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Abstract  	  
	  

This dissertation takes its point of departure in the apparent theoretical contradiction contained in the now 

infamous Creating Shared Value (CSV) theory, where Porter & Kramer encourage the private sector to 

engage in the salvation of societal issues in developing countries (DC). However, they also state, that the 

‘location’ of the country should be at a certain level, in terms of stable and capable formal institutions. Such 

institutions are rare to encounter in emerging and developing markets. Thus, this dissertation explores how 

imperfect formal institutions in DCs and EMs pose a challenge for the successful implementation of a CSV 

strategy. 	  
	  

An in-depth case study is performed of the Danish pump manufacturer Grundfos, and their introduction of 

Grundfos LifeLink (GLL) to the institutional complex Indonesian market. The Grundfos LifeLink products 

are specifically designed to target rural and poor areas in DC’s, and is thus a prime example of a CSV 

practice. The formal Indonesian water institutions are explored through a thorough institutional analysis, 

drawing on developmental state theory by Peter Evans, Tuong Vu, and Whitfield and Buur, in order to 

compare our institutional findings with the assumptions contained in the CSV theory and the specific 

practice of GLL.	  
	  

Thus, through a deductive research approach and a multilevel analysis of obtained primary and secondary 

data, we conclude that the formal institutions of the Indonesian water sector contains severe obstacles for 

GLL to succeed with a CSV approach, due to 1) a fragmented political system, where clear regulation and 

transparency is lacking, 2) politicians are unwilling to introduce sound and financial sustainable governance 

of the water sector, due to fear of public outcry of increasing prices, 3) corruption, rent-seeking behaviour, 

and lack of capacity characterises especially the local level governments, which makes the cooperation with 

them difficult for GLL, and finally,  4) the state-business relations is lacking efficient cooperation to 

implement sound developmental policies. Consequently, we argue that formal institutions play a vital role in 

making a CSV strategy succeed, and thus further research is needed on how to make the different elements 

of formal institutional obstacles operationalised in the CSV framework, where we suggest an approach for 

further research. 	  
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3. Introduction 	  
	  

Last year, the World embarked on a new developmental path, with the adaption of the New 

Sustainable Development goals (SDGs), the Paris Climate Summit (COP21), and the Addis Ababa 

Action Agenda (United Nations, Webpage). All of these UN-led development processes sought to 

set new goals for the global 2030 agenda for sustainable development, as well as on how these 

should be financed. The negotiation and their outcomes clearly highlighted that the private sector 

has a crucial role to play in accomplishing and solve the future global development challenges 

(United Nations (a), Webpage).  	  

	  

This dissertation tabs into this agenda, by focusing at how the private sector can contribute to solve 

societal issues, and thereby help realise these developmental goals in developing and emerging 

markets (EM). More specifically we will take our point of departure in the Danish pump 

manufacturer Grundfos and their Grundfos LifeLink (GLL) solutions, which are specifically 

designed to target issues of sustainable water services in the developing world (Grundfos (m), 

Webpage). Thus, GLL has a role to play in terms of achieving the sixth SDG, which is “to ensure 

availability and sustainable management of water and sanitation for all” (United Nations (b), 

Webpage). 	  

	  

GLL implemented their first projects in Kenya in 2009, and while these first projects can at large be 

characterised as CSR project, GLL has now developed into being a commercial project, where 

Indonesia has been chosen as the newest country for implementation. Despite the economic success 

of Indonesia over the past decades, they still fall behind other EM’s in the Asian region, when it 

comes to the supply of safe water and sanitation to its populations. This is despite the fact that they 

rank fourth in the world in terms of their availability of renewable water resources (Horn, 2016). 

Thus, we will focus on GLL’s implementation in the Indonesian market, and perform an in-depth 

case study of this process. 	  

	  

The engagement of the private sector in solving developmental issues, is not a new phenomenon, 

and as stated above, GLL themselves have been active in such markets since 2009 (Grundfos (k), 

Webpage). However, many private companies face severe challenges when engaging in the process 

of solving poverty alleviation and societal issues in DC’s, such as corruption and the lack of 



7	  

capacity in governments, and the local communities (Jacobsen, 2014, Red Cross, Appendix F). 

Thus, it can in many instances be difficult for businesses to build a sound business case. 

Consequently, both practitioners and academic scholars from a variety of academic fields have tried 

to find the ‘golden’ solution for businesses to engage with developing and EM and their 

developmental issues. The solutions has ranged from the leverage of investments in the form of 

Foreign Direct Investments (FDI) and over to more direct engagement through the establishment of 

Corporate Social Responsibility (CSR) projects by the companies (Hansen & Müller, 2010). 	  

	  

A recent addition to this academic discussion is provided by Mark R. Kramer and the infamous 

Harvard Business School professor Michael E. Porter, who brought around the concept of ‘Creating 

Shared Value’ (CSV) - a business strategy specifically designed to create win-win situations for 

both the company itself, as well as the societies in which they operate (Porter & Kramer, 2006). 

CSV has gained massive popularity among academic scholars, and has in practice been 

implemented by private sector mastodons like Nestlé, IBM, and Coca-Cola (Shared Value 

Initiative, Webpage; Crane et al., 2014), and not least Grundfos (Grundfos (d), webpage). However, 

critique has also been raised, that the CSV framework is too general in character, and in many 

instances does not provide an operationalised strategic tool for the implementation of CSV into 

difficult markets (Crane et al., 2014). 	  

	  

One apparent paradox contained in the CSV framework, is Porter and Kramer’s suggestion, that the 

private sector should strive to target their CSV strategies against DC‘s, as the need for strong CSV 

project are more predominant in these markets, compared to developed countries (Porter & Kramer, 

2011). However, they also state, that the ‘location’ of the country should be at a certain level, in 

terms of stable and capable formal institutions (ibid.) Such institutions are rare to encounter in 

emerging and developing markets (Jacobsen, 2014). Thus, this dissertation, and our case study, will 

focus on exactly this contradiction, and exploit how formal institutions and the type of location they 

form, affects the possibility of GLL to successfully implement a CSV in the Indonesian water 

sector.  	  

	  

Hence, we will exploit this contradiction, by performing an in-depth case study of the 

implementation of GLL solutions into the Indonesian market. We will assess the type of location 

that the formal Indonesian institutions comprise, and how it compares to the assumption of a stable 
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and sound institutional environment as proposed by Porter and Kramer (Porter & Kramer, 2011). 

Consequently, we wish to analyse and discuss the compatibility between the Indonesian formal 

water sector, which is characterised by low capacity and corruption (Horn, 2016), and GLL’s desire 

to implement their solution with a CSV strategy approach. Thus, the question that will guide this 

research is: 	  

 	  

RQ: “How does the formal institutional framework of the Indonesian water sector affect the 

possibility of Grundfos LifeLink to implement a Creating Shared Value strategy?”	  

	  

We will answer this question by analysing the complexity of the formal Indonesian institutions, by 

taking a point of departure in developmental state theory, and compare our findings with the main 

CSV assumption - that it takes an enabling location to pursue a successful CSV strategy (Porter & 

Kramer, 2011). Thus, we will analyse and discuss the compatibility of the assumptions behind the 

CSV theory, with the reality of the formal institutional framework of the Indonesian water sector. 

These findings, will be used to analyse the compatibility of GLL, that pursue a CSV strategy, and 

the formal institutional framework of the Indonesian water sector.  	  

	  

In order to understand the complexity of the formal institutional framework of the Indonesian water 

sector, we will draw on developmental state theory by Peter Evans (1989) and Tuong Vu (2007), as 

well as Lindsey Whitfield and Lars Buur (2014), who all provides theoretical and analytical tools to 

understand the role of formal institutions in EM, and their ability (or lack of the same) to foster 

successful development. Thus, we will use these developmental theoretical tools to analyse the 

current state of the Indonesian water sector, in order to access the challenges and possibilities these 

provide for the implementation of GLL solutions and their CSV strategy. 	  

	  

However, we are also aware that this analysis and theoretical pairing, is not a fully exploitative 

study of all CSV practices. We focus on the main assumption, that an enabling location is a pre-

condition for CSV, and compare it to the reality of the Indonesian institutions. Thus, we admit, that 

other qualities and aspects of the CSV theory, might influence the success of a CSV strategy. 

However, we deem the type of formal institutions and enabling location present in the host country, 

as being at the forefront of this success. 	  
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We will unfold our research and findings in the following manner; After having stated our 

methodological view and approach, the theoretical foundation as well as our derived theoretical 

model will be presented and explained in detail. We will then take a closer look at GLL, as well as 

the overall institutional environment in Indonesia, where particular attention will be given to the 

formal water institutions. This, will be followed by a four-step analysis, where we exploit and apply 

our theoretical model, by looking at the Indonesian state formulation process and the current formal 

institutions at an overall level, while we in the second part turn to the specific institutional 

environment of the formal water institutions. These findings will then be used to compare, if there 

is a match between the formal Indonesian institutions and the CSV assumption of an enabling 

location, before we finally apply the specific case of GLL and their CSV approach on the same 

findings and assess their compatibility. The four-step analysis will enable us to answer our research 

question, as well as discuss possible spillover into other aspects of GLL’s CSV practice, as well as 

make suggestion for how this institutional influence can be further operationalised in a CSV theory.    	  

4. Methodology and Method 
	  
In this chapter we will present our methodological stance as well as the methods utilised throughout 

this dissertation, and explain the reasoning behind our choices. First, we will explain why we 

believe that a critical realist philosophical stance will lead us to answer our research question in the 

most effective manner. We will then present our research approach as well as the strategy chosen 

for this dissertation. Thirdly, the data collection and the reasoning behind our approach will be 

explained in order to finally account for the validity and reliability hereof. 	  

	  

4.1 Outline of our Methodology and applied Methods	  

	  

Methodology is the foundation of our dissertation. It is methodology that will determine the nature 

of our research, our analysis and the type of conclusions we will draw. In order to secure that our 

methodological framework is well structured and coherent, we rely on Saunders’ “Research Onion” 

(Saunders et al., 2009). The main advantage of taking our point of departure in the Research Onion 

is that it takes us through a process, where we gradually peel of the layers of the onion, in order to 

arrive at the core of our methodology, which is the data collection and data analysis (Saunders et 
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al., 2009). Working our way from the outside in, the layers of our methodological framework are 

the following: research philosophy, research approach and research strategy. 	  

	  

Consequently, we will follow the same structure in the construction and description of our 

methodological framework in the following sections. However, we also recognise the simplistic 

characteristics of the Research Onion and acknowledge that: “the practical reality is that a 

particular research question rarely falls neatly into only one philosophical domain as suggested in 

the ‘onion’ ” (Saunders et al., 2009, p. 109). Thus, we will review our methodology in the context 

of our chosen case, as we do not believe that methodology is a cookbook prescription, which can be 

applied universally. Contrary, we believe that methodology is depended on the nature of the object 

of study, and is thereby context specific (Sayer, 2000).	  

	  

4.2 Research philosophy 	  

	  

The first layer of the Research Onion is that of ‘Research Philosophy’ (Saunders et al., 2009). This 

section will outline the ontology and epistemology of our dissertation, which together forms our 

philosophy of science. A philosophy of science permits the reader to understand important 

assumptions about how we perceive the world, and consequently the type of dissertation that we are 

writing. Saunders et al. (2009), argues that it is of “practical benefit to understand the taken-for-

granted assumptions that we all have about the way the world works” (ibid., p. 109). Moreover, an 

awareness of our philosophical stance is necessary to build an appropriate research strategy, which 

is capable of answering our posted research question through appropriate analytical tools (ibid.). 	  

	  

4.2.1 Ontology 	  

	  

By outlining our ontological stance we wish to clarify how we see the world or in the words of 

Saunders et al (2009): “Ontology is concerned with the nature of reality” (ibid., p. 110). According 

to Saunders et al., this nature of reality can be either be objective or subjective (ibid.). In accordance 

with our research, we believe that “social entities exist in reality external to social actors” (ibid., p. 

110). Thus we will deploy an objective ontological stance, where we acknowledge that there exists 
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a world outside of the empirical data that we encounter throughout this dissertation (Fletcher, 

2016). 	  

	  

Consequently, we adhere to the infamous “Critical Realism Iceberg Metaphor” (Figure 1), where 

we believe that reality can be stratified into three levels; the Empirical Level where we can collect 

our data, the Actual level where events occur outside of our observations, and finally the Real Level, 

where causal mechanisms within structures and objects causes events to happen at the empirical 

level (ibid.). Hence, it is our belief that our collection of data and data observation happens at the 

empirical level, while we try to uncover the related mechanisms at the Real level. We also 

acknowledge that events will also occur at the Actual Level outside our observation.  

	  

Figure 1: Critical Realism Iceberg Metaphor 	  
	  

	  
Source: Fletcher, 2016	  

4.2.2 Epistemology	  

	  

Epistemology gives attention to how knowledge is acquired, and what knowledge is constituted of. 

In accordance with our ontological stance, a critical realist approach is chosen, as we recognise that 

there are dynamics of reality that we cannot see or understand without an in-depth analysis; 

“Critical realism claims that there are two steps to experiencing the world. First, there is the thing 
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itself and the sensation that meets our senses” (Saunders et al., 2009, p. 115). Thus, the critical 

realist scholar Bhashkar argues; “That we can identify what we do not see through the practical and 

theoretical processes of the social sciences” (Saunders et al., 2009, p. 115). 	  

	  

Our ontological stance as well as the above assumptions will guide the way we acquire knowledge 

throughout our research. Consequently, we have to uncover the detailed social structures within the 

formal water institutions in Indonesia, in order to understand the challenging mechanisms that GLL 

will have to take into account, when pursuing a CSV strategy. Interpreting the formal institutions, 

only through observation would be insufficient and thereby misleading for Grundfos Indonesia, and 

thus, a detailed understanding of the systemic interplay is necessary. 	  

	  

To summarise, we adopt an objective ontological approach as our vantage point for this 

dissertation. In terms of epistemology, a critical realist approach is used. We deem these views most 

suitable for answering our research question, as we wish to uncover systemic mechanism that could 

be important for GLL and their CSV strategy. 	  

	  

4.3 Research approach	  

	  

We are now moving into the second layer of our Research Onion. When conducting a scientific 

research, it is relevant to decide upon a research approach; deductive or inductive. As the following 

section will show, we will work primarily from a deductive approach, as our dissertation takes its 

point of departure in the CSV theoretical assumption that an enabling location is necessary for a 

CSV strategy to succeed (Porter & Kramer, 2011). 	  

	  

The overall structure of our research approach has been summarised in Figure 2. Firstly, we start 

from the theoretical stance that an enabling location is a necessity for a successful CSV. Secondly, 

we believe that in EM’s, there is a lack of enabling formal institutions. Thus, we wish to 

operationalise the relationship between formal institutions and an enabling location for CSV 

practices. Thirdly, the latter is done through the application of developmental state theory, as this 

institutional approach is particularly well-suited to uncover underlying mechanisms (The Real layer 

of our CR iceberg - See Figure 1) of the current state of the formal Indonesian water institutions. 

This will be accessed through primary and secondary data (The Empirical Layer of our CR 
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Iceberg). Fourthly, we will use our findings of this assessment, in order to analyse the compatibility 

between the CSV assumption and the formal Indonesian water institutions. Finally, we will use the 

outcome of this deductive approach, in order to discuss implications and amendments to CSV 

theory. 	  

	  

Figure 2: Deductive Research Approach	  

	  

4.4 Research strategy 	  

	  

We have now peeled the outer two layers of the research onion by defining the research philosophy 

and the research approach of this dissertation. To proceed to the data collection and the data 

analysis, the core of our methodology, we will hereby determine our research strategy. A sound 

research strategy should enable us to answer our research question and reach our objectives in the 

best way. 	  

	  

4.4.1 Purpose of research 	  

	  

The first step to establish our research strategy, is to define the main purpose of our dissertation, 

which is in line with our research question; “How does the formal institutional framework of the 

Indonesian water sector affect the possibility of Grundfos LifeLink to implement a Creating Shared 

Value strategy?”. Thus, the purpose of this dissertation is to describe, analyse, and understand the 
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formal water institutions in Indonesia, in order to compare them with the CSV assumption of an 

enabling location, as well as explain these relations. Consequently, this study is defined as 

descripto-explanatory, where description is utilised as a precursor to explanation (Saunders et al., 

2009). 	  

	  

4.4.2 Time horizons 	  

	  

Saunders et al. (2009) defines cross-sectional studies “to be a snapshot taken at a particular time” 

(ibid., p. 155), which is the case for this dissertation, as the formal  Indonesian water institutions are 

subject to continuous change. Therefore, this research might look differently if conducted in another 

time frame. For the purpose of this dissertation, we will concentrate on the current institutional 

setting and the mechanism that are a part of it. However, as previously stated, we also apply a 

historical institutional approach to uncover and to reach an understanding of the current formal 

institutional setting in the water sector in Indonesia. 	  

Nevertheless, the research study in itself concentrates on a current snapshot of these institutions and 

GLL. Thus, we adhere to a cross-sectional time horizon in our case study.	  

	  

4.4.3 Case Study (Look into Robson, Yin)  	  

	  

According to Yin (2009), a case study is “an empirical enquiry that investigates a contemporary 

phenomenon in depth and within its real-life context, especially when the boundaries between 

phenomenon and context are not clearly evident” (ibid., 2009. p. 14). Similarly, Robert Stake 

argues that in a case study, “the object of study is a specific, unique, bounded system” (Stake, 2008, 

p. 443). Thus, we deem the case study the best research approach to fulfil the purpose of our 

dissertation, and the best way to provide a nuanced and empirically rich dissertation. As a 

consequence, this dissertation will undertake a single-case study (Yin, 2009), with a focus on 

Grundfos Indonesia and the implementation of the GLL solution in the formal Indonesian water 

sector, and in order to answer the research question. 	  

	  

Case studies have not always been scientifically accepted, and there are still some scholars that see 

this research method as a last resort (Yin, 2012). The primary critic has mostly focused on the 
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argument that, case studies were not scientific, as they have no generalisable merit (Flyvbjerg, 

2001). Indeed, the single-case study goes in-depth with a single research field, and thereby the 

result may seem limited and only linked to this particular case. However, “the case study is 

preferred in examining contemporary events, but when the relevant behaviors cannot be 

manipulated” (Yin, 2009, p. 11). Thus, we utilises a single-case study approach, in order to gain 

relevant insights into the current formal water institutions in Indonesia, and how they pose a 

challenge for GLL and their CSV strategy.  	  

	  

In line with the single case study, we acknowledge that this method demands good justification if 

wanting to make generalisation (Yin, 2012). Indeed, the study is limited and can only bring 

attention to some particular areas. However, we believe that the case of GLL and the formal 

Indonesian water institutions enables us to draw important conclusions, which is not only relevant 

to this particular case, as it links empirical evidence and theories with practice. Thus, we make 

analytical generalisations in order to expand or generalise theories (Yin, 2012).	  

	  

However, Flyvbjerg argues that one of the benefits of using case studies, is that the results bears 

important trails of phronesis (Flyvbjerg, 2001). Similarly, Yin adds that, “analytical generalizations 

depend on using a study’s theoretical framework to establish a logic that might be applicable to 

other situations” (Yin, 2012, p. 16). Thus, we believe that the results of this case study should 

simply be seen as claims that are subject to further development, rather than ‘proof’ (ibid.).	  

	  

The case of GLL and their implementation of CSV in Indonesian has been chosen as GLL has been 

acknowledged of being a sustainable and innovative company, when it comes to working with 

societal issues in EM (Grundfos (g), Webpage). Furthermore, GLL is concerned with sustainable 

water supply, which is at the top of the global developmental agenda, and part of the SDGs (United 

Nation (b), Webpage). Thus, GLL is a prime example of how CSV in the water sector can be 

practiced. Furthermore, we will focus on their engagement in the Indonesian market, as Indonesia is 

an EM, with severe water issues, despite abundant renewable water resources and a relatively 

strong economic development (Horn, 2016). Thus, we believe that Indonesia proves an unique case 

in terms of investigating the influence of formal water institutions on the type of enabling location, 

that Porter and Kramer (2011) deems necessary to pursue CSV. Finally, we have obtained specific 
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knowledge of both the Indonesian formal water institutions as well as Grundfos Indonesia, when we 

worked and lived in Indonesia during the fall of 2015. 	  

	  

4.4.4 Qualitative research  	  

	  

We will for the purpose of this dissertation use qualitative data collection techniques, in order to 

obtain a detailed understanding of the mechanisms playing an important role in the formal 

Indonesian water institutions. 	  

	  

Through our case study we wish to see how the formal institutional context of the water sector in 

Indonesia affects the possibilities of GLL to pursue a successful CSV strategy, in the type of 

location that these institutions facilitate. As mentioned above, the ontological stance is concerned 

with the nature of the reality, where the epistemological stance tries to interpret the knowledge and 

the data collected. Consequently, the understanding, that we can make out of our qualitative data 

will be crucial, as we will be able to connect the dots, more specifically the relations and 

mechanism that occurs between Grundfos Indonesia, the government of Indonesia (GoI), and other 

relevant players in the Indonesian water sector. Thus our qualitative data is what we can gather at 

the Empirical Level, in order to analyse and understand what happen at the Real level (See Figure 

1).     	  

	  

Bryman argues, “Qualitative research is a research strategy that usually emphasizes words rather 

than quantification in the collection and analysis of data” (Bryman, 2015, p. 392). Thus, this 

dissertation is searching to give more detailed and in-depth understanding of a phenomenon that 

cannot solely be analysed through the means of qualitative data application. We deem that our case 

and purpose of research is too complex to such quantitative testing. 	  

	  

4.5 Data collection 	  

	  

In the following part, we will highlight the method used for the data collection process. As stated 

above, this dissertation applies qualitative data. In order to secure strong empirical findings, we will 
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rely on semi-structured qualitative interviews, primary data, and secondary data collection. In the 

following part we will make a detailed explanation of how we will utilise our collected data. 	  

	  

4.5.1 Qualitative interviews 	  

	  

In our methodological clarification, we stated that data collected at the Empirical Level (see Figure 

1), is events that are observed through human observation. Thus, according to Kvale “qualitative 

interview is a key venue for exploring the ways in which subjects experience and understand their 

world. It provides a unique access to the lived world of the subjects, who in their own words 

describe their activities, experiences and opinions” (Kvale, 2007, p. 13). Furthermore, Kvale 

believes that an interview should proceed as a conversation about a common interest between 

interviewee and interviewer. In this respect, we will try to create a natural ‘relaxed’ atmosphere, 

while using multiple interview techniques in order to grasp as many details about the interviewer as 

possible (Kvale, 2009). Conforming to this kind of interviews, Kvale argues that there are no 

obligatory techniques or rules to follow when conducting semi-structured interviews, which will 

allow us to be flexible and adapt our interview to different situations, as interview situations are 

continuously dynamic (ibid.). 	  

