a firm has will depend on their choices 

about configuration and coordination in the value chain. 

Competitors with country-centered and global strategies can coexist in an industry, but global 

strategies by some competitors frequently force other firms to follow suit (e.g. Toyota vs. GM 

and Ford) 

The factors that work in favor of concentrating an activity in one or a few locations to serve 

the world are as follows: 

o Economies of scale in the activity 

o A proprietary learning curve in the activity 

o Comparative advantage of one or a few locations for performing the activity  

o Coordination advantages for co-locating linked activities such as R&D and 

production 

The ability to accumulate and transfer knowledge among units is a potent advantage of the 

global competitor over domestic or country-centered competitors. 

With both configuration and coordination, a firm must make an activity-by-activity choice 

about where there is net competitive advantage to coordinating in various ways.  
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The way in which an industry globalizes reflects the specific benefits and costs of global 

configuration and/or coordination of each value activity. 

Many forms of competitive advantage for the global firm derive less from where it performs 

activities than from how it performs them on a worldwide basis; economies of scale, 

proprietary learning, and differentiation with multinational buyers are not tied to countries but 

to the configuration and coordination of the firm’s worldwide system. 

 The attractiveness of a country as a global platform is determined according to  

o Simple factors (e.g. low-cost unskilled labor, natural resources) 

o Complex factors (e.g. skilled scientific and technical personnel, adv. 

infrastructure) 

o Characteristics of a country’s demand and local operating environment. 

Strong local competition frequently benefits a country’s success in international competition 

rather than impedes it (e.g. Japanese machine tool and electronic firms, German car 

companies) 

A networked production configuration is a means to reap scale and learning economies while 

at the same time overcoming high tariff and nontariff barriers. Networking also allows 

activities in the value chain to be located where there is comparative advantage. 

A country-centered, in a government-firm relationship perspective, competitor can view 

government relations in each country largely on a stand-alone basis, while a global competitor 

must respond to government requirements at the least possible compromise to its global 

strategy and entice government to enhance its global strategy rather than merely act as a force 

for dispersing more and more and more activities to the country.  

International coalitions linking firms in the same industry based in different countries have 

become an important part of international strategy in the past decade. They are a way of 

configuring activities in the value chain on a worldwide basis jointly with a partner. And 

they’re present in many industries such as the automobile, electronics and pharmaceutical 

industries. 

 

 

A firm’s choice of international strategy involves the search for competitive advantage from 

global configuration/coordination throughout the value chain. A firm may standardize 

(concentrate) some activities and tailor (disperse) others. It may also be able to standardize 
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and tailor at the same time through the coordination of dispersed activities, or use local 

tailoring of some activities (e.g. different product positioning in each country) to allow 

standardization of others (e.g. production). 

The essence of international strategy is not to resolve tradeoffs between concentration and 

dispersion, but to eliminate or mitigate them. This implies concentrating and dispersing 

different value activities depending on industry structure, dispersing some activities to allow 

concentration of others, and minimizing the tradeoff between concentration and dispersion by 

coordinating dispersed activities.  

Global leaders often begin with an advantage at home, whether it is low labor cost or a 

product design or marketing advantage. They use this as a lever to enter foreign markets. 

Once there, however, the global competitor converts the initial home advantage into 

competitive advantages that grow out of its overall worldwide system, such as production 

scale economies or the ability to amortize R&D costs. While the initial advantage may have 

been hard to sustain, the global strategy creates new advantages that can be much more 

durable (again, e.g. Toyota) 

Today’s game of global strategy seems increasingly to be a game of coordination – getting 

dispersed production facilities, R & D laboratories, and marketing activities to truly work 

together. Successful international competitors in the future will be those who can seek out 

competitive advantages from global configuration/coordination anywhere in the value chain, 

and overcome organizational barriers to exploiting them. (Porter, 1986) 

 

 

 

 

 

 
 

CONCLUSION 
 



      
 

42 
 

 

There are evidence that points toward a successful long-term strategic alliance between 

Microsoft and Nokia. The term exploratory alliance would likely be the outcome of the 

agreement because the cooperation is based on complementary core competencies (co-

specialisation) and incentives encouraging mutual trust. The vision and the willingness to take 

risks and create something new and innovative points the alliance in the direction of an 

exploratory alliance, even though there are elements of passive cooperation and separated 

tasks.  

Nokia has formed a strategic alliance with Microsoft that is intended to regain lost 

ground in the smartphone market. Together, the companies intend to build a global ecosystem 

that outdoes anything currently in existence. The Nokia-Microsoft ecosystem will bring 

differentiated and innovative products with unrivalled scale in terms of product breadth, 

geographical reach and brand identity.  
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