	  

It is worth mentioning that semi-structured interviews allows, for the production of new knowledge, 

rather than simply reproducing information. This knowledge is constructed through the 

interpretation of views that are stated and directed through questions and answers. Thus, Kvale 

highlights the importance of an interview guide (Kvale, 2009). Nonetheless, semi-structured 

interviews will allow us to ask additional questions, leaving out less relevant questions or changing 

the order, according to the progress of the interview. 	  

	  

The motivation behind the choice of conducting semi-structured interviews was to enable and create 

a consistency in the topics of conversation while capturing complexity through the interviewee’s 

answers (Bryman & Bell, 2011). Semi-structured interviews allows interviewees to talk about the 

topic, the episode or issue that is of particular interest to the interviewee, while leaving room to 

generate spontaneous items (Bryman & Bell, 2011). In this respect, semi-structured interviews are 

in line with our research philosophy, which will permit us to determine and understand the 
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interviewee’s perception of CSV, operating in EM’s, and the challenges and opportunities of 

dealing with the formal institutions of these markets.  	  

	  

In relation to our research we will conduct three interviews. One will be held face-to-face, one via 

Skype and the last one by telephone. We will for the three interviews make individual interview 

guides, as the respondents plays different roles for our dissertation and as we have different 

purposes for them. Nonetheless, for the three interviews, we will make use of open- ended 

questions, as well as probing and laddering techniques  (Easterby-Smith et al., 2012)   	  

	  

Introduction to our respondents 	  

	  

In the following section, we will present our respondents and give an explanation of why we have 

decided to target these particular individuals, along with an explanation of how we believe they can 

contribute to answer our research question. It is worth mentioning that our initial idea was to find 

interviewees that didn’t necessarily have the same point of view, in order to secure a full scope of 

our case study. We acknowledge that we, in our interview with the Danish Red Cross (Røde Kors, 

RC), will have to give attention to the fact that the two interviewees might have different 

perspectives, thus different answers to our questions. Moreover, they might leave out information if 

they do not feel that it can be shared in front of the other. For all three interviewees we chose to 

take initial contact by e-mail, which we had received through our internal network. Furthermore, we 

have been given permission to record all of the interviews, which are available upon request. As a 

backup to the recordings and for the purpose of this dissertation we will take notes and make 

detailed summaries (Appendix B, D, F).	  

     	  

Gert Borrits is the CEO of Grundfos Indonesia. During our Internship at the Danish Embassy in 

Jakarta, we encountered and created social bonds with Gert Borrits, who was eager to tell us about 

GLL and in particularly the plans to implement the GLL solutions in Indonesia. Gert Borrits is an 

important player for the purpose of this dissertation, as he will permit us to understand the 

complexity of the Indonesian water sector as well as the challenges that occurs, when Grundfos is 

doing business in Indonesia, and more particularly the Indonesian water sector. Furthermore, he can 

explain what they do to avoid or respond to institutional shortcomings, such as corruption and lack 

of capacity. Moreover, Gert Borrits is able to explain, how Grundfos’ local players operate. He is 
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furthermore, the primary person to implement the GLL solutions in Indonesia, and thus he has to 

practically manage what we try to uncover through theoretical means.  	  

	  

In this respect, it is interesting to learn and understand how Peter Hansen, the Managing Director of 

Grundfos LifeLink, sees the development of the GLL solutions, from the initial purpose in 2009 

(Grundfos (m), Webpage) to the current vision and mission of GLL. On top of that, Peter Hansen 

will be able to give us his understanding of CSV in the context of GLL and explain his thoughts 

behind the implementation of the pumps in Indonesia. We found challenges in obtaining access to 

an interview with Peter Hansen and in general the GLL headquarters. However, we acknowledge 

that Peter Hansen possesses a powerful position, which as Kvale highlights can create a certain 

asymmetry during the interview (Kvale, 2007).	  

	  

Finally, our last interview with Malene Pontoppidan, the Donor Liaison Officer and Jeanette 

Bækmark, the Country Representant for Kenya, from the Danish Red Cross (Røde Kors), will give 

us an external stakeholder perspective on GLL and their CSV strategy. They have both been 

working with the implementation of the GLL solutions in the initial project in Kenya and might 

therefore provide us with practical on-the-ground experience, and give insights into possible 

complications that arise when implementing GLL solutions and CSV projects, in terms of local 

communities and broader societal implications, due to their NGO role.  	  

	  

Thus, the purpose of this interview is to gain knowledge about the role and the impact of the Danish 

RC in the initial implementation project of the GLL, and how they perceived the initial project. 

Moreover, we are eager to understand their perception of the CSV, as well as the promise of CSV to 

deliver a win-win situation for all parties involved.   	  

	  

Interview guide	  

	  

As mentioned above, we will conduct semi-structured interviews, which allows for flexibility in the 

conversation. We will in the following part, make a detailed presentation of our interview guide, in 

order to provide a better understanding of the process in which we wish our respondent to answer, 

as to secure relevant information to answer our research question in the best manner. It is worth 

mentioning that the interview guide is a way to ensure that we encountered all assumptions of our 
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theoretical framework and model, and it should not be viewed as strictly step-by-step outline of the 

actual interviews themselves. The interview guides themselves have been attached as appendices 

(Appendix A, C, E).	  

	  

As stated earlier, Kvale (2007) argues that there is no universal guide on how to conduct semi-

structured interviews. However, we recognise that in order to reach the purpose and capture the 

complexity of our interviewees’ answers, it is important to formulate and present the theme that will 

be investigated (Kvale, 2007). Thus, the respondents were introduced to the scope of the interview 

and the purpose of our research. This is meant to put the interviewees at ease. The objective of our 

interviews is to understand and discuss the function and the vision of the GLL solution, the 

Indonesian water sector and its formal institutions, as well as their knowledge about the CSV 

concept. These three themes are present in the three interview guides and is interlinked with our 

theoretical foundation namely, CSV and Developmental state theory.	  

 	  

The distinct focus changes according to the interviewee, as the respondents have different 

knowledge and roles. For instance, for the interview with Gert Borrits, CSV will not be at the centre 

of our guide, contrarily to the interview with Peter Hansen and Malene Pontoppidan and Jeanette 

Bækmark. However, it is recurrent that the topic of CSV will be placed in the middle or at the end 

of our interview, contrarily to the setup of our theoretical foundation. This is based on the fact that 

CSV is of a more controversial topic, as it questions Grundfos’ integrity and societal duties and 

wishes. Thus, we find it important to establish trust and equal references and understanding before 

going into a more disputatious theme. 	  

	  

In conclusion, qualitative semi-structured interviews will be conducted in order to gather our 

primary data. The primary data for the purpose of this dissertation is supposed to give us an insight 

of the mechanisms and challenges that lies in following a CSV concept when operating in a 

developmental state institutional setting. Moreover, the four interviewees will distinctly be chosen 

in order to obtain a thorough overview of their take on the topic and the relationship that they as 

organisations and institutions have to each other.  	  

	  

Transcription of primary data	  

	  



21	  

As mentioned above, we have decided to make summaries (Appendix B, D, F) for all interviews 

based on audio recordings, in order to guarantee for the academic validity. We will in the 

summaries extract the most recurrent and important points of the interviews that are directly related 

to our research. We acknowledge that we could have utilised a method of full interview 

transcription. However, for the purpose of this dissertation, a transcription would have been very 

time consuming, while knowing that we are not making a discourse analysis, where details and the 

language used has important implications for our stated research question and chosen methods. 

Moreover, none of our interviewees are native English speakers. Thus, we have decided to conduct 

the interviews in Danish, in order to extract sensible details or explanations that could have been 

lost in translation and miscommunication. Furthermore, we deemed that by holding the interview in 

the interviewees’ mother-tongue, we will establish a more relaxed atmosphere, and thereby increase 

the possibility of gaining the trust of the interviewees.	  

	  

4.5.3 Secondary Data	  

	  

For the purpose of this dissertation, the secondary data served as a supplement to our empirical 

findings. This is necessary data for this research as there are factual data such as the Indonesian 

institutional and historical set-up. Moreover, the data retrieved from our primary data might be 

biased and thus the primary data and secondary data together give a more accurate picture and are 

hence easier to analyse.	  

Our secondary was collected by retrieving and conducting research through multiple data sources, 

such as articles, books, reports, forecast, statistical databases and material received from Grundfos 

Indonesia. For the case of Grundfos and Indonesia we have mostly used websites and online 

statistical databases.   	  

	  

4.6 Data analysis	  

	  

The following section provides details about our data collection and data analysis, which will be 

performed through a multi-method qualitative study. Here, we will use different sources of 

qualitative data and modes of analysis (Saunders et al., 2009).	  
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Our analysis will follow a step-by-step approach. First, we will use our institutional stance to 

analyse the Indonesian institutional set-up with a macro-perspective, where we will assess the 

overall formal institutions of the Indonesian market. Thus we will plunge into its historical 

development of developmental state types, linking it to the present internal institutional 

organisation, as well as their external ties to the business sector. Secondly, we will perform a micro-

level analysis, where we will perform the same analysis in terms of the specific formal institutions 

governing the water sector in Indonesia, in order to derive the type of enabling location for CSV 

they entail. Thirdly, we will use our derived findings to make an assessment of the compatibility 

between the formal institutional setup of the water sector and the CSV assumption of an enabling 

location. Finally, we will make the same assessment of location and CSV compatibility, regarding 

GLL and the formal Indonesian water institutions in order to assess and discuss the compatibility 

between GLL’s CSV strategy and the type of enabling location that the formal water institutions 

form in Indonesia. Thus, our data analysis will follow our deductive research strategy (see Figure 

2). 	  

	  

In summary, this cross-level approach allows us to reach a deeper analysis and understanding the 

interlinked relationship (The Real Level - See Figure 1). Thus, our data analysis will create links 

between our theoretical model and its CSV assumptions, and our actual case; GLL in Indonesia.    	  

	  

4.7 Reflections on research approach 	  

	  

Our research approach is thoroughly characterised by a strong analytical setup, where we will cross-

examine and analyse our empirical data on a variety of levels in the light of our derived theoretical 

model. We admit that despite a limited gathering of primary data, due to geographical and cultural 

challenges, our research and dissertation has merit due to its structured and cross-level analytical 

method. 	  

	  

Furthermore, we will throughout the dissertation change our stand towards CSV as the primary 

theoretical source of this dissertation, due to the fact that the CSV theory lacks concrete variables 

and concepts, which can be thoroughly operationalised. Instead, we will take the CSV main 

assumption (and paradox) entailed in the demand of an ‘enabling location’ and put it as our CSV 

anker. Consequently, we will not provide a fully exploitive study of the overall CSV concept, but 



23	  

we do perform a structured and in-depth analysis of its main assumption. We believe that the 

analysis will enable us to discuss possible effects on other concepts entailed in the CSV framework 

(Chapter 11), which has not been treated analytically throughout the assignment. 	  

4.7.1 Reliability	  

	  

Reliability refers to whether or not our data collection techniques and analysis procedures will 

produce consistent findings if replicated (Saunders et al., 2009). Thus, we need to reflect on the fact 

that our research might be subject to participant bias, as some interviewees can be influenced by 

their surroundings, such as their management, their colleagues or their loyalty to their position 

(ibid.).  	  

	  

Indeed, we acknowledge that the interviews that will be conducted with Grundfos employees might 

be pro-Grundfos and thereby honour Grundfos’ practices, particularly when recognising that the 

two interviewees are highly ranked within the organisation. On the other hand, we also recognise, 

that our interview with Malene Pontoppidan and Jeanette Bækmark might be agents of more 

criticism towards Grundfos, as the RC and Grundfos were not on the same path while collaborating 

in Kenya (Red Cross, Appendix F). Hence, we try to formulate interview guides that permit 

professionalism, when reviewing the case, which can give us considerable credibility to answer our 

research question.	  

	  

Moreover, we recognise that our research is subject to change, as the dimensions that we have 

decided to study are dynamic entities. For instance the GoI is constantly changing and developing 

and so is Grundfos as a company. The focal point of this research; LifeLink products are not yet 

implemented in the Indonesian market. Hence, a study taking the same dimensions as focal point at 

a later stage, will probably make different conclusions, as knowledge about how and when the 

products will enter the Indonesian water sector will already be in place.	  

	  

4.7.2 Validity	  

	  

Validity refers to “whether the findings are really about what they appear to be about” (Saunders, 

2009, p. 157). Throughout this dissertation, we will try to understand external mechanism, the 
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formal water sector of Indonesia, and how it challenges Grundfos Indonesia’s ambition of CSV 

through the introduction of GLL. In order to secure validity, we will use critical realism and a 

qualitative data research approach, in the form of secondary data. We have unfortunately not had 

the chance to perform a field study in Indonesia. Moreover, we believe that interviews conducted 

from a distance with key individuals from the GoI, might create validity challenges, as transparency 

is limited and cultural differences important, which is hard to overcome at long distance interaction 

(Desai & Potter, 2006). 	  

	  

In terms of the case study of GLL, we deem the qualitative nature of our primary and secondary 

data valid to answer our research question. We will use this data in order to understand the hidden 

mechanism that might exist between the different players. It is worth mentioning, that our 

secondary data, in the form of academic studies, high quality reports and multilateral data banks, 

are sources from academia and acknowledged multilateral organisations. Moreover, Grundfos 

Indonesia and GLL has provided us with relevant reports that give us the possibility to go deeper 

into Grundfos’ strategy. Hence, we believe that the validity of our research is ensured for making 

and giving additional knowledge into this matter.	  

	  

When this is stated, we realise that the relationship between theory and empirical data can be 

questioned, as there might be multiple ways and dimension in how to answer our research question. 

Thus, other dimensions related to the case study could have been studied differently. We have made 

a conscious choice about our chosen method and theory, as we believe that it is in compliance with 

the dimensions that we have studied and what we present in the analysis.	  

	  

As mentioned above, our research’s focal point is subject to change and is very context specific. We 

have chosen a particular point in time and a distinct market, where the actors, the sector and the 

context are unique. Therefore we recognise that this case study is not directly applicable in another 

context, such as another country or sector. That is to say, other researchers may not reach the same 

conclusions as we do. Thus, our qualitative method will not permit us to conclude on systematic 

patterns. Hence, we are less concerned with the need to generalise our findings. However, we 

believe that there are some interesting learnings that can be extracted from the research and used for 

further research, such as the challenges occurring when conducting creating shared value in a DC 

with complex formal institutions. 	  
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In order to circumvent the pitfall of misunderstanding, we have made every effort to disclose all 

relevant information in order to provide our readers with transparency to the greatest extent 

possible.	  
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5. Theoretical Foundation: The link between Creating Shared Value 

and developmental state theory 
	  

In this chapter we present our theoretical framework, which will be used in the analysis and 

discussion of this dissertation. As the goal of our theoretical agenda is to assess the compatibility 

between the formal Indonesian water institutions and the GLL’s wish to pursue a CSV strategy, we 

will build a theoretical model, that can detect possible institutional challenges, and assess how they 

affect the location in which GLL will implement a CSV strategy. Thus, our theoretical model builds 

on main assumptions of the CSV theory by Porter and Kramer, in terms of their institutional 

assumptions, as well as developmental state theory by Vu and Evans, and insights from Whitfield 

and Buur, who all provide institutional insights that can help facilitate our analytical agenda. The 

chapter will furthermore, provide the theoretical foundation of our chosen theories, in order to 

provide a context of our framework. 	  

	  

5.1 Outline of the Theoretical Foundation 	  

	  

The following sections will outline the main theories, which we have used to build our theoretical 

model, as well as a short introduction to their theoretical foundation. As previously stated we focus 

on CSV theory by Porter and Kramer, as well as developmental state theory, where we have drawn 

on the insights of Vu (2007), Evans (1989) and Whitfield and Buur (2014). When put together, 

these theories enable us to understand the underlying mechanisms that form the location in which 

GLL will implement CSV. Our theoretical model, and the relations between our theoretical inputs, 

can be illustrated in the following manner: 	  
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Figure 3: Our theoretical Model	  

	  
	  

The following chapter will present the theoretical foundation of this dissertation, where we outline 

the theoretical background of our chosen theories, as well as go into depth with each of them and 

explain key concepts and assumptions. We will start out by presenting the CSV component of our 

theoretical model, as well as outline the key critiques of the framework, as these are important to 

our analysis and following discussion. Afterwards, we will move into institutional theory, and 

developmental state theories, where we also provide a theoretical background, as well as explain 

key concepts and assumptions. Finally, we provide an account of our chosen theoretical model, as 

well as the causal mechanisms entailed in it. 	  

	  

5.2 Introduction to Creating Shared Value	  

	  

We will in the following sections focus on the concept and theory of CSV and the assumptions that 

it entails. Before going into detail with the theory itself, we will outline, what we have identified as 
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being its academic foundation. We will throughout this section concentrate on DC and EM, as this 

is the scope of our case study. Thus, we will first look into the role of foreign companies in a DC 

context. Thereafter, we will look into how CSV has emerged and finally we will identify its main 

characteristics. 	  

	  

5.2.1 FDI and developing countries: The role of the firm	  

	  

There has in recent years been a trend among international business scholars, to focus on the change 

in companies’ behaviour in the global marketplace, especially when it comes to their increased 

engagement in DCs (Prahalad & Hart, 2002). The rapid rise of FDI, particularly in DCs, is at the 

base of the discussion of whether or not FDI can contribute to DCs overall growth. For this, it is 

fundamental to understand the mechanisms behind the possibilities and the challenges that these 

markets represent.   

	  

Prahalad and Hart (2002), emphasise in their infamous article “The fortune at the Bottom of the 

Pyramid” the inclusive business model, which implies that there are growth opportunities in the 

Bottom of the Pyramid (BoP), as these markets are untapped. Hence, there is great possibilities for 

creating rapid growth and profit while serving the poor (ibid.). In this perspective, they believe that 

commercial development can contribute to poverty alleviation, as well as boosting the bottom line 

of MNCs, and secure a better stability and health for the global economy (Prahalad & Hart, 2002).	  

	  

However, the BoP literature highlights the importance of companies to change their strategy and 

their view on DC’s, as they have to sell to “the poor and helping them improve their lives by 

producing and distributing products and services in culturally sensitive, environmentally 

sustainable, and economically profitable ways” (Prahalad & Hart, 2002, p. 2). Thus, MNCs have to 

change their business model, and embrace the BoP segment as an opportunity to operate in the 

biggest market, rather than an exploitation field, where they can sell cheap and low-quality products 

(ibid.).   	  

	  

For this matter, Prahalad and Hart (2002) highlight that MNCs need to collaborate with “local 

governmental authorities, nongovernmental organizations (NGOs), communities, financial 

institutions, and other companies” (p. 6), in order to create a commercial infrastructure, which is 
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tailored to the company's specific needs. This will permit MNCs to combine their advanced 

specialisation with local insights, rather than to create alliances for the sole purpose of creating 

profit only and break into a new market. This collaboration, according to Prahalad and Hart, will 

improve MNCs credibility (ibid.).	  

	  

Similarly, Brugmann and Prahalad (2007) view these collaborations as part of a trend towards co-

creation, where businesses, NGOs or grassroots organisations create hybrid business models suited 

to the very different conditions for commercial and social success when dealing with the BoP 

segment. According to Blowfield (2012) the mantra of the concept co-creation is that, in order for a 

company to be profitable in a developing market, unconventional business models are required, not 

only in terms of understanding the market, or designing products, but equally in the collaborations. 	  

	  

However, some scholars argue that local partners in DC’s lack relevant experience to pursue well-

functioning partnerships with the company in question (Forsgren, 2002). In certain situations, 

MNCs take advantage of local companies, in order to tap into the market, enjoy the benefits of an 

untapped market, and keep protecting their proprietary knowledge and technology (ibid.). FDI can 

lead to crowding out effects of domestic firms by distorting the competition and thereby 

discouraging domestic entry (Blomström & Kokko, 2003). Thus, MNCs secure the bulk of the 

economic growth for themselves, which consequently deepens underdevelopment (Cypher & Dietz, 

2009 ). Similarly, Blomström and Kokko, (2003), highlights that many MNCs misuse their power 

and restrain the local firm’s possibility of absorbing linkages and spillover effects. Furthermore, 

Giroud and Scott-Kennel (2009) define linkages and spillover effects as externalities (positive and 

negative) that arise by the presence of MNCs in host countries. Hence, potential benefits of FDI in 

developing host countries are not automatic results.  	  

	  

In light of the arguments above, the significant question is not simply, whether businesses have an 

impact on human development, but whether it can and should be held accountable for enabling or 

preventing development (i.e. positive externalities)? Companies might create jobs, but in order for 

the business to be a true development agent, it needs to take responsibility for the number of jobs it 

creates, their location, and the quality of the job (Blowfield, 2012). In this perspective, Blowfield 

(2012) defines a development agent as a company, an industry, an inter-company alliance, a multi 
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sector partnership, or any other entity where the actions of the private sector are influenced by an 

awareness of development.	  

	  

Still, Walsh et al., (2005), highlights that firms should focus on buying their license to operate. 

Social investment, usually camouflaged under the label of Corporate Citizenship or Corporate 

Social Responsibility (CSR) initiatives, often constitute the licensing fee. Similarly, London and 

Hart (2004), highlight the importance of societal performance. They argue that firms without a 

capacity to appreciate and create social value or to become locally embedded in the social 

infrastructure that dominates low-income markets may struggle to overcome their liability of 

foreignness.	  

	  

5.2.2 CSV emerging from a critique of CSR	  

	  

As mentioned above, CSV constitutes the main part of our theoretical framework. However, CSR 

has played an important role among business practitioners as well as in the business literature. In 

this respect we believe that it is important to understand and clarify the practice of the well-known 

CSR, as the CSV framework emerged based on a critique of CSR. Porter and Kramer (2006) 

criticised CSR for ignoring business and strategy elements, which in their perspective, limited the 

value creation of both the company itself, as well as  the society it operates in (Porter & Kramer, 

2006). They argue that companies pursuing CSR activities are detached from innovation 

possibilities and competitive advantages, as companies view CSR as being a “constraint, or a 

charitable deed” (Porter & Kramer, 2006, p. 80). Porter and Kramer stress that the manifestation of 

CSR activities emerged as a response to the increased attention towards negative externalities 

(pollution, carbon emissions, energy use or waste) that the activities of MNCs in DCs caused 

(ibid.).	  

	  

Companies were not always aware of how far their duties were expected to go. Therefore, CSR 

became a tool for MNCs to demonstrate their social engagement toward the public. Accordingly, 

Porter and Kramer (2006) highlight the cosmetic and falsification of this philanthropy, as CSR 

enthusiasts would justify their practice by highlighting “moral obligation, sustainability, license to 

operate, and reputation” as significant prospects for society, while the essence of it in reality is a 
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marketing strategy (Porter & Kramer, 2006, p. 81). In this manner CSR is solely concentrating on 

what business have done wrong (Porter & Kramer, 2006).	  

	  

Certainly, the aim of CSR has focused deliberately on creating a good reputation for companies, 

which is not necessarily a long-term investment economically or socially (Lüth & Stierl, 2015). Yet, 

CSR has developed and has become more strategic, however the strategic perspective is not 

necessarily targeted to be long-term strategies, it is rather used as a source of marketing (Lee et al., 

2014). Moreover, CSR “focus on the tension between business and society rather than on their 

interdependence” (Porter & Kramer, 2006, p. 83).	  

	  

Nevertheless, Porter and Kramer (2006) acknowledge that not all CSR models ignore this 

interdependence. An example is Responsive CSR, which concentrates on corporate citizenship 

initiatives through corporate contributions that link and create relations between the social issue and 

the company. Nonetheless, there are limitations to Responsive CSR, as these activities are usually 

time-limited and modest (Porter & Kramer, 2006). Consequently, Strategic CSR goes beyond 

Responsive CSR, claiming that; “strategy must go beyond best practices”, thus linking long-term 

social and business benefits (ibid., p. 88). For instance, Toyota has developed a hybrid 

electric/gasoline car, which responds to the competitive market and simultaneously benefits the 

environment (ibid.).	  

	  

Yet, such CSR practices do not include a proactive relationship between the society and the 

company, where both parties contribute and work together (Porter & Kramer, 2006). Thus, Porter 

and Kramer (2011), point out that “the more business has begun to embrace corporate 

responsibility, the more it has been blamed for society’s failures” (Porter & Kramer, 2011, p. 4), 

which have led many political leaders in DCs to be sceptical about FDI. Consequently, Porter and 

Kramer argued that a strategy was needed that facilitated such proactive relationships between 

society and the company, thus CSV was born.	  

	  

5.2.3 CSV: How is it different?	  

	  

The idea of CSV, and more particularly the reciprocal relationship between businesses and society, 

was initially explored through articles published in four academic journals (Porter & Kramer, 1999, 
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2002, 2006, 2011). In their first paper, they attempted to understand how charitable foundations can 

create social value. They concluded, that these foundations need to strategise and prioritise their 

grants and competences, in order to create long-term value and maximise the development effects 

(Porter & Kramer, 1999).	  

	  

In their second article, Porter and Kramer (2002) searched to understand how corporate 

philanthropy, could create social and economic value and be more effective than simple donations 

by cooperating directly with partners. By corporate philanthropy, Porter and Kramer (2002) 

referred to the act of businesses promoting the welfare of others. As a solution they recommended 

context-focused philanthropy, which refers to the thought that companies should add higher value to 

society by taking a point of departure in their own competencies, and focus on problems facing 

society and their self-interest (ibid.).	  

	  

In Porter and Kramer’s 2002 article, the two authors found that companies should strategise their 

distinctive strength in order to maximise social and economic value, rather than fostering a image of 

CSR. This inspired the idea of integrating and introducing CSR into a core business strategy, which 

the two authors named Creating Shared Value (Porter & Kramer, 2006). The concept has gained 

growing popularity among scholars and companies (Crane et al. 2014) as well as being incorporated 

into the official EU strategy for CSR (ibid.).	  

	  

5.3 What makes CSV?	  

	  

We have now outlined the theoretical foundation of the CSV as well as its academic roots. Thus, we 

will now go into depth with the theory itself, and explain key concepts and assumptions, which 

highlights the importance of capable and stable institutions for a company to pursue CSV (Porter & 

Kramer, 2011). Before recognising the main characteristics, we will focus on Porter and Kramer’s 

line of reflections that enables this conclusion. This will in particular concentrate on the societal 

issues that exist in developing and EM, which, according to them, should be adhered to by foreign 

companies. Furthermore, in light of the critique that has been targeted towards CSV, we will argue 

that the apparent controversy of the theory itself will be difficult to overcome in a development and 

EM context. This will guide our institutional theoretical foundation.  	  
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Porter and Kramer (2011) define CSV, as “policies and operating practices that enhance the 

competitiveness of the company while simultaneously advancing the economic and social conditions 

in the communities in which it operates. Shared value creation focuses on identifying and 

expanding the connections between societal and economic progress” (ibid., p.6). In other words, 

CSV has a dual function in that it creates economic value by targeting societal needs and 

challenges, thus linking “company success with societal progress” (ibid., p. 4).  	  

	  

For the purpose of this section, it is relevant to understand the definition of value; “Value is defined 

as benefits relative to costs, not just benefits alone” (ibid., p.6). In this perspective, governments 

and the civil society should concentrate on the long-term results that are achieved by companies, 

rather than concentrating on the funds or the economic implications that has been part of the project 

itself (ibid.). 

	  

Porter and Kramer (2011) argue that CSV differs from previous strategic business thinking, such as 

CSR, philanthropy, and sustainability, by putting value creation for society at the centre of the 

company's strategy. The two authors indicate that there are some companies, for instance Unilever 

or Google (ibid.) that combine society and corporate performance in their business activities. 

However, these companies have not yet incorporated the dual contribution of CSV to the core of 

their business strategy, thus excluding the positive linkages that this relationship can create (ibid.).	  

	  

Furthermore, they highlight that economic needs do not solely define the market but societal needs 

should be taken into account in order to create shared value. Hence, they insist that the narrow view 

of capitalism, in which only focus on profit is a concern, has to develop, as this can create a high 

degree of competition, short-term investments, relocation to lower-cost regions etc. (ibid.). Thus, 

companies should look at common values between them and the location they are operating in, 

rather than focusing on how to position themselves in the value chain, without acknowledging that 

societal challenges and weaknesses can damage their value chain (ibid.).	  

	  

Common strategic value creation is the key element in CSV.  According to Porter and Kramer 

(2011) “a shared value lens can be applied to every major company decision” (p.16). However, a 

company needs to be willing to ask the right questions and change its business strategy according to 

the development strategy. However, they mention that the willingness should emerge out of a desire 
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to understand the market, competition, and the economic value creation that can be generated, 

rather than out of charity. Andelin et al. (2015), similarly conclude in their research about CSV in 

the construction industry in Helsinki, that benefits would have emerged at a higher degree if CSV 

were implemented strategically and intentionally.	  

	  

5.3.1 CSV in developing countries	  

	  

Michelini and Diorentino (2012) emphasise that CSV has a higher impact in DC’s, compared to 

developed countries, as there are multiple business opportunities and manifold significant social 

challenges such as, poverty, lack of infrastructure, corruption etc. Thus, the link between society 

and corporations becomes more influential (Michelini & Diorentino, 2012). In this respect, we 

acknowledge a similarity with the inclusive business model, as we saw it in Prahalad and Hart’s 

BoP theory.	  

	  

It is worth mentioning that Porter and Kramer (2011), acknowledge that not all communities are 

suited for development through CSV. Yet, they argue that CSV often is a more efficient practice, 

than what well-intentioned government and social organisations can achieve (ibid.). However, 

Porter and Kramer (2011), specify that the location in which the company operates in is closely 

intertwined with the company’s CSV possibilities.	  

	  

It is, in their perspective, significant that governments enhance and encourage actors to pursue CSV 

in order to stimulate innovation and avoid short-term profits (Porter & Kramer, 2011). Moreover, 

they believe that, governments have the responsibility of securing long-term investment, in order to 

avoid exploitative practices (ibid.). Hence, property rights well established laws, transparency and a 

good government are key factors for the CSV success of a company. Moreover, companies need 

support and trust from the communities where they operate and vice versa, in order to create win-

win scenarios. Indeed, “successful corporation needs a healthy society” (Porter & Kramer, 2006, 

p.83). Thus, an enabling location is a pre-condition for pursuing successful CSV.	  

	  

Civil society and governments have tried to grasp the challenge of social weaknesses, often at the 

expense of companies’ interest, as these were seen as rivals, rather than potential partners (Porter & 

Kramer, 2011). Indeed, a healthy society needs rewarding companies (Porter & Kramer, 2006) and 
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“improving value in one area gives rise to opportunity in the others” (ibid., 2006, p. 7). Hence, 

there are spillover effects that can be realised through CSV. This is highlighted by Lee et al. (2014) 

who conducted a case study on a company transforming from CSR practice to CSV. They noticed 

an improvement in local welfare, incomes, skills and productivity of the society parallel with an 

increase in the company’s revenue, efficiency and product line. Thus, when one side of the equation 

benefits so does the other.   	  

	  

5.3.2 How to CSV?	  

	  

Besides the pre-condition of an enabling location, Porter and Kramer (2011) distinguish three ways 

to create shared value, namely by reconceiving products and markets, redefining productivity in the 

value chain, and building supportive industry clusters at the location where the company is 

operating. They highlight that these three possibilities are mutually reinforcing (ibid.). Moreover, it 

is worth mentioning that these three modes of pursuing CSV are closely linked to the prerequisite of 

an enabling location. Thus, for the purpose of this research, these modes of pursuing CSV, will be 

seen as conditioned by the enabling location. Consequently, we will treat the enabling location as 

our focal point of analysis and, comment on the possible implications the specific Indonesian 

enabling location will have on some of these modes. Hence, for the purpose of this research we will 

make a thorough description of the implications of building and supporting industry clusters in the 

local community as well as reconceiving products and markets. Consequently, we leave out the 

redefining productivity in the value chain aspect, as we do not deem it relevant for the purpose of 

this study, as our focus is on end product and location.	  

	  

Supportive industry clusters	  

	  

As mentioned above Porter and Kramer (2011) highlight the dependent interconnection between 

corporate needs and societal needs. On one hand, companies need well-functioning communities, in 

order to create demand and thereby gain profit but also to obtain a supportive environment. On the 

other hand, communities need businesses for instance to create jobs and contribute to wealth 

creation (ibid.). Furthermore, they argue, that in order to tap in and understand the playing field in 

the best manner, companies should collaborate with local clusters (ibid.). These can be other 

companies, local suppliers, government, trade organisation or NGOs, as these can generate multiple 
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positive incentives for both the society and for the company, as “capable local suppliers help firms 

avoid costs and can reduce cycle time, increase flexibility, foster faster learning, and enable 

innovation” (ibid., p.10). Consequently, clusters will grow stronger and thereby increase the profit 

of the company, which will permit them to employ more people.     	  

	  

A supportive and enabling environment is not only important to the company in question. It is also 

vital that the company access the supportive and enabling environment of the cluster partners 

themselves, as this will have direct influence on the internal transaction cost of the company (Porter 

and Kramer, 2011). However, an unstable cluster environment should not only be seen as a 

hindrance for successful CSV, as a more unstable cluster partner creates a larger space for 

transaction cost optimisation, for instance, technology transfer, support efficiency and education, 

which also creates an opportunity to get significant results (ibid.). Furthermore, they highlight that 

“the most successful cluster development programs are ones that involve collaboration within the 

private sector, as well as trade associations, government agencies, and NGOs” (ibid., p. 15).	  

	  

However, Porter and Kramer (2011), argue that some companies might be able to develop and 

create shared value on their own. Yet, collaborating with local partners can help reach an insight 

and overcome challenges with cut-crossing actors such as, local commercial companies, non-profit 

organisations and the public sector (ibid.). Moreover, Lüth and Stierl (2015) highlight that 

companies will have easier accessibility to political institutions in a foreign market, if trust between 

the cluster partner and the firm is created, as they will be slightly more integrated in the community 

and; “mutual trust decrease transaction cost”, despite the arrival of new competition on the market 

(p.507).	  

	  

In this perspective, it is misleading to think that a single company can solve all of societies and 

local clusters’ challenges and more importantly that they would all intersect with their core business 

activities (Porter & Kramer, 2006). Thus, a detailed screening of which societal problems and 

which core competencies will reach the highest degree of shared value, should be performed by the 

company in question (ibid.). While the context surrounding CSV is important, the products that the 

companies offer are also important tools to establish CSV, to which we now will turn our focus.	  
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Reconceiving products and markets	  

	  

Porter and Kramer (2011) believe that companies should target societal demands, by using their 

products or services. Thus, they should utilise their core competencies (ibid.). The two authors 

argue that companies might be more competent to motivate and promote sustainable products and 

services, compared to governments and non-profits (ibid.). In this respect, they underline that there 

are different needs for different societies, which give companies the opportunity to develop or 

reconceive products in order to match the market and its imperfections (ibid.).	  

	  

Consequently, Porter and Kramer (2011) highlight that; “societal benefits of providing appropriate 

products to lower-income and disadvantaged consumers can be profound, while the profits for 

companies can be substantial” (Porter & Kramer, 2011, p.8). On top of this, it is worth mentioning 

that societal needs are constantly changing and evolving, similarly the impact, which companies 

have on society, also evolves parallel to society and scientific progress (Porter & Kramer, 2006). A 

company can in this manner continue developing new innovations and seek mutual upgrading 

possibilities in the long-term. Porter and Kramer (2006) underline the importance of this process as 

“without a careful process for identifying evolving social effects of tomorrow, firms may risk their 

very survival” (p. 84).	  

	  

In this respect, it is important to acknowledge that inside-out linkages - the impact that a company 

has on the society it is operating in, are not similar for all locations. Thus, manufacturing operations 

and the mapping of the social impact of the value chain differ from location to location (Porter & 

Kramer, 2006,). On the other hand, Porter and Kramer (2006), indicate that one should be aware of 

the outside-in linkages, which refers to the fact that social conditions can influence companies 

positively and negatively. These two concepts further indicate the interdependence between 

company and society in a CSV strategy. 	  

	  

5.3.3 A Debate about CSV: How does CSV differ from CSR 	  

	  

In an attempt to extract the particularities of CSV, we try to highlight the most significant 

differences between CSR and CSV, especially when it comes to the role of external actors, as well 

as the drivers of sustainability. In CSV societal problems are perceived as strategic possibilities, 
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rather than an ethical duty – “the CSV concept invites corporations to perceive such problems not 

as disconnected and externally imposed but as real opportunities and serious strategic targets for 

genuine business decisions” (Crane et al., 2014: p. 132). 	  

	  

Thus, if a company should go from CSR to CSV, the company should move from solely behaving 

socially responsible, to seek both social and business value creation, which should rely on the 

company's core competencies and incorporate more external and internal actors (Lee et al., 2014). 

Where CSV is integral to a company’s market position and strategy, CSR is related to reputation 

and is not directly linked to the business and the company’s competitive position or profitability 

(Porter & Kramer, 2011).  	  

	  

Moreover, the concept of shared value acknowledges the importance of governments and state 

actors in contributing to and enhancing the concept of shared value, contrary to CSR, where most of 

the literature has not given the role of government significant attention (Crane et al., 2014). Finally, 

CSV should be treated as a “productivity driver rather than a feel-good response to external 

pressure” (Porter & Kramer, 2011).	  

	  

5.3.4 Critique of Creating shared value	  

	  

Crane et al. (2014) analyse and criticise Porters and Kramer’s concept of CSV in their article 

Contesting the Value of ‘Creating Shared Value’, and deem it to be simplistic and unoriginal as “the 

Harvard Business Review, seeks explicitly to address the task of regaining trust in business in the 

current age of crisis.” (ibid., p. 130). Thus, they imply that Porter and Kramer simply introduce the 

CSV concept, in order to give hope and positive prospects for the overall economy. (ibid.). In this 

respect, Crane et al. (2014), imply that the lack of critical review of this article and concept is based 

on the “Porter-effect” (ibid., p. 133), which implies that Porter’s good reputation as a strategist 

makes scholars abstain from criticising him. 	  

	  

Thus, Crane et al. (2014), view CSV as being unoriginal, as well as naive about the challenges that 

exist and occur in business compliance. Furthermore, they state that CSV has a shallow conception 

about the role of companies in society and ignores the tensions between social and economic goals, 

which Porter and Kramer claim is at the centre of CSV (ibid.).	  
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In this respect, Crane et al. (2014), highlight that the acknowledgement and the process of 

addressing social and economic tensions is not new in the literature, and has already been addressed 

in the CSR literature. According to Crane et al. (2014) the two CSV authors frame CSR using 

negative attenuations for the benefit of CSV, and consequently ignore the resemblance for instance 

with strategic CSR, stakeholder management, social innovation, and blended value concept (ibid.).	  

	  

Furthermore, Crane et al., (2014) argue, that CSV is a tool that enables businesses to use relevant 

social problems to their own benefit, without solving them, and thereby gain greater profitability 

(ibid.). Thus, CSV is a simple attempt to camouflage Business As Usual (BAU) and give the 

impression that companies can undergo a market change by introducing the win-win situations, 

which Crane et al., calls ‘whitewashing’ (ibid, p. 137).	  

	  

However, Porter and Kramer (2011) believe that by following a CSV strategy, we move beyond 

simple trade-offs between social and economic beneficial activities, which enables all parties to get 

a piece of the cake. Yet, Porter and Kramer (2011) do not give any guidance on how companies 

should tackle a non-alignment with CSV partners (Crane et al., 2014). Certainly, not all actors, such 

as NGOs and corporate firms, have the same purpose, which can create struggles over recognition 

and resources (ibid.). In this relation, Crane et al. (2014), affirm that CSV might lead companies 

and stakeholders to think that they have created a win-win situation out of a complex problem, 

“while in reality problems of systemic injustice have not been solved and the poverty of 

marginalized stakeholders might even have increased because of the engagement of the 

corporation” (p. 137).	  

	  

Moreover, Porter and Kramer (2011), claim that social needs are defined by cluster development. 

However, Crane et al. (2014) highlight that industrial potentials will determine which cluster 

partner to collaborate with. This will depend on the operating market. Hence, some industries might 

not be suited for a CSV strategy, as they are already negative in their fundamental nature. Examples 

of this could be the tobacco industry, guns, oil (ibid.). This goes against the general argument of the 

CSV concept, that all businesses and all sectors can follow a CSV strategy. Furthermore, 

governments and non-profit organisation are not always convinced that a true win-win situation can 
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be created. Thus, if these actors do not think in the same value term as the company, many 

opportunities would be neglected (Porter and Kramer, 2011)  	  

	  

In terms of Porter and Kramer’s assumption of an enabling and supportive level of government, 

Crane et al. (2014) criticise the fact that the two authors do not propose alternative solutions for 

how to deal with governments that do not comply with characteristics of an enabling government. 

Moreover, they do not provide any solutions for upgrading these governments in order to secure an 

alignment with business practices (ibid.). Crane et al. (2014) highlight that Porter and Kramer, 

assume a “compliance with these legal and moral standards is a given”  (p. 139), which has been 

contested in the social science continuously. Indeed, this is one of CSVs biggest challenge, which 

pushes many companies to focus on short-term win-win projects and investments (ibid.).	  

	  

Finally, it is worth mentioning that even though CSV is incorporated in some MNC’s (Nestlé, IBM, 

and Coca-Cola, i.e.), the CSV literature is limited and generally a theoretical concept, which is not 

practiced among the majority of firms. Thus, most CSV literature takes a theoretical stance rather 

than practical one (Lüth, Stierl, 2015). Furthermore, Michelini and Fiorentino (2012), highlight that 

the literature is still predominantly focused on CSR and a general critique of CSV has been that 

it ignores the implementation and the integration of the values in companies and societies (ibid.).  	  

	  

Summary 	  

	  

We have now presented the CSV theoretical foundation as well as its key concepts and assumptions 

and based on that, we can conclude that an enabling location stands central to the strategy and 

possible mode of pursuing CSV. An enabling location is necessary for a CSV strategy, as the 

company cannot stand alone. It needs a supportive environment, where especially the government’s 

ability to secure funding and an enabling environment, is essential in order for a company to engage 

on the difficult task of solving societal issues. As we stated, Porter and Kramer highlights three 

possible ways of pursuing CSV and, as we have seen, the government and the type of business 

location that they can help facilitate, was central in all three modes. In other words, the formal 

institutions need to be strong enough to provide an enabling location before a CSV strategy can 

succeed. Thus, we will now turn to the institutional foundation of our theoretical framework, in 
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order to provide a theoretical basis to understand the formal institutions and their ability to secure 

such enabling locations - especially in an EM context. 	  

	  

5.4 Introduction to institutions and Institutionalism	  

	  

As the previous chapter highlighted, Porter and Kramer assume that capable and stable institutions 

are a pre-condition (Porter & Kramer, 2011) for a company to pursue a well-functioning CSV 

strategy. In other words, an enabling location is a necessity for successful CSV. However, as CSV 

is mainly targeted towards the markets of DC and their BoP segments (ibid.), this assumption 

becomes problematic, as many DC do not contain such institutional characteristics (Jacobsen, 

2014). This apparent controversy of the CSV framework is the trigger behind this dissertation. Thus 

we need to build a theoretical model, which is capable, of analysing and explaining how exactly the 

institutional system of a DC creates challenges for a CSV strategy, and furthermore to enable a 

discussion of how such challenges can be evaded by GLL. In other, words a theoretical conception 

of institutions will be added to our CSV theory in order to provide a comprehensive theoretical 

framework, which is capable of assessing the compatibility between institutional elements as well 

as the CSV main assumption of an enabling location. Thus, such a framework will help us identify 

the challenges that formal water institutions pose towards GLL and their wish to implement CSV in 

Indonesia. 	  

	  

The following section will present the theoretical roots of our chosen developmental state theory. 

After having defined institutions as a concept, we will set the stage of institutional discussion, as a 

discipline relevant to both business, economic and social science and discuss how the grand schools 

of institutional theory see the relationship between institutions and economic development. We will 

then move into the discussion of how the grand schools of institutionalism have contributed to the 

understanding of the development of EM, and the role of their institutions. Here it should be noted 

that when we refer to developing markets, we adhere to the IMF country classification ‘emerging 

markets and developing economies’, which is based on per capita income level, export 

diversification, and the country’s integration into the global financial system  (IMF, Webpage).	  

	  

Afterwards, we will take a closer look at the developmental state approach as presented by Peter 

Evans in his ground-breaking essay “Predatory, developmental and other apparatuses: A 
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comparative political perspective on the third world state” (Evans, 1989), which discusses how the 

state and its institutions can both constitute and be a constraint of economic development.  In this 

discussion, we will especially focus on the balance between internal organisation and external ties 

to the private sector, an issue which has also been treated by Whitfield and Buur in their 2014 study 

“The Politics of industrial Policy: Ruling Elites and their alliances” (Whitfield & Buur, 2014). We 

will furthermore apply the important contribution to Evans initial theory, which have been proposed 

by Vu (2007), who takes a closer look at the origins of the developmental state. Finally, we will 

present our model to explain the role of institutions in a DC, and state how these insights can make 

our theoretical model more robust, in order to answer our stated research question. 	  

	  

5.4.1 Approaching a definition of institutions	  

	  

Before engaging in the broader theoretical discussion of institutional capacity in DC, a thorough 

understanding of what is meant by institutions as a concept is needed. The focus on institutions has 

rapidly expanded within the social science in recent time (Hodgson, 2006), corresponding well with 

the proliferation of institutional theory into a variety of academic areas (Hall & Taylor, 1996). As a 

consequence, great dispute can be detected throughout the literature of what constitute an 

institution, how it is structured, how it is established, and how it is embedded in the surrounding 

society (Hodgson, 2006).	  

	  

Most scholars and institutional schools agree to the point, that institutions are important in order to 

understand social interaction among humans, as institutions are “systems of prevalent social rules 

that structure social interaction” (Hodgson, 2006, p. 2). This view on institutions largely stems 

from the infamous work of Max Weber, who is known “to have argued for the replacement of the 

term "society" with the terms” social relations” and “social institutions”” (Nau, 2005, p. 130). 

Thus, Weber argues that institutions are representations of the prevailing rules of the game 

(Spielregeln), upon which human behaviour bases itself (ibid.). Consequently, the institutional rules 

of the game decide which behaviour and characteristic are being sanctioned or rewarded, or in the 

words of Hodgson: “Institutions both constrain and enables behavior” (Hodgson, 2006, p. 2). Thus, 

for the purpose of this dissertation, we define institutions as being a social phenomenon that can 

both enable and constrain social behaviour.	  
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While a general accept of the above definition do exist among academic scholars, it is the same 

characteristics, which ultimately divide institutional scholars into three different academic schools, 

namely: historical institutionalism, rational choice institutionalism, and sociological institutionalism 

(Hall & Taylor, 1996). Other classifications of the three schools do exist (i.e. Kato, 1996; Amenta 

& Ramsey, 2010), but essentially the same parameters and characteristics are used to separate the 

different institutional schools from each other – thus, the distinction provided by Hall & Taylor 

should suffice. 	  

	  

We will in the following section, focus on rational-choice institutionalism and historical 

institutionalism, as we deem the sociological institutionalisms more relevant for the sociological 

disciplines, and the subfields of organisation theory (Hall & Taylor, 1996). Sociological 

institutionalists focuses on how cultural practices have a direct effect on organisations and on and 

bureaucratic practices (ibid.). The emphasis of such an approach, would be to explain how the 

institutional set-up in a certain country is based on cultural believes and practices with a focus on 

the relationship between institutions and individual action (ibid.). For the purpose of this 

dissertation, we acknowledge the importance of cultural influence, particularly when focusing on 

the relationship between two rather different cultures, namely the Danish and the Indonesian one. 

However, in respect to our research question, we are not seeking to identify patterns of Indonesian 

or Danish behaviour per se, rather we are looking at organisation’s internal and external capacities 

and influence in a broader sense. 	  

	  

We do not find a sociological approach appropriate for the purpose of our dissertation, due to the 

level of analysis we wish to make. However, as our definition of institutions showed, we do 

acknowledge the social character of institutions, it is the sociological method that we deem 

irrelevant for the specific purpose of our dissertation. We will now turn to two of the grand schools, 

and present their key characteristic and differences, and how both of them has essentially influenced 

the developmental state theory proposed by Evans, Vu and Whitfield and Buur. 	  

	  

5.4.2 Rational-choice institutionalism	  

	  

The rational-choice institutionalism is especially prominent within the academic field of economics, 

and among some social science scholars. The rational-choice school, is a response to the neo-
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classical economic arguments, that social relationships and institutions do not fundamentally matter, 

since it assumes perfect market information, stable consumer preferences, and thereby stability. As 

a consequence of these basic assumptions, neo-classical economic scholars are not concerned with 

institutions as such (Nee, 1998). In the words of Granovetter, the neo-classical scholars apply an 

undersocialized view and base their theory on false assumptions. As a consequence, the 

neoclassical approach fails to capture the true complexity of social interaction between individuals 

(Granovetter, 1985).   	  

     	  

However, the rational-choice school of institutional theory experienced a revolution by the 1970s, 

with the emergence of New Institutional Economics (NIE), broad to popularity by its three founding 

fathers; Ronald Coase, Oliver Williamson and last, but not least Douglass North (Nee, 

1998).  North, defined institutions as “humanly devised constraints that structure political, 

economic and social interaction. They consist of both informal constraints (sanctions, taboos, 

custom, traditions, and codes of conduct), and formal rules (constitutions, laws, property rights)” 

(North, 1991, p. 97).  Thus, he endorses the social character of institutions as proposed by Weber, 

and emphasises their ability to constrain and structure social interaction.	  

	  

North and the NIE put institutions back at the centre of economic theory, and argued that 

institutions provide the incentive structures of an economy (North, 1991). Furthermore, they adhere 

to the behavioural assumption, that institutions consists of rational and utility-maximising 

individuals, and that institution ultimately exists as they reduce uncertainty, and thus the transaction 

costs of economic and social interaction (ibid.). Consequently, institutions are seen as an outcome 

of the action of rational individuals, who wish to set up social structures, which can diminish 

transaction costs, and thus foster economic development. Thus, the NIE still adhere to a perspective 

that emphasises individual rationality. In practical terms, North engaged in a method where he used 

a historical approach, in order to ‘uncover’ the performance of different economics, and thus to 

understand institutional evolution (ibid.). However, this does not make North a historical 

institutionalists, as his focus and assumptions rest on an entirely different base as we will explain 

later on.	  

	  

Furthermore, the rational-choice institutionalists and the NIE believe that politics are inherently 

collective actions dilemmas, where a game theoretic play between the maximising individuals, will 
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resolve in the lessening of transactions cost for all parties involved (Hall & Taylor 1996). 

Accordingly, one of the largest contributions of the rational-choice school is its use of game theory 

to analyse strategic interaction as a determinant of political outcomes (ibid.). NIE scholars most 

commonly apply deductive approaches to extract the specific functions of an institution, in order to 

uncover and analyse the value such institutions have to its stakeholders (ibid.).	  

	  

The NIE School believes that institutional- and economic development is intertwined. Thus, 

development occurs, when the rational and utility-maximising individuals, making up society, wish 

to address a collective action problem, and thus formulate new institutions, which can lead to 

economic development. However, this approach has been heavily criticised by historical scholars, 

as they believe such approaches fail to predict the true power structures and historical path 

dependence of these developmental issues, as well as in providing adequate predictions of the type 

of institutions that will occur (Hall & Taylor, 1996).	  

	  

5.4.3 Historical institutionalism	  

	  

While rational-choice institutionalists broadly appealed to economists, historical institutionalism 

has in general had a strong hold on social scientists, and especially in the field of comparative 

politics (Amenta & Ramsey, 2010). Working from Weberian and Marxian theoretical schemes, the 

historical institutionalists give explicit attention to the asymmetries of power associated with the 

operation and development of institutions, as well as underlying path dependence and its unwanted 

consequences (Hall & Taylor, 1996). 	  

	  

Historical institutionalism does not encompass a single theoretical building block, neither does it 

propose a unified methodological approach (Amenta & Ramsey, 2010). However, the scholars who 

identify themselves as belonging to this approach, adhere to a general definition of institutions as 

being; “formal or informal procedures, routines, norms and structures and conventions embedded 

in the organizational structure of the polity or political economy … In general, historical 

institutionalists associate institutions with organizations and the rules or conventions promulgated 

by formal organization” (Hall & Taylor, 1996, p. 938). Thus, historical institutionalists tend to 

focus their analysis on the political organisations, with specific focus to their rules and their internal 

organisation, in order to analyse political outcomes, and thus the framework for economic 
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development. In other words, history and internal institutional power struggles are key determinants 

of the economic- and institutional development of a particular country.	  

	  

We have now outlined the basic assumptions and focus of both the rational-choice institutional 

school, as well as the historical institutional school. Both stress different social dynamics (rational 

individuals and historical power struggles), as being the main cause of institutional, and thus, 

economic development. Both of these grand schools have inspired scholars formulating 

developmental state theory, a subfield of institutional theory particularly devoted to explain the link 

between institutions and economic development in DC. Thus, developmental state theory is 

particularly suited for this dissertation, and to uncover the social interaction, institutions, (in)formal 

rules and conventions, which structures the institutional context of the water sector in Indonesia – 

and thus play a role for the challenges and possibilities of  introducing CSV in the market. 	  

	  

5.5 Institutions in emerging and developmental markets: Setting the stage for economic 

activity	  

	  

In this section, we will give specific attention to the role of institutions in DC, and how such 

institutional context affects the operation of businesses and overall economic development. 

According to Jacobsen, emerging and developing markets are characterised by having more or less 

functioning formal rules and regulations (Jacobsen, 2014). The informal institutions however, are 

characterised by traditional norms, religious practice, and collectivist and family-oriented value 

systems, which constrain the implementation and functionality of the formal institutions (ibid.).	  

	  

The consequence of these constraints to formal institutional capacity is that businesses need to 

“develop strong business-to-business (B2B) networks, as well as strong business-to-government 

(B2G) networks to deal with institutional voids” (Jacobsen, 2014, p. 11).  Furthermore, emerging 

and developing markets are characterised by having high growth-rates, and a very competitive low-

cost production (ibid.).  Thus, Jacobsen paints the picture of EM’s, as being economies with a lot of 

business potential, but with unstable formal institutions, necessitating strong B2B and B2G 

relations to overcome institutional voids.	  
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The term institutional voids was most famously introduced by Khanna et al. in their 1997 HBR 

article, that was later expanded in 2005. Here they define institutional voids as being: “The absence 

of specialized intermediaries, regulatory systems, and contract-enforcing mechanisms” (Khanna et 

al., 2005, p. 63).  These, institutional voids make it difficult for MNCs to navigate the market, as the 

soft infrastructure, which they take for granted in their home markets, is absent (ibid.). Thus, 

Khanna et al., made the argument that managers should engage in a detailed mapping of the 

institutional context of the EM in question, in order to make the business’ strategy fit for purpose 

(ibid.). Thus, Khanna et al. brings the insight, that emerging and developing markets carry with 

them some institutional voids, which affects the manoeuvring space of a given business.	  

	  

5.6 Evans developmental state and embedded autonomy 	  

	  

Moving away from Khanna et al.’s rather firm-centric perspective, and digging back into the 

institutional complexities of the emerging economy, Peter Evans formulated a state-centric theory 

in 1989, where he coupled the economic development of a country to its ability to be embedded in 

the surrounding society (Evans, 1989). He deemed the most successful third world states, 

developmental states, and stated that they were successful due to them possessing embedded 

autonomy as a result of historical developments (ibid.).	  

	  

Embedded autonomy is a situation, where a state/ministry/agency contain a well-developed 

bureaucratic internal organisation and at the same time have dense public private-ties (Evans, 

1989). Thus, the state encompasses a bureaucracy, which can act autonomously, but still is 

embedded within the private sector. Evans, believed that the developmental state type, was 

characteristic for the East Asian NICs (Newly industrialised Countries) (ibid.). However, according 

to Evans, not all emerging and development markets are developmental states. He distinguishes two 

other states types being the intermediary state and predatory state, by looking at data from Brazil 

and Zaire (Evans, 1989), and concluded that these did not contain the same characteristic as the 

developmental state type (ibid.). Ultimately, Evans believed that a historical and political approach 

could help understand why some late developers, had faced the political setting to be developmental 

states, while other remained intermediary- or predatory states (ibid.). Thus, Evans is largely inspired 

by a historical institutional approach.	  
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Evans is fundamentally concerned with two different aspects of state capacity in his theory, namely 

external public-private ties and the internal organizations (See Figure 3): The better the state 

performs on both parameters, the better will the economic development of that nation be. Evans 

stresses that the balance between the two factors can vary, not only over time, but also within the 

state apparatus itself (Evans, 1989). Thus, he argues that even within the intermediary state or the 

predatory states apparatus, pockets of efficiency can exist, where the bureaucracy is organised very 

strongly and possess strong linkages to the private sector (ibid.). This relationship also exists the 

other way around, making it possible for the developmental state to have areas within the state 

apparatus, where intermediary or predatory characteristics are predominant. 	  

	  

In order to determine the degree of internal organisation as well as the external private sector ties, 

Evans relies on the bureaucratic insights of Max Weber. Thus, he states that the internal 

organisation should be judged in terms of the capacity of the employees (Evans, 1989). In other 

words, when looking at the internal organisation, recruitment procedures, promotion opportunities, 

and prestige i.e. are important indicators to determine the capacity of the internal organisation of the 

state. But even more important are the external networks connecting the state and the private sector 

(ibid.), similarly this can be analysed by looking at the exchange of job positions between the 

private and public sphere, as well as cooperation between business associations and intermediary 

quasi-governmental agencies (ibid.). Thus, by analysing these points, we will be able to estimate the 

external ties to the private sector, what Evans also denotes the degree of embeddedness of the state 

apparatus in society.	  

	  

However, it is important to stress that the state cannot become too embedded in society, as a degree 

of autonomy is also necessary (Evans, 1989). Whitfield and Buur, who look at what motivates 

industrial policy-making for economic development, have also treated the balance between internal 

capacity and external ties. While, Evans took a developmental state approach, Jacobsen and Khanna 

et al. used a business-state approach, and Whitfield and Buur pursued a survival of the ruling elite 

approach (Whitfield & Buur, 2014). They provide a political settlement framework (See Appendix 

G), where the balance between the ruling elites, state bureaucrats and capitalists firms needs to be in 

balance to foster economic development:	  
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Whitfield & Buur’s settlement framework consists of three key concepts being mutual interest, 

pocket of efficiency and learning for productivity (Whitfield & Buur, 2014, p.129). In their 

framework mutual interest is determined between the ruling elites and the capitalists. Whitfield & 

Buur argue that the ruling elites are dependent on the capitalists for political survival, and thus the 

capitalists plays a vital role in establishing this mutual interest (ibid.). In other words, a sector that 

provides large revenue (economic and political) to the government will be given large attention 

when policy is formulated – so called rent-seeking behaviour (ibid.). Thus, Whitfield and Buur are 

largely inspired by the assumption that government, and thus institutions, consist of rational 

individuals. Thus, they apply assumptions from the rational-choice institutionalist school.	  

	  

However, the ruling elite’s relations to the capitalists cannot be too close, as this will hinder 

learning among capitalists (the learning for productivity) and decrease the effectiveness of the 

regulation (pockets of efficiency). Thus, Whitfield and Buur, as well as Evans, provide an 

understanding of balance between the private sector and the state. The relationship should be 

embedded in order to establish mutual interests, however it should also be autonomous for the 

relationship to be effective.	  

	  

5.6.1 Expanding Evans developmental state type	  

	  

An important expansion of Evans conception, of the developmental state type has been provided by 

Tuong Vu who believes that a developmental state should be viewed in terms developmental 

structure and developmental roles (Vu, 2007). By applying such distinctions, we might be able to 

understand why some states who possess developmental criteria according to Evans, might fail to 

actually implement successful developmental policies (ibid.). Thus, Vu provides a second layer, to 

Evans rather micro-analysis of the internal capacity and the external ties of the developmental state. 

He believes that the developmental role of a state can be determined by accessing the state’s 

commitment and technical capacity (ibid.). 	  

	  

Secondly, he states that a developmental structure, is a stable centralised state structure, with a 

cohesive bureaucracy and effective coercive institutions (Vu, 2007). However, the developmental 

structure does not only contain a strong state, it also needs to be socially strong, and be able to form 

strong alliances with the producer classes, while at the same time exclude political pressure from 
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the workers and peasants (ibid.). Thus, a developmental structure secures the ability of the state to 

effectively formulate and implement strategies for industrialisation, with a minimal concern about 

redistribution (ibid.). Together, developmental role and developmental structures forms the two 

interdependent factors determining successful developmentalism (ibid.). 	  

	  

In practical terms, Vu applies a historical method in order to understand and analyse the 

developmental role and structure of the state (Vu, 2007). He believes that the state formation 

process of a country has tremendous importance for the future developmental structure and role 

(ibid.). In Asian countries, this means that the final years of colonisation and the process of state 

formulation in the period after World War II, contains vital importance for the state's future 

capacity of implementing developmental policies (ibid.). He suggests two different variables, which 

will influence the state formation and its opportunities for implementing strong developmental 

structures, and thus the ability to play a strong developmental role. The first is intra-elite 

interaction, while the second is elite-mass interaction (ibid.). 	  

	  

Intra-elite interaction, is firstly a question of whether we can detect elite unity or elite 

fragmentation, as this will influence whether or not the elite will seek to form political compromises 

or if they will make political polarisation (Vu, 2007). Clearly, such elite alignment processes will 

determine the political stability of the country. Secondly, elite-mass interaction is a question of 

whether the elite choose to perform broad mass incorporation or if they pursue mass suppression. 

Again this process, will affect the stability and effectiveness of developmental policies, as mass 

incorporation will limit the ability of a government to implement narrow developmental policies, as 

mass incorporation naturally contains a larger political realm, with a broader set of political 

priorities and wishes (ibid.). 	  

	  

Thus, the contribution of Vu enables us to perform an in-depth historical analysis of the Indonesian 

state, and its developmental structure. Thus, Vu contribute with historical and power-political 

insights, as well as a finer grained definition of what constitute a successful developmental state. 

Especially, his explicit focus on developmental structures through intra-elite and elite-mass 

relationships, will make valuable contributions to Evans embedded autonomy concept. 	  
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5.7. Summary of the theoretical foundation: Deriving our theoretical model	  

	  

We have throughout this chapter presented the theoretical foundation, which forms our theoretical 

framework (see Figure 3). While we have established that CSV is a business strategy, we have also 

revealed that CSV is extremely depended on the societal context of where it is implemented. This 

we have labelled “an enabling location” in our model. We have furthermore uncovered that an 

enabling location is depended on the formal institutions present in the particular host country. Thus 

we state, that a thorough understanding of the formal institutions is a necessity to fully comprehend 

a CSV strategy, why we in our theoretical model have added the necessary theoretical tools to 

uncover the institutional structures, which forms such an enabling location. Consequently, our 

theoretical model (see Figure 3) highlights five institutional elements, which determine the type of 

enabling location that can be found in the host country. We will in the following sections explain 

each of these variables in terms of how they affect the enabling location, and thus the CSV strategy: 	  

	  

Figure 3: Our Theoretical Model  
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Our above theoretical model, which will guide our analysis, takes its point of departure in the 

historical state formulation process (Element A). Here we have drawn on insights by Vu (2007), 

and thus we will access the historical state formulation process in terms of developmental structure 

and developmental role of the state. The argument here is that these historical insights into the roles 

and structure of the former developmental state types, will enable an understanding of the spillover 

effects and path dependence present in the current formal institutions. Thus, we here adhere to a 

historical institutionalist insight and method. 	  

	  

Moving to the right in the model, we reach the first two institutional elements of our model - inter-

elite alignment (Element B) and mass-elite engagement (Element C). Both of these concepts are 

taken from Vu (2007), and are about the developmental structure of the formal institutions (ibid.). 

They enable us to analyse the political fragmentation, as well as the role of the public in political 

decision-making. Thus, we argue that these two elements of the formal institutions are about 

institutional complexity and ease of implementing social policies, and therefore affects the enabling 

location for pursuing CSV. 	  

	  

At this stage of our framework we also find the element of the developmental role of the state 

(Element D). Again, we here draw on Vu (2007). The developmental role decides the type of 

policies, which the state pursues - is it developmental friendly? Thus, this element influences the 

enabling location in terms of the policy space present for pursuing CSV strategies, as a pro-

development government will be more interested in engaging in a win-win CSV partnership. Thus, 

this element also refers to Whitfield and Buur’s (2014) concept of mutual interest, which they state 

is important in order to implement successful developmental policies. Thus, we argue that the 

developmental role and the degree of mutual interest between the state and the company, affects the 

enabling location, and thus the ability of the company to pursue CSV. 	  

	  

Furthermore, we have in this part of the model included Evans’ contribution of embedded 

autonomy, in the form of internal organisation of the formal institutions (Element E) and their 

external ties to the private sector (Element F). The internal organisation of the formal institutions, 

relates to the enabling location, as it determines the institutional capacity of the formal. 

Furthermore, the external ties reveal the ‘private sector’ mind-set of the formal institutions, in terms 
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of their connection and cooperation with private businesses. Again, these external ties are related to 

Whitfield and Buur’s mutual interest concept. Thus, the embedded autonomy of the formal 

institutions affects the capacity and ‘business mind-set’ of the formal institutions in the host-

country, and thus they have a direct impact on the enabling location, and thereby CSV 

opportunities. 	  

	  

Consequently, these five institutional elements lay the foundation for the enabling location 

(Element G), in which the CSV strategy (Element G) has to be embedded. Thus, our theoretical 

model facilitates a step-by-step analysis, where we will be able to derive and analyse the type of 

challenges, which the formal Indonesian water institutions poses towards the GLL solutions, and 

how these affects the chances of pursuing a CSV strategy. In the following chapter (Chapter 6) we 

outline our case presentation, which we will apply along with our derived framework throughout 

the analysis. 	  

	  

	   	  



54	  

6. The Case of Grundfos LifeLink and The formal institutional 

environment of the Indonesian water sector  
	  
The case presentation is where we present our empirical findings, on which we will later apply our 

theoretical model, in order for us to analyse and answer our stated research question. As our case 

study is based on the introduction of GLL in Indonesia, our case presentation will evolve around 

relevant information and data related to the current Indonesian developmental state, with a focus on 

the water sector, and GLL’s practices and products. The data has been obtained through academic 

journals, multilateral data banks and papers, as well as sector reports and material from Grundfos. 

In some instances, we have turned to local newspapers to include more recent knowledge, which 

has not yet been treated by others academic scholars or organisations. The case presentation will 

enable the application and analysis of our derived theoretical model (see Figure 3). 	  

	  

The case presentation will firstly introduce the case of GLL with particular attention to their focus 

on CSV as part of their business framework. Secondly, we will present the historical state 

formulation process of Indonesia, before looking at its current market and bureaucracy. Finally, we 

will outline the specific characteristics and complexity entailed in the Indonesian water sector and 

its formal institutions. The case presentation, gives an in-depth background, enabling a structured 

analysis based on our theoretical model. 	  

	  

6.1 The Case of Grundfos LifeLink	  

	  

The next section will introduce the company under investigation, namely Grundfos, where we will 

emphasise GLL and Grundfos’ view on CSV. A further description of Grundfos’ overall 

sustainability approach can be found in Appendix H. It is worth mentioning that there might be 

interesting background information about Grundfos as well as details about their sustainability 

practice that we have left out, as we do not believe it has a direct effect on our research. The case 

findings are presented based on reports obtained through online resources and reports received 

directly from Grundfos. 	  
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6.1.1 Creating Shared Value at Grundfos	  

	  

As stated in the introduction of this dissertation, Grundfos adheres to a CSV strategy, which in their 

perspective, is a way to maximise value and act of compliance to responsibility and sustainability to 

a higher level. They state that “We need to create value for the people in the countries in which we 

operate”(Grundfos (b), Webpage), as business and society go hand-in-hand and are mutually 

dependent and reinforcing (ibid.). Accordingly, Grundfos defines CSV as “thinking ahead, while at 

the same time delivering strong short-term results” (Grundfos (d), Webpage). Thus, they indicate 

that creating shared value for societies includes their “employees, suppliers, customers, and the 

communities in which we operate” (Grundfos (d), Webpage).  	  

	  

In order to realize the practice of CSV and global business strategy, Grundfos has implemented 

‘The Grundfos shared value model’, which maintain four key aspects of value creation, namely; 

purchase, process, people and product (Grundfos (d), Webpage). More specifically, ‘purchase’ 

refers to the fact that all Grundfos procurement and supplier management should be responsible, 

and implement the Grundfos Supplier Code of Conduct and UN Global Conduct (Grundfos (d), 

Webpage). They believe that they can contribute to an improvement of the living standards and 

practices in the countries that they operate in, by conducting responsible procurement and supplier 

management. In this respect they highlight that their ‘process’ should benefit the local communities 

and secure environmental practices. They highlight that ‘process management’ is one of their key 

CSV practices, as it facilitates support to the surrounding communities. In this respect, it is worth 

highlighting the fact that clean water in itself, can contribute to poverty alleviation (Grundfos (l), 

Webpage). 	  

	  

They furthermore, consider this practice as being their social license to operate (Grundfos (e), 

Webpage). In order to do this, they mention ‘people’ as the best investment in order to secure long-

term investments. Thus, they strive to create good environments and opportunities for their 

employees, the communities and the partners, which they collaborate with. More concretely they 

engage themselves in their surrounding local communities through their stakeholders or co-

operations, as well as through donation of money, product innovations, or through employees who 

volunteer their time to charities, non-governmental organisations, universities, etc. (Grundfos (e), 

Webpage). Finally, the ‘products’ they provide should be sustainable and have a long-term 
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advantage for the communities they provide them for (Grundfos (d), Webpage). It is interesting to 

highlight that ‘Creating Shared Value’ is not mentioned in the Grundfos latest available code of 

conduct from 2014, despite that Grundfos claims to use a CSV model (Grundfos (e), Webpage).    	  

	  

6.1.2 The background of Grundfos LifeLink	  

	  

GLL was established in 2009 with the purpose of developing sustainable water systems, mainly in 

rural areas in DC. GLL wish to become a global leader in innovative water systems by offering 

sustainable development and matching societal challenges with technical sustainability, financial 

sustainability, environmental sustainability and social sustainability (Grundfos (f), Webpage). 	  

The concept of the project is that organisations or other private players offer the physical water 

pump to the local community as a donation, and then the local communities solely has to carry out 

their transaction through a SmartCard system, for the exact amount of water they wish, while being 

secured reliable affordable and sustainable water. Thus, the GLL solutions offer a safe and 

sustainable water supply, in a transparent manner to the consumer. 	  

	  

The LifeLink system has won several awards, such as the United Nations ’Momentum for Change 

Lighthouse Activity Award’ within the ‘Information and Communication Technologies’ category in 

2015 for their innovative sustainable water supply solutions in Kenya (Grundfos (g), Webpage). 

Furthermore, Grundfos LifeLink received the World Business and Development Award in 2012 at 

Rio+20. This price was directed towards innovative projects that searched to contribute to 

commercial success as well as economic, social and environmental aspects.	  

	  

6.1.3 Turnkey solution of the LifeLink solution	  

	  

The AQtap is a water pump, which is part of all LifeLink water solutions. The	  

AQtap contains three elements enabling smarter water management namely 1) smart cards, where 

customers can store credit on ‘WaterCards’ through a mobile banking system or with water 

vendors, where credits are acquired on site, 2) a dispenser unit, where credit is managed in 

exchange of water, and 3) a water management system, that processes all data from transactions and 

secures the maintenance of the pump. Additionally, the AQtap operates as a “water kiosk connected 
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to network, mini-grid of water kiosks connected to water supply or water kiosk connected to water 

supply” (Grundfos (h), Webpage). 	  

	  

Figure 4: Grundfos LifeLink AQtap	  

	  
Source: (Grundof (h), Webpage)	  

	  

Other than AQtap, two other solutions are used under the GLL solutions, namely the AQpure, that 

treat surface and river water and turn it into drinking water quality, and the SQFlex pump, that 

functions by solar or wind energy, and runs on a generator or batteries. These pumps are almost 

maintenance-free. Hence, the pumps are flexible and thereby attractive for remote and rural areas, 

where there are no or unreliable power supply. AQpure and SQFlex are some of the most used 

solutions under the LifeLink solutions. 	  

	  

6.1.4 Partnerships: A cornerstone of GLL	  

	  

The physical water pumps (AQtap, AQpure or SQFlex) are not solely defined as LifeLink. LifeLink 

is a solution that takes into account the community they operate in, and strives to create relevant 

partnerships (Grundfos (i), Webpage). The partnerships created through the LifeLink programmes 

can be seen as a win-win situation, if the rural area feel comfortable in engaging in the activities 

that GLL and the respective partners propose; such as education in how to avoid diseases from 

unclean water. One of the core ideas in GLL is to work through cross-sector partnerships with for 
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instance, water service companies, the private sector, governments and development sector 

organisations. 	  

	  

They believe that by working in cross-sector partnerships, their “reach and experience creates 

value at both local and global level” (Grundfos(i), Webpage). Moreover, they have identified four 

practices that they believe contributes to better partnerships namely; enabling funding, advising on 

possible business models, finding suitable partners for each project and engaging as committed 

technology partner (Grundfos (i), Webpage). They are convinced that “sustainable and scalable 

solutions for water supply that changes lives can only be achieved through long-standing 

partnerships across sector” (Grundfos (i), Webpage).	  

	  

6.1.5 Overcoming risk to water security	  

	  

The following section will highlight how GLL through its technological innovations in practice can 

solve the societal issue of water shortage and water sustainability. Thus, we will explain the GLL 

products in terms of its affordability and its mechanical and environmental sustainability. 	  

	  

Affordability	  

	  

The system aims at solving key challenges of providing reliable and sustainable water supply in 

DC’s. Indeed, Jamie Skinner from the International Institute for Environment & Development 

stresses that, “there is little point in drilling wells if there is no system to maintain them. Every day 

that a borehole does not provide safe water, people are obliged to drink from unclean pools and 

rivers, exposing them to water-borne diseases” (Grundfos (f), Webpage).	  

	  

As mentioned above the GLL solution permits the users to move money from their mobile phones 

directly onto a SmartCard solution that is compatible with the LifeLink pumps. On top of that, the 

integrated financial management system and the online performance monitoring, enables efficient 

revenue collection and self-finance well-managed water pumps. Thus, there is no cash exchange. 

This is an efficient revenue collection process, as it minimises the transaction cost between the 

different actors involved and potential misunderstandings, as well as management of cash flows or 



59	  

funds my middlemen. (Gert Borrits, Appendix B). LifeLink secures financial integrity with fixed-

price service contracts.	  

	  

In this respect, the customers receive exactly the amount of water that they have paid for through 

their SmartCard, hence limiting wastage, which has been a tremendous challenge in water projects 

in rural areas. All in all, the GLL solution limits the challenge of thefts and provides a higher 

certainty for the rural area and investors. Grundfos claims that there is a zero possibility of 

misconduct and corruption (Grundfos (f), Webpage). 	  

	  

Mechanical & Environmental Sustainability	  

	  

As mentioned above, the technology has an automatic maintenance system, which enables 

Grundfos and its partners to centralise the management system. The system therefore enables 

transparency and permits the providers to make managerial conclusions, by looking at the data from 

each water dispenser. Consequently, they can secure maintenance of the system as quickly as 

possible. On top of that the recorded data from the transaction helps improve the water sector in 

rural areas, as the GLL solution provides a way to better understand the market, due to its ability to 

collect data on consumption patterns and its ability to refine products and services (Grundfos (j), 

Webpage). Grundfos guarantees that the LifeLink operating and maintenance system has a lifetime 

of 10 to 15 years. Finally, the solar energy system means that the operating cost will be lower.	  

6.1.6 The case of Kenya	  

	  

The LifeLink system had its début in Kenya between 2009 and 2012 (Rådet for Samfundsansvar, 

2014). The system was implemented through a partnership, between the government of Kenya, 

local communities, water service providers, Safaricom, Danida, Nordic Climate Facility, UNICEF, 

the RC, and World Vision. Kenya was a good match for the LifeLink solution as there is a big rural 

population with access to mobile communication, while more than 16 million people lacks access to 

clean water (Grundfos (k), Webpage).	  

	  

As mentioned earlier, partnerships in the LifeLink programme play an important role, which was 

also exhibited in Kenya. Grundfos contributed the pumps, while the RC identified suitable villages 

and made sure that local communities received education and obtained knowledge about the 
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importance of clean water in order to prevent diseases (ibid.). A paper on CSV by the Danish 

organisation ‘Rådet for Samfundsansvar’ from 2014, mentions that on the one hand the 

collaboration has given RC knowledge about corporate culture, while Grundfos has obtained 

increased knowledge about developmental impacts, as the act of providing water systems will not 

automatically create development alone (ibid.). 	  

	  

As of 2012 there were 35 GLL projects, giving water to 75.000 people in Kenya (Grundfos (f), 

Webpage). Grundfos claims “communities are willing to pay for water if it brings sustainability” 

(Grundfos (f), Webpage). Thus, the projects in Kenya proved that communities are able to use the 

mobile technology contained in the GLL solutions, that partnerships with different sectors are 

important, and finally that businesses can provide innovative and sustainable solutions for water 

security (ibid.). The GLL project in Kenya proves that with the right set-up and business model, 

Grundfos can contribute to poverty alleviation. 	  

	  

Summary of Grundfos LifeLink case presentation	  

	  

This section provides us with the background of the GLL service system and its benefits towards 

development as well as detailed information about Grundfos’ CSV practices.	  

It is clear that the GLL product in itself is considered a CSV tool, as it’s design and technicalities 

permit GLL to help rural areas overcome societal issues in the water sector, as well as gaining a 

license to operate, which facilitates a supportive environment. Furthermore, Grundfos highlight that 

GLL should not only be considered as a product but rather as a long-term solution, which through 

partnerships and collaboration secures long-term benefits, which has been pinpointed with the case 

of GLL in Kenya. This knowledge will contribute to the investigation of whether or not GLL and its 

CSV strategy is compatible with the Indonesian formal water sector.    	  

	  

6.2 Operating in the Indonesian developmental state and water sector	  

	  

In this section we will present the institutional context of our case study, with special focus on the 

Indonesian market and the water sector. In accordance with our theoretical framework, we will 

devote special attention to the overall structure, role and capacity of the Indonesian formal 



61	  

institutions and how these have changed after the Indonesian interdependence. We will present the 

internal organisation of the Indonesian bureaucracy, as well as its external linkages to the private 

sector. We will do so by firstly describing the general Indonesian economy and history, before 

giving a presentation of the current state of the Indonesian economy and the bureaucracy and 

institutions governing it. We will then present the Indonesian water sector in terms of societal 

needs, institutional structure, internal capacity, developmental policies and private sector 

engagement. Together, these findings present the compiled context in which GLL operates and 

seeks to CSV, and is thus the basis on which we will analyse our chosen case study.  	  

	  

6.2.1 “Unity in Diversity”: Indonesian Economic History 	  

	  

In accordance with the theoretical contribution of Vu and Evans in our theoretical model (see 

Figure 3), this section will outline the main historical events of the state formulation process in 

Indonesia. In other words, we will present the data, connected to the first element of our theoretical 

model. The purpose of this chapter is to provide an overview of the key historical events, which has 

influenced the developmental structure and the developmental role of the Indonesian state. A 

historical understanding of the current Indonesian institutional system is necessary to understand 

the inherent institutional spillover effects contained in the Indonesian water sector, constituted 

through political power structures and path dependence. Thus, this section provides the historical 

knowledge necessary to understand the institutional complexity facing GLL in the Indonesian water 

sector. For each historical period, we access the intra-elite status of the regime, as well as the elite-

mass situation of the country in accordance with the theoretical framework of Vu (2007). 	  

	  

Before the colonial period, which started in the mid-seventeenth century (Booth, 1995), Indonesia 

consisted of multiple small independent regencies connected by trade networks but with no political 

or social unity (Vu, 2007). However, when the Dutch arrived to the regencies of Java and Sumatra 

and began colonising Indonesia, they united the scattered islands, transformed numerous sultanates 

into districts under a central government, and build a fairly modern bureaucracy (ibid.). In many 

ways, the Dutch tried to avoid changing local cultures and customs, and part of their bureaucracy 

was build around local elites in order to maintain the status of the local aristocrats, and thereby 

avoid local uprising (ibid.). 	  
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After Java had been in the hands of the British for a short period between 1811-1815, it was 

returned to the Dutch after the end of the Napoleonic Wars (Booth, 1995). The following period of 

Dutch colonisation was primarily focused on extracting rents for the weak Dutch treasury (ibid.). 

This was done through the 1830s Cultivation System, where the Indonesian pheasants were 

mandated to hand over one-fifth of their crop yields to the Dutch colonial power, who also dictated 

what type of crops that could be cultivated in the colony (Indonesia Investment (c), Webpage). 

Thus, a systematic exploitation system was introduced, with little or no focus on the social 

condition of the indigenous population (Booth, 1995). 	  

	  

By 1901 the Dutch introduced the new Ethical Policies, which created a rapid expansion of the 

fiscal base in Indonesia with particular focus on development activities (Booth, 1995). This meant 

that the Dutch colonial powers embarked on interventionist policies under the tagline “irrigation, 

education emigration” (Indonesia Investment (c), Webpage). While the new ethical policies in 

many ways failed to raise the living standards of the Indonesians, it provided increased education to 

the population and in many ways help to build the Pan-Indonesian nationalism, by providing the 

movement with the intellectual tools to organise and articulate their objections to the colonial rule 

(ibid.). This caused the nationalist Indonesian movement to rise where the Indonesian Nationalist 

Party (PNI) was the dominant party (ibid.). The Dutch were able to fend of the nationalist uprising 

through the first decade of the twentieth century, primarily by arresting political leaders from the 

independence movement - including Sukarno the founder of PNI, whom later became president of 

the independent Indonesia (ibid.). 	  

	  

Due to the Dutch suppression of the nationalists movement, many Indonesian saw the Japanese as 

liberating heroes, when they arrived at Java in 1942, however the hardship in terms of hunger and 

their use of forced labour quickly changed this viewed (Indonesia (Indonesia Investment (c), 

Webpage). By the end of the Second World War, the Japanese increasingly supported the 

Indonesian independence movement, and in 1945 Sukarno proclaimed Indonesia as an independent 

state (ibid.). When the Dutch left Indonesia, it left almost all the state military capacity and thereby 

a state apparatus with no coercive institutions (Vu, 2007). As a consequence the new Indonesian 

military was primarily comprised of scattered local militias, which the Japanese introduced through 

their occupation (ibid.).   	  
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After four years of violent revolution, Sukarno implemented “The Old Order Regime” in 1949, but 

had difficulties in expanding the fiscal base of the Government, due to great internal division in the 

country, both in terms of politics, ethnicity and regional movements  (Booth, 1995). Sukarno was 

largely inspired by Marxist-Lenin derivatives when formulating economic policy, but paradoxically 

government expenditure fell compared to the colonial period (ibid.). The failure to expand 

government expenditure was caused by the government's failed revenue policies and its lack of 

capacity to collect taxes (ibid.). Thus, the Old Order Regime under Sukarno was characterised by a 

huge government deficit, which created increased corruption among government officials: “ Civil 

service salaries fell sharply in real terms, revenue officials were demoralised and easily corrupted” 

(Booth, 1995, p. 297). Thus, the system created a vicious cycle of inflation and deteriorating 

revenue, which made the country fall behind other postcolonial countries in terms of infrastructure 

investments (ibid.). 	  

	  

Sukarno also faced severe political challenges. In the political power vacuum following 

independence, a variety of political parties were established covering many different ideologies, 

religions and social classes (Vu, 2007). The political landscape was therefore scattered with no 

cohesion, and in the first seven years of independence, Indonesia saw seven different state cabinets 

(ibid.). As a result of the widespread political landscape Sukarno was forced to form broad coalition 

between the mass of political parties, across different ideological views (ibid.). Another challenge 

consisted of the relatively strong labour organisation, which resisted Sukarno’s policy of trying to 

attract FDI, and heavily protested against him (ibid.). Finally, various local guerrilla movements 

formed on the basis of the Japanese militias, started to challenge Sukarno’s vision of an unified 

Indonesia (ibid.). Thus, Sukarno’s political regime was fragmented and unstable.  	  

	  

As a consequence of the economic and political unrest, a coup was attempted in 1965, and again in 

1966, where General Suharto seized power and introduced his “New Order regime” (Booth, 1995). 

Suharto quickly militarised the state, and between 1965 and 1966, he killed an estimated 250.000 

political enemies, who primarily consisted of communists (Vu, 2007). Suharto also developed long-

term development plans and engaged in an economic stabilisation programme with the advice and 

support of the International Monetary Fund (IMF). This programme was later on deemed as one of 

the most successful IMF programs in the World (Booth, 1995). A lot of the FDI, which Suharto 
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successfully attracted, went into domestic business alliances between military commanders and 

Chinese businessmen (Vu, 2007). 	  

	  

Despite Suharto’s apparent macro-political success, the internal political situation in Indonesia did 

experience the same optimism. The population became increasingly dissatisfied with the economic 

prioritisation of the political elite, and the ethnic Chinese Indonesians, who despite their low 

numbers dominated the Indonesian economy (Indonesia Investment (e), Webpage). Fed up with 

corruption, collusion and nepotism thousands of Indonesian therefore went to the streets in 1974 

(ibid.). The demonstration terminated in a violent uprising and Suharto responded with even more 

restrictive and authoritarian policies, through a centralised political system with a strictly vertical 

power structure, which was ironically named “Regional Autonomy Law” (Vu, 2007). By the 1990s, 

Suharto’s style of government was out of sync with the the Indonesian population and political 

opposition (Indonesia Investment (e), Webpage). When the Asian financial crisis hit Indonesia in 

1997, most of the country's economic and social achievements were undone (ibid.). Extremely 

violent demonstrations and civil unrest erupted, and Suharto had to go into exile - leaving the power 

to Vice President Habibie in 1998 (ibid.). 	  

	  

After Suharto and the Asian financial crisis of 1997-1998, Indonesia was on its knees. The solution 

to political, economic and social problems turned out to be the initiation of the Reformation 

(Reformasi in Bahasa Indonesia), which would give the people the control back through 

decentralisation. The Reformation was introduced by President Habibie (Bos Witteveen, 2012). The 

transition towards decentralisation has not been unproblematic, and many regions has been subject 

to political and ethical violence in the struggle for taking over local power (Indonesia Investment 

(f), Webpage). We attend to the effect of decentralisation on the Indonesian bureaucracy in the 

following section. Nonetheless, with the Reformation came the free election, decentralisation and 

the market, which we have described in the previous section.	  

	  

The political and economic history of Indonesia is a story of political and institutional unrest, 

corruption, rent-seeking behaviour of the power-full elite and a divided country struggling to form a 

unified functional state. The Reformasi and the decentralisation reform of 1999, was an attempt to 

alter these problems. We will now turn to how this reform has influenced the current institutional 

context of the formal Indonesian institutions.  	  
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6.2.2 The current Indonesian Economy	  

	  

After having established the historical challenges entailed in the historical state formulation process, 

we will now turn to outline the current state of the Indonesian economy, so to later on analyse the 

developmental role and structure of current Indonesia, as well as its formal institutions. Thus, this 

chapter will provide an overview of the key characteristics of the Indonesian market. 	  

	  

A developmental success story?	  

	  

Indonesia stretches across more than 17,000 islands and three time zones, and with a population of 

approximately 254 million people it is the fourth most populous nation in the world (Asian 

Development Bank, 2016). Besides its large population, Indonesia is also a substantial economy, 

with a Gross Domestic Product (GDP) of $873 million in 2013. This makes Indonesia the sixteenth 

largest economy in the world, and the largest economy of Southeast Asia, contributing to around 40 

percent of the region's total GDP in 2013 (Tijaja & Faisal, 2014). 	  

	  

Indonesia has positioned itself as a dominant economic player after it recovered from the Asian 

financial crisis of the late 1990s, where the country has experienced a long period of sustained 

growth, with an annual average growth rate of 5.4 in the countries real GDP per capita between 

2002 and 2014 (World Bank, 2016).  In the same period, Indonesia managed to cut its poverty rate 

by more than half, from 24 percentage in 2002 to 11 percentage in 2014 (ibid.). Lastly, Indonesia is 

the only South East Asian nation, who is part of the G20 (G20, Webpage)	  

	  

Despite the above proof of economic successes, Indonesia remains a market characterised by 

confusing (regulatory) complexities and high barriers to trade (Bos Witteveen, 2012). This is 

confirmed, when looking at different international rankings of Indonesia. For instance the World 

Bank’s 2015 “Doing Business” ranking only places Indonesia as no. 109 (out of 189, where 1 is the 

best), meaning that Indonesia is placed in the bottom half of the world’s countries, in terms of ease 

of doing business (World Bank, Webpage). This picture is also apparent, when looking at World 

Economic Forum’s “The Global Competitiveness Report 2015 – 2016” for Indonesia, where 

corruption, inefficient government bureaucracy, and inadequate supply of infrastructure, are 

highlighted as the top three most problematic factors for doing business in Indonesia (ibid.). 	  
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The Indonesian market is characterised by a high degree of inequality – both between the 

population groups and in terms of geographical location (World Bank, 2016). Inequality has been 

on the rise in accordance with the economic progression of the country, and the Gini Coefficient has 

increased from 30 points in 2000 to 41 points in 2014 – this is the highest level ever recorded in the 

country (ibid.). The high Gini Coefficient should also be viewed in terms of geography. In relative 

terms, the highest percentage of poor people live in the eastern part of Indonesia, while in absolute 

terms the highest concentration is found on the central island of Java (Asian Development Bank, 

2016). These numbers also stress, that especially rural poverty lies at the heart of the inequality 

issues in Indonesia (ibid.).  	  

	  

The Indonesian market is furthermore characterised by a large manufacturing sector, which 

currently constitutes 18.1 percentage of the country's GDP (Indonesia Investment (b), 

Webpage). As a result, Indonesia now ranks as the tenth largest manufacturing economy in the 

world (UNIDO, Webpage). The increasing rate of manufacturing in terms of GDP, corresponds 

well with the low labour costs in Indonesia compared to other manufacturing nations in Asia, where 

Indonesia lies below famous manufacturers such as Malaysia, Thailand and China (The Economist, 

Webpage) 	  

	  

The Indonesian market can be characterised as a large economy, with rising living standards for its 

population, and relatively high growth rates. It has high levels of manufacturing, relatively low 

labour costs, and huge potential in terms of consumer market. However, many obstacles remain for 

doing business in the country, where corruption, ineffective bureaucracies, lack of infrastructure 

and high rates of inequality remain key issues. In the following section we will take a closer look at 

the Indonesian bureaucracy and its institutions, which are often blamed for these problems. 	  

	  

6.2.3 The Indonesian bureaucracy and institutions	  

	  
After having outlined the historical development and the current state of the Indonesian economy 

and state formulation process, we take a closer look at the specific context of the Indonesian 

institutions and bureaucracy. The purpose is to enable a theoretical analysis of the institution’s 
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developmental structure, developmental roles, as well as their degree of embedded autonomy, as 

these are central concepts in our theoretical model.	  

	  

A defining character of the Indonesian bureaucracy is the degree of decentralisation of power from 

central to local level government (Bos Witteveen, 2012; Asian Development Bank, 2016; Turner et 

al., 2009). The decentralisation transition is still underway, in Indonesia, as it was only initiated in 

1999 and implemented in 2001, following the breakdown of the New Order Regime. As a result of 

the decentralisation, the republic consists of 34 autonomous provinces as well as 491 units 

comprised of cities and districts (UNDP Indonesia, Webpage).	  

	  

The government reform has resulted and increased political mandate, where local governments now 

have the authority to make regulation at city level, which have resulted in large variation in 

subnational government policies across the 491 districts (Ghosh & Kamath, 2012). In addition the 

increased mandate to sub-national governments has been followed of an increase in local budgets 

(Turner et al., 2009). When decentralisation was introduced in 2001, only 17 percentages of the 

total state budget was transferred from central to local level government, but in 2002 the number 

has increased to 30 percentage (Ghosh & Kamath, 2012.), and the tendency has only continued and 

reached 37 percentage in 2015 (Negara, 2016) 	  

	  

While, the decentralisation was initially implemented to bring public services closer to the 

democratic scrutiny of the Indonesian people, the transition has also created a challenging 

environment for service delivery and implementation of government programs at the local level 

(Ghosh & Kammath, 2012; Turner et al., 2009). This is not least due to a lack of clarity of the roles 

among different levels of government, an absence of capacity in the new local government 

agencies, as well as missing requirements of accountability (ibid., Suzana, 2012; Asian 

Development Bank, 2016). 	  

	  

Corruption, or predatory politics, is still a huge problem in the Indonesian public sector (Turner et 

al., 2009; Suzana, 2012), and the recognised NGO Transparency International places Indonesia in 

the lower half of its 2015 international corruption rankings as number 88 out of 160 in the 2015 

Corruption Perception Index (Transparency International, Webpage). The issue of corruption in 

Indonesian governance has in generally been assessed throughout various case studies of the 
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Indonesian bureaucracy (Blunt et al., 2012; Ghosh & Kammath, 2012; Varkkey, 2013). In their 

2012 study, Blunt et al. states that the decentralisation reform of 1999, has only exaggerated the 

problem of patronage relations and corruption in the Indonesian public sector (Blunt et al., 2012). 	  

	  

In terms of internal organisation, the civil servant system is also characterised by patronage 

relations and rent-seeking behaviour. Civil servant positions are known to be tradable goods, going 

to the highest bidder, or through kinship relations (Blunt et al 2012.,; Suzana, 2012). The same issue 

arises, when it comes to internal promotions, access to civil servant education, passing of civil 

servant exams, as well as transfer to more popular locations in the country (Blunt et al., 2012). 

These issues are often prescribed as root causes of the low level of public service delivery, provided 

by the government, and especially local governments in Indonesia (ibid.). Critic has been raised that 

the exams for gaining access to the civil servant system are general, and does not test the applicants 

for specific qualifications related to the job position (Turner et al., 2009). A general lack of 

management skills, as well as the ability to cooperate across different ministries and departments 

can also be traced (Kaspersma et al., 2012).	  

	  

Consequently, the current civil servant system is viewed as being inefficient, which has recently 

made the government state, that they intend to cut the number of civil servants by 1 million 

employees between 2017 and 2019 (The Jakarta Post, 2016). This means, that the public sector will 

shrink from 4.5 million civil servants to 3.5 million servants in only 2 years, making the civil 

servant to population ratio 1.5 (ibid.). The minister of Administrative and Bureaucratic Reform has 

in connection with the planned cuts announced that: “We will determine a standard mechanism to 

access them, with the unproductive or incompetent civil servants being offered early retirement” 

(ibid., 10th paragraph). Blunt et al. (2012) as well as Turner et al. (2009) have in their studies of the 

Indonesian civil servant system, highly criticised the lack of such performance indicators as civil 

servants will be able to bribe their way out of such measures. 	  

	  

In terms of external ties to the Indonesian business environment, corruption and corporatism is also 

a key characteristic of the state business-relationship – especially in Suharto period of government 

(Hicks, 2012). The main issues of the state - business relationship has especially been associated 

with the contracting system for public procurement, where KADIN (The Indonesian Chamber of 

Commerce), along with three other major trade associations almost have monopoly on assigning 
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certificates for public contracts (ibid.; Budiarso, 2014) Consequently they “became known as clubs 

where their senior members worked in partnership with government officials to extract a share of 

the value of a government contract as payment for their recommendation to win a tender” (Hicks, 

2012, p. 6). 	  

	  

Helena Varkkey has in her extensive field studies of the Indonesian Palm Oil Sector highlighted, 

how the two-tier management system of Indonesian businesses is a facilitator of corruption 

(Varkkey, 2013). A two-tier management structure comprises a board of directors and a board of 

commissioners. Officially, the former represents and manages the enterprise on a day-to-day basis, 

while the latter oversees the board of directors. In reality, however, the board of commissioners is 

typically comprised by retired senior bureaucrats, who act as a link between the enterprise and the 

ruling elite in an advisory and brokerage function (ibid.). Thus, she argues, the ties between the 

formal institutions and the private sector are too close (ibid.). Since the establishment of the KPK 

(Corruption Eradication Commission) in 2003, it seems that corruption and corporatists relations 

between business and state, now faces more difficult conditions, and the corruption curve seem to 

have stalled (Faisal, 2013). 	  

	  

The Indonesian bureaucracy can be characterised as heavily influenced by the decentralisation 

reform following the Suharto New Order Regime. Local governments has gained a lot of  both 

budgetary and political power, corruption is however, still a key issue, facing both the internal 

organisation as well as the external ties between state and government. 	  

	  

6.2.4 The Indonesian formal water institutions 	  

	  

In this section, we will narrow our institutional focus to the Indonesian water sector. In accordance 

with our theoretical framework, macro-challenges and opportunities contained in this area will be 

emphasised, as well as the institutional challenges facing the Indonesian water sector. This section 

will therefore make us capable of comparing the institutional context of the water sector, to the 

overall Indonesian institutional framework presented in the above sections. Thus, this section will 

help us analyse to which extend the Indonesian water sector constitutes a condition facilitating a 

CSV strategy, as well as to find whether the institutional arrangement contains a developmental 
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structures, a developmental role and the embedded autonomy which may facilitate developmental 

policies.  	  

	  

Market Demand and developmental policy	  

	  

Despite the fact that Indonesia ranks fourth globally in terms of total water resources, more than 

four out of five Indonesians lack access to piped water (Horn, 2016). As a consequence the issue of 

developing the Indonesian water infrastructure is prioritised on the political agenda in Indonesia, 

and the GoI has stated in the National Medium-Term development Plan (RPJMN 2014 – 2019) that 

by 2019 the goal is to have 100 percent water security, through 100 percent access to drinking water 

and 100 percent sanitation rate (BAPPENAS, 2015). The political priority of securing a stable water 

supply is also facilitated in the National long-term development plan 2005-2025 and the Masterplan 

for Acceleration and Expansion of the Economic Development the MP3EI 2011 - 2025 (Asian 

Development Bank, 2016). The RPJMN focus on short-term priorities and connectivity, the RPJPN 

includes the overall developmental priorities of the sector including sound governance of the sector, 

and the MP3EI mainly focuses on infrastructure and water resources for a self sufficient food 

supply and economic growth (ibid.) Together, these developmental plans forms the political 

prioritisation of the water sector. 	  

	  

Sanitation networks in Indonesia are very limited, and it is estimated that only 25 percentage of 

wastewater is treated to a primary level (Bos Witteveen, 2012), and the ADB believes that more 

than 50,000 people die every year as result of polluted water resources (Asian Development Bank, 

2016). Most wastewater is channelled into rivers and canals, which have led to a high degree of 

environmental pollution and public health risk in Indonesia, and most severely in urbanised areas 

(ibid.). Furthermore, the Ministry of Health does not publish the water quality of different water 

services, which has made most of the Indonesian population hesitant to drink from their improved 

water services (Hadipuro, 2010). There is an urgent need for improving the access and quality of 

water in Indonesia, and the barrier for this improvement has been described by the consulting 

company Bos Witteveen in their 2012 market analysis: “The largest dilemma of the water sector in 

Indonesia today: there is a vast need for investment programs, but sufficient institutional 

development (and effective market strategies) are not in place” (Bos Witteveen, 2012, p. 13). We 

will now turn to look at these institutional and strategic complexities of the water sector. 	  
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Institutional and legal complexity 	  

	  

Similar to the overall national construct of the Indonesian bureaucracy, the water sector is 

comprised of a variety of national and local institutions, each playing important roles of the overall 

institutional structure of the water sector. An overview of all ministries evolved in the domestic 

water sector has been summarised in Table 1, and clearly shows that the water sector is horizontally 

fragmented among a variety of ministries, creating a complex political environment for water 

governance. The picture only gets further complicated, when we turn to the local level, where a 

variety of local level agencies are involved in the water sector. These has been summarised in Table 

2, and clearly highlights that the Indonesian sector is not only horizontally fragmented but also 

vertically fragmented (Asian Development Bank, 2016; Bos Witteveen, 2012). A full in-depth 

description of each of these formal agent’s role in the Indonesian water sector will not be provided. 

Instead, the level of complexity and a general overview of all actors involved is the pivotal issue for 

this dissertation.  

 

Table 1: Overview of Central level Government involved in water 	  
	  

Overview of Central Level Government Involved in Water	  
Source: Asian Development Bank, 2016	  

National Agency	   Water-related responsibility	  

State Ministry of National Development (BAPPENAS)	   Responsible for national development planning, undertaking 
through 5 year plans (RPJMN) in cooperation with main 
ministries	  

Ministry of Finance	   Responsible for government financing of water resource 
management through the government budgeting process	  

Ministry of Foreign Affairs	   Responsible for the Management of transboundary 
(transcountry) river basins	  

Ministry of Public Works and Public Housing	   Responsible for water resource management, including dam 
safety and standard operating agreements. Owns and runs 
river infrastructure, primary and secondary canals of 
irrigation system, responsible for water supply and sanitation	  

Ministry of Mines and Energy	   Responsible for groundwater management, as well as hydro-
power development	  

Ministry of Agriculture	   Responsible for food production, farmer welfare, sustainable 
agriculture, and economic development through agriculture	  

Ministry of Environment and Forestry	   Responsible for management of water quality through 
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controlling pollution and river zoning, watershed 
management, and land use planning	  

Ministry of Home Affairs	   Responsible for domestic governance, public order, and 
regional development. This includes decentralisation	  

Ministry of Transport	   Responsible for infrastructure. This include navigation of 
rivers and lakes	  

Central Statistics Agency	   Non-departmental government branch, responsible for the 
provision of basic statistical data	  

Ministry of Agrarian and Spatial Planning	   Formulates land and special policies in relations to water 
resource management	  

Ministry of Marine Affairs and Fisheries	   Responsible for the increasing contribution of the marine and 
fisheries sector to national economic growth	  

Ministry of Health	   Responsible for the protection and improvement of public 
health. Set standards and monitors drinking water quality	  

Ministry of Enterprises	   Responsible for the state laws and regulations in relations to 
the limited liability companies’ act. Furthermore, monitors 
and improves the competitiveness of state-owned enterprises	  

	  

	  

Table 2: Overview of the Local level Government involved in water 	  
	  

Overview of Local Level Government Involved in Water	  
Source: Bos Witteween, 2012	  

Local Agency	   Water-related responsibility	  

Regional Planning and Development Agency (BAPPEDA)	   Main Coordinator for budgeting and development for all 
provincial and or local government agencies	  

Environment Control Agency	   Formulation of policies and carry out duties of environmental 
management	  

PDAM	   Operates water supply systems	  
PD Pal	   Local Government Agency operating Sanitation	  
	  

The institutional fragmentation and complexity is not the only issue facing the development of the 

Indonesian water sector. Currently, a legal vacuum exist for the water sector after the Constitutional 

Court in February 2015 cancelled the applicability of water law 7/2004, on the grounds that the 

commercialisation of water service delivery was illegal in terms of the 1945 Constitution (Asian 

Development Bank, 2016). Instead of the 2004 water law, the prior legal framework constituted 

through water law 11/1974, was reinstated (Hadipuro, 2010). However, this reinstated legal 

provision was formulated prior to the decentralisation of the Indonesian Republic, and contains no 

provision for the possible involvement of the private sector to deliver water supply services in 
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Indonesia (Hadipuro, 2010; Ray & Ing, 2016). The current legal framework is thereby not in sync 

with political practices, and it is not progressive in terms of the involvement of the private sector 

(ibid.). 	  

	  

Corruption and low capacity is often characteristics associated with the Indonesian water 

institutions (Bos Witteween, 2012; Budiarso, 2014; Kaspersma et al., 2012; Suzana, 2012). The 

degree of corruption among civil servants in the water sector, has often been associated with the 

large presence of foreign donors and donor funding in the sector (Blunt et al., 2012). This has made 

the water sector a popular destination for rent-seeking civil servants, as they deem this sector 

particularly well suited for extracting rent. As a consequence, the internal bribe or price for getting 

a public position in the water sector is high (Blunt et al., 2012). Also in terms of the internal 

capacity of the sector, several studies reveal that especially the local level governments lacks the 

capacity for pursuing development goals in the water sector (Kaspersma et al., 2012; Turner et al., 

2009; Suzana 2012). In their 2012 study Kaspersma et al. found that the civil servants of the water 

sector especially lacks managerial and governance capacities (Kaspersma et al., 2012), and Turner 

et al. highlights in their 2009 study, that the general application process for civil servant position is 

characterised by general testing, that fails to find the skills necessary for the job position (Turner et 

al., 2009).  

	  

Water service delivery - The PDAMs	  

	  

The regional water supply is organised on a city or regency level, where local governments will 

typically create between two and four departments to manage water and sanitation, depending on 

the individual political prioritisation at the local government (Bos Witteween, 2012). In more 

practical terms, the daily operation of drinking water is most commonly ran by the PDAMs. A 

PDAM is a local government owned, regional water-supply company, and currently 422 PDAMs 

exist across the archipelago. However only 51 percentage of these are considered economically 

healthy by the Ministry of Public Works and Housing, and 73 percent runs at a loss (Horn 2016, 

Ray & Ing, 2016), and the critique of the PDAMs is generally severe in terms of their level of 

service, their quality and their capability of reaching expansion targets (ibid.; Asian Development 

Bank, 2016). In his 2012 study Hadipuro states that the problem of expanding the PDAM coverage, 
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is mainly due to the fact that low-level income groups pay heavily subsidised prices for water, and 

thus they are not a rentable group for the PDAMs to target (Hadipuro, 2012). 	  

	  

The main problem of the PDAM is the institutional structures surrounding them, as they since 1962 

has been charged by law with the provision of both public service and profit-seeking (Horn, 2016). 

As a consequence of this dual role performed by the PDAMs, local government has not allocated 

sufficient funds to the PDAMs. Rather they have used the PDAMs to extract rents for the local state 

budget, despite the fact that many PDAMs have not managed to cover its own operating costs 

(ibid.; Ray & Ing, 2016). The process of cash-striping PDAMs has only been accelerated after the 

decentralisation reform of 1999, which was implemented in 2001 (Horn, 2016). The KPK also plays 

an important role in fighting corruption, where special attention is given to the central government 

as well as “Big Fishes” in the outer regions of the archipelago (ibid.). The picture only gets more 

complicated when we turn to the regional level, where a number of local institutions are also 

included in the formal institutional framework (see Table 2). 	  

	  

The poor economic performance of the PDAMs, should also be viewed in light of social policies, 

where local governments hesitate to increase the water tariff, due to fear of public outcry (Horn, 

2016). The fear largely stems from the fact that Indonesian consumers have become used to heavily 

subsidised water tariffs, since 74 percentages of all PDAMs, sell water below their production costs 

(ibid.). Thus, “PDAM failings reflect a combination of policy flaws, local political concerns and 

governance issues” (ibid., p. 2). 	  

	  

Private Sector Participation	  

	  

As stated above the private sector’s role in the Indonesian water sector is currently in a legal 

vacuum after the re-instalment of the water law No. 11/1974 (Ray & Ing, 2016). However, the GoI 

is not oblivious about the importance of involving the private sector through PPPs, and has 

consequently installed the Presidential Decree 16/2008 in order to facilitate more PPP cooperation 

in the water sector (Asian Development Bank, 2016). However, progress is slow, mainly due to a 

lack of legal clarity and capacity of the formal institutions to initiate proper projects with the private 

sector (ibid.) The ADB states that clearer regulation and a change in mindset of the civil servants 
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needs to be enacted, as currently many local governments see PPPs as a source of finance, and not 

mutually reinforcing projects (ibid.). 	  

	  

While KADIN is the overall business association in Indonesia, PERPAMSI is the largest water 

association in place, who performs an advisory function for the GoI and local level governments, as 

well as lobby the interests of their private sector members (PERPAMSI, Webpage). They have 

direct access to the formal institutions, and thereby performs an intermediary function between state 

and private sector (ibid.).  	  

	  

To sum up, the Indonesian water sector is characterised by a large potential for development as well 

as a large amount of available resources. The infrastructure is poorly developed, and corruption 

among civil servants is persistent. The political and legal complexity is fragmented and high. 

Furthermore, the water sector is a politically difficult topic to regulate due to the social character of 

water resources. At the same time, the GoI has plans to secure its population with a hundred 

percentage access to water as well as sanitation, through a number of developmental plans and 

targets.  	  

	  

6.3 Summary of Case Presentation	  

	  

After the successful implementation of the LifeLink solution in Kenya, GLL has in 2013 made the 

goal to expand their operations into Southeast Asia, namely Malaysia, Cambodia, Vietnam, the 

Philippines and Indonesia. These have been identified as target countries for bottom-of-the pyramid 

projects and are in the need of clean and safe drinking water (Grundfos Report, 2014). However, the 

above case presentation clearly shows that the Indonesian market and formal water institutions 

carry with them some issues of corruption, lack of capacity and other political and legal factors 

factors which can make it difficult for a business to operate in that particular market. We will in the 

following chapters (Chapter 7 - 10) analyse the complexity and challenges of these institutional 

arrangements and how they compare with the CSV assumption of an enabling location. Thereby, 

we will assess the effect of these specific formal institutions on the possibility of GLL to pursue 

CSV in the Indonesian water sector. 	  
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7. Analysis Part I: Institutionalism in Indonesia  
	  
The previous chapter (Chapter 6) lays out the different aspects of our case, with special attention to 

GLL and the institutional context of the Indonesian market and water sector. The following four 

chapters contains our data analysis (Chapter 7 - 10). In this first part of the analysis, we focus on the 

current overall developmental state of Indonesia, and the historical spillover effects and path 

dependence that we can trace from previous developmental regimes. The first part of our analysis is 

therefore based within the left side of our theoretical model (see Figure 3), as we look at the 

historical state formation process (Element A), and the spillovers into the current Indonesian state 

and bureaucracy, by applying the five institutional elements also considered in Figure 3 (Element B 

- F). In the following chapter, these findings will be used to assess the specific institutional 

complexity of the current formal water sector (Chapter 8).  	  

	  

7.1 Historical development of the Indonesian State	  

	  

Recalling our theoretical framework, we established that historical state formulation events, affect 

the formal institutional framework of a country, through path-dependence and political spillovers 

(Evans, 1989; Vu, 2007). In practice, these historical events and structures influence the current 

state of a country by affecting the developmental structure, the developmental role, as well as the 

degree of embedded autonomy, which the state possesses (see Figure 3). Thus, the purpose of this 

part of the analysis is to uncover how the historical state formulation process in Indonesia has been, 

as well as how the state formulation has developed, in order to detect how these processes affect the 

current state of the Indonesian formal institutions. 	  

	  

Consequently, the first part of our analysis is focused on historical institutionalism and 

developmental state theory, where we apply Vu’s concept of developmental structures and 

developmental role to grasp the type of developmental states we can detect throughout the 

Indonesian economic history. We apply these two concepts of Vu, as they are particularly well-

suited to apply in a historical context (Vu, 2007), and as they hold more of a macro focus, compared 

to Evans micro concepts of internal organisation and external ties (Evans, 1989). Vu’s concepts are 

therefore, more suitable to detect political spillover effects and overall path dependency throughout 

the Indonesian economic history. 	  
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We will throughout the analysis apply Vu’s concepts to the two colonial regimes; the  “Dutch 

Cultivation Regime” and the “Ethical Policy Regimes”, as well as Sukarno’s “Old Order Regime” 

and Suharto’s “New Order Regime”. Through the analysis, we discover that elite and regional 

power struggles has been a continuous problem facing Indonesian leaders, and that they have 

managed these issues differently in terms of suppressive or incorporative politics. Furthermore, we 

access the developmental role of the different state regimes and the developmental success of these 

regimes. The findings are summarised in Table 3 below. 	  

	  

Table 3: Overview of Developmental State Types in Indonesia	  
	  

	   Developmental Structure	   	   	  

Regime	   Inter-Elite 
Alignment	  

Elite-mass 
engagement	  

Developmental 
role	  

Developmental success	  

Dutch Cultivation 
Regime	  

Unity	   Suppression	   Predatory	   Failed	  

Ethical Policy 
Regime	  

Unity	   Suppression	   Developmental	   Success – Until WWII	  

Sukarno’s Old 
Order Regime	  

Fragmentation	   Incorporation	   Developmental	   Failed	  

Suharto’s New 
Order Regime	  

Unity	   Suppression	   Developmental	   Success – until the Asian 
Financial Crisis	  

	  

 

In this chapter we will outline the reasoning and analysis behind the conclusions drawn in the above 

table. We will also use these historical findings and the described developmental variables to 

analyse the current developmental features of the formal Indonesian institutions. We will then 

perform the same exercise only for the formal water institutions in Indonesia (Chapter 8). Thereby, 

we will gain an in-depth understanding of the historical background, as well as an in depth 

developmental understanding of the current formal water institutions in Indonesia, and find how 

these features challenges or creates opportunities for CSV and GLL. 	  
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7.1.1 Developmental state type during the Dutch Cultivation Regime 	  

	  

The first historical period we need to understand in terms of current Indonesia is the colonial period. 

After the Napoleonic Wars, the Dutch colonial rule implemented a state type, with the key 

characteristics of a predatory state (Evans, 1989). The state engaged in the extraction of otherwise 

investible surplus without providing returns of “collective goods” to the public (ibid.). The process 

of predatory policies were facilitated through the Cultivation System of the 1830s, where pheasants 

were forced to hand over a substantial amount of their crop yields, despite the fact that the Dutch 

Colonial Power did not use these yield to invest in the Indonesian people (Booth, 1995).	  

	  

Consequently, “the domestic economy of Java captured few of the potential benefits of the export 

growth” (Booth, 1995, p. 289) and “had government expenditure policies been directed more 

towards providing infrastructure and services in Java, their living standards could have been 

considerably higher by the turn of the century” (ibid., p. 289). We conclude that the predatory 

policies introduced by the Dutch in the beginning of the 1800s impeded economic and 

transformative development in the country, as there was neither a developmental structure nor a 

developmental role of the state (Vu, 2007). 	  

	  

7.1.2 Developmental state type during the Ethical Policy Regime 	  

	  

With the implementation of the Ethical Policy Programme in 1901, the Dutch embarked on a new 

developmental path, with a move towards more interventionists policies, or in the words of Vu - a 

developmental role (Vu, 2007). The developmental role was constituted in the commitment to the 

Ethical Policy Programme, with interventionist industrial policies, as well as large investments in 

social infrastructure. As a consequence, the colonial state rather rapidly changed its degree of 

embedded autonomy (Evans, 1989), from being just an authoritarian extractive and rent-seeking 

regime to now being embedded in the social and business structures of the country (Booth, 1995). 

In this respect, we detect a clear change in the role of the state – from being predatory to being 

developmental.	  

	  

The Dutch colonial power was capable of implementing its developmental role, due to its 

developmental structure, based on a cohesive bureaucracy and coercive military power, and a strong 
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elite unity (Vu, 2007). Hence, they could pursue a strategy of mass suppression, which made it easy 

for the state to pursue its stated developmental goals (ibid.). Thus, this second part of the colonial 

rule was characterised by a developmental state type facilitated through a strong developmental 

colonial rule (Booth, 1995).	  

	  

7.1.3 Developmental state type during Sukarno’s Old Order Regime  	  

	  

When the Dutch left Indonesia, and thereby effectively ending the colonial rule, they left behind a 

political power vacuum, as there existed no coercive power in Indonesian state after the 

colonisation, due to a lack of a central military regime and strong bureaucracy (Vu, 2007). Instead, 

local military regimes, which were initially installed by the Japanese during the occupation, formed 

local political parties, with vastly different political and religious preferences (ibid.). It is clear that 

the Dutch did not leave behind a political environment of elite-unity, but rather elite-fragmentation. 

Thus, a weak and fragmented state dominated the immediate post-colonial landscape (ibid.). 	  

	  

Sukarno as the new leader of the independent Indonesia had to engage in an elite-compromise in 

order to align the political parties across the archipelago (Booth, 1995). The lack of military power 

and a strong bureaucracy forced Sukarno to engage in mass-incorporation, as he simply did not 

possess the political or the institutional power to pursue a mass-suppression strategy similar to the 

one of the Dutch (Vu, 2007). Consequently, Sukarno’s dream of a unified Indonesia, was comprised 

by a fractured developmental structure, due to elite-compromise and mass incorporation (ibid.).	  

	  

A consequence of this fractured developmental structure of the newly independent Indonesia, was 

that “The government made an early attempt to play developmental roles, but failed because of the 

lack of a developmental structure” (Vu, 2007, p. 30). Thus, the state failed to introduce sound 

policies for economic transition, and instead state went into severe deficit, causing the fiscal budget 

to shrink vastly (Booth, 1995). The drain of the fiscal budget also affected the internal organisation 

of the bureaucracy, where payments to civil servants massively decreased. As Evans highlights in 

his theory, payments are important in order to avoid rent-seeking behaviour and corruption among 

civil servants (Evans, 1989), and surely corruption became an increasing problem among 

government officials during Sukarno’s Old Order Regime (Booth, 1995).	  
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We conclude that Sukarno’s Old Order Regime was a failed developmental state (Vu, 2007), as it 

did not possess a developmental structure that could support its developmental role. Economic 

transformation was therefore lacking, the state budget was bleeding, and rent-seeking individuals in 

the public sector engaged in corrupt behaviours. Thus, the structure of Sukarno’s regime resembles 

a predatory state type, but the official state policies of his regime were developmental.  

	  

7.1.4 Developmental state type during Suharto’s New Order Regime	  

	  

When Suharto won power in 1966 after the military coup of 1965, he drastically changed the 

developmental structure of Indonesia. From Sukarno’s mass-incorporation policy, Suharto 

introduced a strong authoritarian regime, where political opponents were exterminated and a policy 

of mass-suppression was introduced (Vu, 2007). Thus, the landscape changed from elite-

fragmentation to elite-unity, with military leaders possessing most of the political and economic 

positions throughout the archipelago (ibid.). Suharto also introduced a new developmental role for 

the state, where the state functioned as a facilitator of market-led economic development, supported 

by the IMF loan program (Booth, 1995).	  

	  

This policy in many ways facilitated a very successful economic development of Indonesia, but the 

development structure depended on suppression of the masses and favouritism of a small part of the 

elite compromising military and Chinese businessmen (Vu, 2007). The riots of 1974 clearly showed 

that Suharto did not possess the coercive powers to avoid such pressures from the general public 

and excluded former ‘elites’. Due to the lack of coerciveness, Suharto was forced to respond with 

even stronger vertical suppression and centralisation. A situation, which once again led to massive 

riots in 1997, when the Asian financial crisis hit Indonesia extremely hard, and ‘removed’ the 

developmental success of Suharto – leaving behind only a suppressive authoritarian regime 

(Indonesia Investment (e), Webpage).	  

	  

Rather paradoxically the authoritarian regime of Suharto performed relatively well in terms of 

pursuing developmental policies and goals. With his strong coercive power, and developmental 

policies, he succeeded in creating rapid economic development in Indonesia. However, as with the 

experience of Sukarno’s regime the developmental structure of the state was also what brought 
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difficulties to the regime, as the suppressive policies backfired both in 1974 and after the Asian 

financial crisis, putting an end to Suharto’s regime. 	  

	  

Summary of historical analysis 

	  
The above institutional analysis of the historical state formulation process in Indonesia carries with 

it some severe implications for the current Indonesian formal institutions. The history of Indonesia 

clearly shows, that the balance between inter-elite fragmentation and unity as well elite-mass 

incorporation or suppression has been a continuous struggle among state leaders. While unity and 

suppression facilitated developmental policies, it was never quite enough to maintain political 

stability of the suppressed elite and masses. However, Sukarno’s fragmented and incorporate 

policies failed to actually implement progressive policies, due to a weakened position of the state. 	  

	  

It is this legacy of political instability and the need to develop successful policy reforms across the 

archipelago, which inspired the institutional Reformation introduced after 1998, and the 

decentralisation reform of 1999. We will in the following section take a close look on the current 

Indonesian State, and analyse its developmental structure, as well as its developmental role in light 

of the above findings. We will make an in-depth analysis of its internal organisation, as well as its 

external ties, in order to understand its degree of embedded autonomy, as well as its institutional 

complexity. 	  

	  

7.2 The current Indonesian state: A Developmental success?	  

	  

Taking into account the above historical findings, this section will focus on the current 

developmental state of the formal Indonesian institutions. We will through the analysis focus on the 

current formal institutions in light of the five institutional elements contained in our theoretical 

model (see Figure 3). Based on the analysis, we argue that the current Indonesian state, and its 

formal institutions, are characterised by inter-elite fragmentation and elite-mass incorporation, 

which is a result of the decentralisation reform imposed in the aftermath of Asian financial crisis. 

We furthermore argue that the current Indonesian state pursue a developmental role, using 

developmental policies. However, we also argue that the developmental state is characterised by 
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only medium internal organisation, due to lack of capacity and corruption among civil servants, and 

that its ties to the private sector are also only of a medium character, making it less efficient in its 

implementation of developmental policies. The findings are summarised in Table 4 below;	  

 	  

	  

Table 4: Current Developmental State of Indonesia 	  

Theoretical 
concept	  

Inter-elite 
alignment 

(Element B)	  
Elite-Mass 

engagement 
(Element C)	  

Developmental role 
(Element D)	  

Internal 
organisation 
(Element E)	  

External ties 
(Element F)	  

	  

Current 
Indonesian 
State	  

Fragmentation	  

Facilitated 
through the 
decentralisation 
reform	  

Incorporation	  

Facilitated 
through the 
decentralisation 
reform	  

Developmental	  

The GoI formulates 
developmental plans 
and take active part 
of industry policy	  

Medium	  

Clearly has the 
ability to implement 
policy, however is 
faced with 
corruption and lack 
of internal capacity	  

Medium	  

Clearly is embedded 
within the business 
community. 
However, also here 
corruption and 
patronage relations 
are issues.	  

	  

7.2.1 Developmental role and structure of the formal institutions	  

 	  

As our historical analysis revealed, it is difficult to follow a successful developmental policy, while 

at the same time embracing a fragmented elite and providing for mass incorporation (Vu, 2007). On 

the other hand, the suppressive policies of both the Dutch colony power and later of Suharto, all 

collapsed in the end. In terms of the latter, the uprising of the public and the excluded elite was at 

the heart of the events, that overthrew the otherwise relatively successful developmental regimes. It 

was on this basis that the Reformation of 1998, was introduced (ibid.).	  

	  

The proposed solution to the failure of the previous developmental system was the introduction of 

the decentralisation reform of 1999, which was officially implemented in 2001 (Bos Witteveen, 

2012). The new developmental structure of Indonesia is characterised by being inter-elite 

fragmented, with the introduction of free and democratic elections. Furthermore, the new 

Indonesian state also exhibit elite-mass incorporation, through exactly that system of 

decentralisation and democratic elections (ibid.). In terms of the state’s developmental role, it is 

widely engaged in supporting long-term development plans, as the RPJMN, as well a formulating 
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active and interventionist industrial policies, where especially subsidies of specific sectors, has been 

a common tool utilised by the GoI.	  

	  

When looking at our historical findings, this should be a recipe for developmental failure. Our case 

description showed that Indonesia has since the Reformation experienced sustained economic 

growth, and is now one of the largest economies in the world (World Bank, 2016). Indonesia has 

also succeeded in reducing its poverty rate by more than half since the implementation of the 

decentralisation reform (ibid.), and it has become one of the world’s largest manufacturing 

economies (UNIDO, Webpage). Paradoxically it appears that the Indonesian state, which emerged 

after the Asian financial crisis, has succeeded in turning into a successful developmental state, with 

both the role and structure to pursue such policies. We will now turn to the degree of embedded 

autonomy of the current Indonesian state, so to gain a deeper understanding of the true 

developmental structure contained in the informal institutions. 	  

	  

7.2.2 Embedded autonomy in the current Indonesian state	  

	  

After having considered the development structures embedded in the Indonesian state and the 

inherent developmental role of the Indonesian regimes, we will now turn to access the degree of 

embedded autonomy the GoI possesses in terms of its internal organisations and its external ties to 

the business sector. We consider these relations, as Evans’ deem these variables the most important 

to assess the degree of embedded autonomy, and thus the State's capacity to implement 

developmental policies and thereby economic transformation (Evans, 1989).  	  

	  

Internal organisation of the current Indonesian State	  

	  

Recalling “The Global Competitiveness Report 2015 – 2016”, corruption and inefficient 

bureaucracy was stated as the most troublesome factors for doing business in the Indonesian market 

(World Economic Forum, 2015).  Both of these factors are relevant, when asserting the internal 

organisation of the Indonesian formal institutions, as these underline the point that Indonesia do 

face troubles in terms of their internal organisation (Evans, 1989).	  
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According to Evans, a coherent meritocratic bureaucracy is an absolute necessity for a state to be 

truly developmental (Evans, 1989). However, according to our data this is far from the case in 

Indonesia, where corruption, patronage relations, and internal positions are up for sale (Blunt et al., 

2012). We can therefore conclude that the current bureaucracy is far from meritocratic, but rather 

relies on personal favours, kinship and bribes, which is far from the meritocratic bureaucracy 

described by Evans where bureaucrats “generally operates in accordance with rules and 

established norms “ (Evans, 1989, p. 573). This, was only confirmed through our interview with 

Gert Borrits from Grundfos Indonesia, who holds little fate in the Indonesian bureaucracy (Gert 

Borrits, Appendix B).	  

	  

Furthermore, the decentralisation reform has created a confusing regulatory system, with 

overlapping jurisdictions, making the bureaucracy less efficient (Asian Development Bank, 2016). 

This is confirmed when we look at the very recent plan of the GoI to fire 1.5 million civil servant 

within a two-year period (The Jakarta Post, 2016), making up more than one fifth of the entire civil 

servant system. This initiative suggest that there is currently an inefficient system with an excess of 

civil servants, while there is no doubt that such a massive cut, will only contribute to this by 

disturbing the internal coherence and networks of the current system, which Evans deems even 

more important than the Weberian characteristics of the bureaucracy (Evans, 1989). Thus, we can 

characterise the Indonesian bureaucracy as lacking many of the qualities, which Evans prescribe to 

the successful developmental state. We thereby conclude that the internal organisation of the 

Indonesian bureaucracy is low. 	  

	  

External ties to the business sector in the current Indonesian state 	  

	  

Assessing the formal institutional ties to the business sector in Indonesia is a difficult task, as a 

rather confusing image arises. According to Gert Borrits from Grundfos Indonesia “Trust and long-

term relationship, as well as knowledge of the language is crucial when operating in the Indonesian 

market”, indicating that the state-business ties are of a very personal character. However, as 

Whitfield and Buur highlights in their theoretical framework, the ruling-elite business ties cannot be 

too close as such relations will often foster rent-seeking behaviour, and consequently lead to less 

efficient policies (Whitfield & Buur, 2014).	  

	  



85	  

The formal institutional ties to the private sector, is often facilitated through job exchanges and 

interaction with business association (Evans, 1989). In terms of job exchanges between the formal 

institutions and the private sectors, these are often facilitated through the Indonesian two-tier 

management system. As previously established, long-term and friendly relations are often a 

prerequisite for doing business in Indonesia, and consequently the private enterprises have 

developed a two-tier management structure, consisting of a board of directors and a board of 

commissioners with the goal to maintain these necessary relationships (Varkkey, 2013). Officially, 

the former represents and manages the enterprise on a day-to-day basis, while the latter oversees the 

board of directors. In reality the board of commissioners is typically comprised by retired senior 

bureaucrats, who act as a link between the enterprise and the ruling elite in an advisory and 

brokerage function (Varkkey, 2013). Thus, they become agents of the enterprise, with a direct and 

very powerful link to the ruling elite. Such relationships are clearly very ‘close’ ones, and conflict 

with Whitfield & Buur’s conception of a balanced relationships (Whitfield and Buur, 2014). 	  

	  

During our interview with Gert Borrits, the issue of these relationships was also highlighted as one 

of the reasons why Grundfos never deals directly with the Indonesian formal institutions, but 

instead takes on an advisory role towards the GoI, where they seek to promote sustainable solutions 

(Gert Borrits, Appendix B). The exchange of jobs between the two spheres are therefore, often used 

to solve issues of agency, rather than being characterised by healthy knowledge exchange. Still, 

such relations constitute informal networks. 	  

	  

Furthermore, we find that the relationship between the business associations and the formal 

institutions also suffers from the same issues of patronage relations, largely facilitated through the 

issues of public tenders (Hicks, 2012). However, as noted, the introduction of the KPK might seem 

to be a solution to such issue in the future. We can conclude that also in terms of social 

embeddedness, the Indonesian state falls a little outside the healthy definition of Evans, and 

Whitfield and Buur. 	  

	  

There is no doubt that pockets of efficiency do exists throughout the Indonesian formal institutions, 

otherwise their current economic situation would not have been achieved. For instance the 

manufacturing sector has achieved great success in recent year, along with Palm Oil (OEC, 

Webpage), and the government does keep a close relation with KADIN, who as they state is: “The 
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only nation-wide business organisation mandated by Law No. 1/1987 to speak on behalf of private 

business, maintaining a privileged liaison to government officials and covering all relevant 

sectors” (KADIN, Webpage). Thus, we can detect a sudden degree of embeddedness with the 

business sector. 	  

	  

7.3  Summary of Institutionalism Indonesia 	  

	  

When we apply Evans conception of internal organisation and external ties to the Indonesian state, 

it becomes clear that Indonesia is not a perfect developmental state in Indonesia. Translated into the 

concept of embedded autonomy, it seems that on many levels, the Indonesian bureaucracy lacks the 

capacity and internal structure, which can foster a truly coherent and autonomous state bureaucracy. 

As our case presentation, and analysis showed, corruption is a severe problem among civil servants, 

causing rent-seeking behaviour of the individuals alter the autonomy of the state officials. When the 

internal, as well as the external relations, are characterised by patronage and corrupt relationships, 

both the ‘autonomy’ and the ‘embeddedness’ becomes biased towards the persons paying rents, and 

thus the policy formation becomes less efficient (Whitfield & Buur, 2014). In the definition of 

Evans, this entails a less efficient economic transformation.	  

	  

On the other hand, Indonesia has been able to foster strong developmental policies, with sustained 

growth and reduction of poverty rates as a result. This policy bear therefore witness of a strong 

state, with sound developmental policies. We also saw, that in terms of the state’s external relations 

with the private sector, job exchange and networks between the State and the private sector are 

indeed taking place. Furthermore, Indonesia contains a strong business association in terms of 

KADIN, who possess privileged access to the GoI. Thus, it is clear that the government in many 

ways is embedded with the business sector, while it at the same time has been capable of 

formulating successful industrial policies in a number of areas. We can conclude that embedded 

autonomy do exist.	  

Based on the case and analysis above, we state that Indonesia is currently a developmental state, 

that possesses the characteristics of embedded autonomy. The embedded autonomy does, however 

face challenges in terms of high levels of corruption, as well as lack of internal capacity in the state 

bureaucracy. These tendencies have become more severe with the decentralisation, or inter-elite 
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fragmentation, of Indonesia. As our historical analysis of the developmental Indonesia showed us, 

decentralisation was a way to overcome the problems of mass-suppression and elite-unity. Thus, 

decentralisation and the problems that have followed the reform, should be seen as a ‘necessary 

evil’ to overcome the previous problems of failed developmental structures. Hence, the 

decentralisation of power from central to local level is the mean to embrace the state of elite-

fragmentation in Indonesia, as well as following a policy of mass-incorporation. Thus, we can 

conclude that challenges, which the current developmental state faces, can be traced back to 

historical events, where persistent political unrest has formed the level of the current institutional 

framework. 	  
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8. Analysis Part II: Institutionalism in the Indonesian water sector 	  
	  

In the first part of our analysis (Chapter 7) we analysed the current developmental state of 

Indonesia, and assessed how the historical state formulation processes had influenced the current 

developmental level of the state. Recalling Evans’ definition, that the degree of embedded 

autonomy can differ within the state apparatus itself (Evans, 1989), we will now access the 

particular institutional complexity of the formal water institutions. We move from a macro to a 

micro level. We utilise the same institutional elements to perform this analysis, as we did in the 

former chapter, which mean that we apply the five institutional elements of our theoretical model 

(Element B - F). 	  

	  

8.1 From Macro- to micro level 	  

	  

The analysis conducted in the first part of our analysis (Chapter 7), clearly showed how the 

developmental state can change over time, from a suppressive and unified developmental state 

before the Asian financial crisis, into a fragmented incorporative state after the decentralisation 

reform. The developmental state can change within the bureaucracy itself as well (Evans, 1989). 

Thus, the purpose of this section is to analyse and determine whether or not the water sector differs 

from the overall developmental state type present in Indonesia. We perform this analysis in order to 

get a detailed understanding of the formal institutional framework of the water sector, and  to 

understand the institutional complexities that forms the location, in which the GLL has to 

implement a CSV strategy. 	  

	  

Similarly, to the first part of our analysis, we here assess the current formal water institutions by 

applying the five institutional elements of our theoretical model (see Figure 3). The result has been 

summarised in Table 5, where we find similar observations of the formal water institutions, as we 

did in terms of the overall institutional framework in Indonesia. However, we did find that the 

internal capacity in the water sector is lower, compared to the overall formal institutions, as 

corruption is more widespread, and as there is a lack of capability of the formal institutions to 

implement the stated RPJMN, RPJPN, and MP3EI goals. Furthermore, the regulatory environment 

of the Indonesian water sector, is very complex, especially after the annulment of the 2004 water 
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law in february 2015, which especially influenced the inter-elite fragmentation and the legal space 

for private participation in the water sector (Ray & Ing, 2016). The analytical findings contained in 

table 5, will in the next chapter (Chapter 9) be used to access the compatibility between the formal 

indonesian water institutions and the possibility to pursue a successful CSV strategy in Indonesia. 

Finally, we will access the specific case of GLL in the Indonesian context. 	  

	  

Table 5: Current developmental state of the Indonesian Water Sector	  
 	  

Theoretical 

concept	  
Inter-elite 

alignment	  
Elite-Mass 

engagement	  
Developmental 

role	  
Internal 

organisation	  
External ties	  

	  

	  

Current 
Indonesian 

Water 
Sector	  

Fragmentation	  

Facilitated through 
the decentralisation 
reform, where local 
governments run 
PDAMs 
independently, and 
GoI decide on long-
term development 
plans. However, the 
annulment of the 
2004 water law, 
means that there is 
currently lack of 
clarity of legal 
provision between 
central and local 
level government.	  

Incorporation	  

Facilitated 
through the 
decentralisation 
reform, and 
through the 
subsidising of 
Water Tariffs	  

Developmental	  

The GoI 
formulates 
developmental 
plans and take 
active part on 
developing the 
water 
infrastructure	  

Low	  

Lacks ability to 
effectively 
implement 
developmental 
policy, and is 
furthermore faced 
with corruption and 
lack of internal 
capacity, to run 
healthy PDAMs 
and implement 
developmental 
policies.  	  

Medium	  
	  
Clearly is embedded 
within the business 
community. 
However, also here 
corruption and 
patronage relations 
are issues that 
hinders effective 
policy 
implementation. 
Furthermore, the 
legal base for PPPs is 
currently a bit 
unclear as a result of 
the annulment of the 
2004 water law. 	  

	  

	  

8.2 Developmental structure and role of the formal water institutions 	  

	  

The GoI has through the RPJMN, the RPJPN as well as the MP3EI clearly engaged in a 

developmental role (Vu, 2007; Asian Development Bank, 2016), where commitment is made to 

secure 100 percent water security, through the access to drinking water and proper sanitation ,as 

well as to secure better governance of the water sector  by 2019 and 2025 (BAPPENAS, 2015; Ray 

& Ing, 2016; Asian Development Bank 2016). This correspond well with Grundfos Indonesia’s plan 

to have GLL support the water supply and access to clean water in remote rural and heavily 

urbanized areas (Gert Borrits, Appendix B), where we currently find the poorest access to water and 

sanitation facilities (Asian Development Bank, 2016). Following the theoretical framework of 
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Whitfield and Buur (2014), a mutual interest between the ruling elite and the business sector can be 

traced (See Element D in Figure 3). 	  

	  

In terms of the developmental structure, which has to support the developmental role of the GoI 

(Vu, 2007), our case presentation shows a clear fragmentation of the inter-Elite alignment. This 

fragmentation is facilitated through the decentralisation reform, which has created various 

governmental and autonomous institutions at both central and local level, which has to implement 

the developmental role of the Indonesian water policies. Thus, no unified political body is in charge 

of implementing the developmental water policy of the GoI, instead this is left for the various local 

governments, where political values, priorities, and bureaucratic capabilities varies widely (Asian 

Development Bank, 2016, ), and as the ADB states: “The main threat to water availability is poor 

management” (ibid., p.34). 	  

	  

Furthermore, the annulment of the 2004 Water Law in february 2015, has further complicated the 

fragmentation of governance responsibilities between central and local level governments, as it is 

now the the 1974 Water Law that has been reinstated (Ray & Ing, 2016). Thus, the current legal 

provision is from before the decentralisation reform of 1999 and contain clear gaps between 

existing practices and the ‘new’ legal provision for water management and governance, (Asian 

Development Bank, 2016). We conclude that the inter-elite fragmentation of the water sector is 

complex, lacks transparency and clarity concerning regulatory practices, and has created overlaps 

and gaps between different bureaucratic branches (Asian Development Bank, 2016; Ray & Ing, 

2016). 	  

	  

Furthermore, the dual-role prescribed to the PDAMs as both public service agents and profit-

seeking entities, has made the function of the PDAMs fragmented and difficult to align (Budiarso, 

2014). This only furthers the elite-fragmentation of the water sector at local level, which is evident 

when we look at the different manners in which local government chooses to manage the water 

sector in their districts. Our case presentation clearly showed that the number of bureaucratic 

agencies facilitating the day-to-day management of the local level water governance, varied 

between two and four depending on the local political prioritisation (Bos Witteveen, 2012). Thus, 

local political prioritisation guides the developmental structure of local water management, which 

in turn creates a fragmented structure, that is often difficult for companies to navigate, as the Asian 
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Development bank stated in their 2016 Water Assessment Report; “To strengthen decentralization 

and regional autonomy, efforts are needed to make decentralization consistent …  In addition, the 

complexity of the system should be reduced” (Asian Development Bank, 2016, p. 96).  We conclude 

that the PDAMs and the lack of autonomy of the local level governments, makes the fragmentation 

of the water sector even more apparent. 	  

	  

When it comes to the issue of elite-mass engagement, the decentralisation reform, as in our macro-

level analysis, constitute elite-mass incorporation in itself. It does so, by letting the individual 

citizens engage in a democratic process, where they can vote for politicians who they believe will 

support their personal wishes for water policies. As such the ‘mass’ has a direct access to engage 

with the elite, when it comes to water management (Turner et al., 2009) Furthermore, the 

consequence of elite-mass incorporation is also evident when we look at the fact that many local 

level governments fear to raise their water tariffs, in order to support the bleeding budgets of the 

PDAMs (Horn, 2016; Ray & Ing, 2016). The local governments fear the mass, and they do not 

follow a mass-suppression policy, where they can more easily implement cost-recovering prices for 

water usage (Ray & Ing, 2016). We conclude that the mass-incorporation of the formal water 

sector, result in less autonomous (local) formal institutions, making it difficult for them to introduce 

sound policies, which could help reach the stated developmental goal of 100 access to safe 

water.     	  

	  

We conclude that the government of Indonesia does commit to a developmental role in the 

Indonesian water sector. However, the decentralisation reform has created fragmented 

developmental structures, where local government practices and prioritisation varies from region to 

region. Also, the annulment of the 2004 Water Law has created a difficult legal environment, for 

balancing this central-local power balance. This creates a fragmented inter-elite alignment. 

Furthermore, the dual-role performed by the PDAMs only adds to this structural complexity, as the 

operation of the PDAMs not only has to incorporate a fragmented public service elite, but also a 

financial elite, who wish to extract rents from the PDAM to the local state budget (Horn, 2016; Ray 

& Ing, 2016). Thus we conclude, similarly to our previous macro-level analysis in Chapter 7, that 

the formal water institutions are characterised by inter-elite fragmentation and elite-mass 

incorporation, which creates a complex regulatory system, which is difficult for companies to 

navigate within.    	  
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8.3 Embedded Autonomy in the formal water institutions 	  

	  

The above analysis reveals that in terms of developmental structure and developmental role, the 

Indonesian Water Sector resembles that of the overall Indonesian institutions (see Table 2). We will 

now turn to analyse whether the formal water institutions are characterised by the same level of 

embedded autonomy as our analysis of the overall government institutions indicated. Thus, we will 

now analyse the internal organisation of the water bureaucracy as well as their external ties to the 

private sector, in order to access the formal water institutions ability to implement the 

developmental policy set out in the RPJMN 2014 - 2019, the RPJPN 2005-2025, and the MP3EI 

2011 - 2015. 	  

	  

Similarly to the over-all indonesian market, our case presentation revealed that corruption stands 

central to the formal institutions of the water sector (Blunt et al., 2012; Horn, 2016; Suzana, 2012; 

Budiarso, 2014). Furthermore, the degree of internal corruption seems to be higher in the water 

sector, due to its ability to attract large amount of donor funding (Blunt, et al., 2012). As a 

consequence, civil servants are willing to pay large bribes to other local government officials, in 

order to gain access to the formal water institutions, as it is considered to be a place where it is 

relatively easy to extract rents for private purposes (ibid.). This, was also highlighted by Gert 

Borrits who states: “we never engage in direct trade with them (i.e government officials), as they 

are corrupt” (Gert Borrits, Appendix B). We can thereby conclude that the internal organisation of 

the water sector is characterised by rent-seeking individuals, who does not live up to the Weberian 

meritocratic ideal set out by Evans in his developmental state type (Evans, 1989). The consequence 

of this, is a system that promotes according to bribes, and not merits, which will evidently decrease 

the overall capacity of the bureaucracy (ibid.; Suzanna, 2012; Budiarso, 2014).	  

	  

This lack of capacity, is very clear when we look at the governance of the PDAMs, where Horn 

(2016) concludes that; “PDAM failings reflect a combination of policy flaws, local political 

concerns and governance issues” (ibid., p. 2). Thus, the lack of internal capacity has a very direct 

influence on the performance of PDAMs, as well as the Indonesian Water sector target of 100 

percentage water security in 2019. In our interview with Gert Borrits from Grundfos Indonesia, he 

also highlighted the lacking capacity of the formal water institutions to implement the stated 

RPJMN goals, and states that “they cannot handle the current water challenges” (Gert Borrits, 
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Appendix B). We conclude that the internal organisation of the formal water institutions is low and 

lacks the proper governance skills to effectively implement the developmental targets of the 

Indonesian water sector (Budiarso, 2014, Suzana, 2012, Asian Development Bank 2016). 	  

	  

In our analysis of the external ties between the Indonesian state and the business sector, we detected 

severe problems of patronage relations and corruption (Chapter 7). We argued that the 

‘embeddedness’ of the state within the private sector was too close (Whitfield & Buur, 2014), and 

thus altered the effectiveness of the developmental policies (Evans, 1989). We also took a specific 

look at KADIN, who through the formulation of public tenders, engaged in patronage relations with 

the ruling elite (Hicks, 2012; Budiarso, 2014; Turner et al., 2009). As KADIN is also a 

representative of the Indonesian water sector, it is fair to assume that the external relationship 

between the formal water institutions and KADIN is also characterised by patronage and 

corruption. 	  

	  

Drawing on the insights gained in the above section, of the large presence of corruption in the 

internal organisation of the water sector, it is fair to assume that the degree of corruption in the 

contracting of public tenders might be even higher within the water sector, as the public officials 

often has paid relatively higher bribes in order to obtain their position in this particular 

sector  (Blunt et al., 2012; Budiarso, 2014). Consequently, they will have to earn back these 

payments, by extracting high rents from the sector (ibid.). Evidently, the role of rent-seeking 

maximising individuals in the formal water institutions has important implications, in terms of the 

type of relations that they foster with the private sector. 	  

	  

When Gert Borrits from Grundfos states that they do not trade with the government due to 

corruption (Appendix B), it highlights that corruption is characteristical for the private-public 

relationships. To overcome this barrier of corruption, Grundfos Indonesia tries to engage in an 

advisory role to the GoI, in order to explain the perks of pursuing sustainable solutions, and thereby 

affect the GoI in a direction to value such issues when investing in water infrastructure  (Gert 

Borrits, Appendix B). This confirms that businesses due have access to engage with the formal 

institutions, and thus a degree of embeddedness and willingness to establish mutual interest is 

present in the water sector. 	  
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While KADIN is the business association for all sectors in Indonesia, the water enterprises also 

have their own associations in terms of PERPAMSI. PERPAMSI has a relatively good access to the 

formal institutions, as they in cooperation with the GoI access and trains the PDAMs (PERPAMSI, 

Webpage). The government has a very close external tie to PERPAMSI, with the possibility of 

knowledge exchange and building of mutual interests (Whitfield & Buur, 2014). Also, PERPAMSI 

helps individual businesses in the process of negotiating with local government, and thereby they 

function as an intermediate between the formal water institutions and the individual businesses 

(PERPAMSI, Webpage). We conclude that PERPAMSI help facilitating the external ties between 

the formal institutions and the private businesses.	  

	  

In their recent water assessment report, the ADB (2016), raised a severe critique of public-private 

cooperation in the Indonesian water sector. They criticises the role of the government in these 

relations due to: “The common perception within Indonesia that PPPs are simply financing 

instruments. Opportunities for private sector investment through PPPs are typically only conceived 

of within the context of the funding gap” (ibid., p. 97). Thus, the government does not embrace the 

possibility of creating mutual interest with the private sector (Whitfield & Buur, 2014). Instead, 

they use the private sector for extractive purposes. The ADB therefore states that; “Progress in 

engaging the private sector in the delivery of infrastructure services in the water and sanitation 

sector has been slow” (ibid., p. 97). This issue of PPPs has only been advanced with the annulment 

of the 2004 Water Law, as this verdict was largely inspired by a move to ‘criminalise’ the 

commercialisation of water, which has made many in the private sector pause to engage in the 

public water utility sector (Ray & Ing, 2016). We conclude, that the environment for engaging in 

PPPS in the Indonesian water sector is currently low, as the regulatory complexity and lack of 

formal institutional capacity prohibits effective cooperation. 	  

	  

This analysis revealed, that the formal water institutions on paper have relatively strong external 

ties to the private sector. Thus, we can conclude that formal institutions are embedded within the 

private sector, which is a pre-condition for pursuing a developmental policy (Evans, 1989). We also 

detected that these external ties were characterised by patronage and extractive relations, and as 

previously stated, our theoretical framework dictates that such relations are less efficient in creating 

sound development policies and industrial Water Law has only raised these complexities between 

the formal institutions and the private sector, and is currently making the engagement between the 
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two agents less proactive (Ray & Ing, 2016). In sum, we conclude that the formal institution’s ties 

to the private sector is at a medium level. 	  

	  

8.4 Summary of the current formal water institutions 	  

	  

Our above analysis has been able to trace some of the same characteristics as we did in the overall 

analysis of the Indonesian Developmental State. We saw that the level of corruption in the internal 

organisation was higher in this specific institutional regime. Consequently, this also influences the 

type of external ties that these institutions has to the private sector, as the civil servants will have to 

collect rent to cover the bribes they have paid to be installed in these institutions in the first place. 

When we apply Evans conception of internal organisation and external ties to the Indonesian state, 

it is clear that we do not see a perfect developmental state in Indonesia. Translated into the concept 

of embedded autonomy, it seems that on many levels, the formal institutions of the water sector 

lacks the capacity and internal structure, which can foster a truly coherent and autonomous system 

of good water governance. 	  

	  

We found, that the state is too closely coupled with the private sector, through corruption and 

patronage relations. However, PERPAMSI also has a very direct ‘official’ cooperation with the 

formal institutions in assessing and training the PDAMs. However, due to the poor financial 

performance (only 51 percent are deemed financially healthy), it does not seem that a pocket of 

efficiency has been established. As a consequence the PDAMs and the formal water institutions 

does not have the institutional capacity to benefit from these external ties to the private sector. This 

statement was only confirmed, when looking at the role of PPPs in the indonesian water sector, and 

the annulment of the 2004 Water Law. We therefore conclude that the formal water institutions in 

Indonesia, only encompasses medium external relations to the private sector. 	  
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9. Analysis Part III: Creating Shared Value in an Indonesian 

Institutional Context	  
	  

In the second part of our analysis, we derived specific institutional findings concerning the formal 

water institutions. Thus, we will now move a step to the right in our theoretical model, and assess 

how each of these institutional findings compare with the CSV assumption, that an enabling 

location is a necessity for CSV (Porter & kramer, 2011). Thus, we will in this chapter assess the 

compatibility between the institutional elements of our theoretical model in the specific case of the 

formal water institutions, with the enabling location element of our theoretical model (Element G). 	  

	  

9.1 Linking CSV and the developmental state of the formal water institutions	  

	  

The above institutional analysis of the Indonesian developmental state, and particularly the formal 

water institutions, carries with it some implications for the CSV assumption of our theoretical 

model (see Figure 3), which assumes that it takes an enabling location to foster a successful CSV 

strategy (Porter & Kramer, 2011). The purpose of this chapter is to analyse this particular CSV 

assumption of our theoretical framework, in light of the above institutional findings. As our case is 

settled within the Indonesian water sector, we focus on our particular findings in terms of the formal 

water institutions (see Table 5). 	  

	  

The outcome of this particular analysis is summarised in Table 6, where we conclude that the 

compatibility between CSV and the need for an enabling location is low in the Indonesian Water 

sector, in terms of the current state of inter-elite fragmentation, the elite-mass incorporation as well 

as the low internal organisation of the formal institutions. When it comes to the government's 

developmental role, the compatibility is high, and in terms of the formal institutions external ties to 

the private sector, we asseess that there exist a medium compatible with CSV. The reasoning behind 

these conclusions, will be outlined in the following sections. In line with this analysis, we will in 

the following chapter (Chapter 10) access how the specific CSV aspects of GLL, can interact with 

these institutional conditions, which influences the enabling location of the Indonesian water sector. 	  
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Table 6: Overview of Compatibility between CSV and the formal Indonesian Water Sector 

	  

Degree of 
CSV match 	  

Inter-elite 
Fragmentation	  

Elite-mass 
incorporation	  

Developmental role 
of GoI	  

Low internal 
organisation	  

Medium external ties 
to the private sector	  

CSV: Enabling 
Location	  

Low	   Low	   High	   Low	   Medium	  

	  

9.2 Assessing the Compatibility between CSV and the formal Indonesian water sector 	  

	  

In our theoretical framework, we draw on the insight by Porter and Kramer (2011), that in order for 

a CSV strategy to succeed, a certain level of institutional capacity and stability is necessary (ibid.). 

The findings contained in our institutional analysis (see Table 5), in many ways does not fit that 

description. Instead, we found that the formal water institutions was fragmented and that they 

follow a policy of mass-incorporation which decreases institutional autonomy. Despite the fact that 

the GoI pursues a developmental role, the internal organisation of the formal water institutions are 

characterised by low internal organisation, and possesses only medium external ties to the private 

sector. The following section will apply these findings and analyse how these institutional structure 

affects the enabling location, which CSV theory and our theoretical model assumes as a being part 

of a successful CSV strategy (see Figure 3).  

	  

9.2.1 Fragmented elite-alignment and an enabling location	  

	  

In the previous chapter (Chapter 8) we argued that the formal Indonesian water sector, was 

characterised by elite-fragmentation. Elite-fragmentation is a result of the decentralisation reform, 

which was introduced to solve the political instability following the suppressive but elite-united 

Suharto regime. The consequence of the decentralisation reform, is that Indonesia went from 

consisting of a unified state, to become a Republic of 491 independent units, who autonomously run 

the local water sector, as well as the local PDAMs. Consequently, it is clear that the elite-

fragmentation facilitated through the decentralisation reform, has created a more unstable political 

environment for the company to pursue CSV, as regulation and political priorities changes from 

unit to unit, and has only been further destabilised by the lack of a sound juridical framework in 

place, after the 2004 Water Law annulment (Horn, 2016; Ray & Ing, 2016). 	  
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Recalling the The Global Competitiveness Report 2015 – 2016”, unstable political environments 

was deemed the fourth largest obstacle for doing business in Indonesia (World Economic Forum, 

2016), which only confirms the above argument. Thus, the fragmented elite-alignment constitutes 

an institutional void (Khanna, 2005; Jacobsen, 2014), which makes it difficult for companies to 

navigate the market (ibid.; Asian development Bank, 2016). This complicates or even hinders the 

chances of a successful introduction of a CSV strategy, as it relies on transparency (Porter & 

Kramer, 2006), which the decentralisation and water law annulment has influenced negatively. 

Consequently, we define the match of the fragmented inter-elite alignment, as having low 

compatibility with a CSV strategy.  	  

	  

9.2.2 Elite- mass incorporation and an enabling location  	  

	  

The decentralisation reform has also been followed by free elections, and thus, elite-mass 

incorporation, as politicians is now more directly targeted with the opinions of their constituencies 

(Turner et al, 2009). As rational-individuals, the politicians are more respondent to the opinions of 

the mass, and are thereby less likely to introduce policies deemed unpopular by the population (Vu, 

2007). We therefore concluded that mass-incorporation makes the formal water institutions less 

autonomous (Evans, 1989). 	  

	  

Our case presentation, showed that 73 percentages of the PDAMs, are not running cost efficient. 

Still, local governments are hesitant to raise water tariffs, which are heavily subsidies, due to the 

fear of public outcry (Horn, 2016.). Consequently, we state that the elite-mass incorporation present 

in the formal water institutions, makes it more difficult for local government to introduce cost-

recovering policies for public water supply. This makes it difficult for the company to pursue a 

financial sustainable CSV model in the water sector of Indonesia. We therefore state that the 

compatibility between elite-mass incorporation and CSV in the context of the Indonesian water 

policy is low. 	  
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9.2.3  A developmental role of the state and an enabling location  

	  
Our analysis of the developmental role of the Indonesian state, revealed that the state has indeed 

committed to a developmental role through the RPJMN, the RPJPN, and the MP3EI. We therefore 

argued that the Indonesian state enhances a policy, which creates room for water companies to 

engage and fit their strategy to these policy goals. It is fair to state that  the developmental role of 

the GoI facilitates an enabling environment for the company to pursue a CSV strategy, as the policy 

makes room for the companies to engage in the water sector, and benefit both the company 

themselves and the GoI, hence benefitting both parties (Porter & Kramer, 2011). 	  

	  

The GoI realises the importance of including the private companies in achieving their goals, which 

has been facilitated through the Presidential Decree No. 16/2008. The Decree enables the 

formulation of PPPs for the development of domestic wastewater management (Asian Development 

Bank, 2016). Thus, the GoI not only has a goal which is conductive for CSV practices in the water 

sector, they also commit to a developmental process which opens up for private sector participation. 

This assumption is in alignment with the CSV theory arguing that CSV strategy can only be 

successful if the GoI is supporting its practice, by enabling room for outside-in linkages (Porter and 

Kramer, 2011). We conclude, that the developmental role of the GoI is compatible with CSV. 	  

	  

9.2.4 Low internal organisation and an enabling location 	  

	  

Despite that we have just found that the developmental role of the GoI is supportive of private 

sector engagement and CSV, the internal organisation of the bureaucracy does not follow. In their 

2016 report, the ADB states: “Progress in engaging the private sector in the delivery of 

infrastructure services in the water and sanitation sector has been slow. Factors that constrain 

public–private partnerships (PPPs) include institutional coordination and leadership issues, land 

clearance problems, poor project identification and preparation, and continuing regulatory 

uncertainty” (ADB, 2016, p. 97). This problem of slow progress has only been emphasised through 

the 2004 Water Law annulment. We conclude that the internal capacity of the formal water 

Institutions are low, and are a hindrance towards a CSV strategy.	  
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Kramer & Porter (2011) state that the government should be able to establish long-term financial 

funding for CSV, in order to avoid exploitative practices (ibid.). Our case presentation and the 

above analysis clearly showed, that the lack of finance for the water sector is severe, and 

exploitative practices performed by local governments on PDAM budgets are a common practice. 

Furthermore there is a high degree of corruption among civil servants, who also displays low 

capacity (Turner et al., 2009; Horn, 2016; Ray & Ing, 2016). Thus, we conclude that the internal 

organisation in terms of capacity and corruption, are not compatible with CSV practices, as cluster 

partners and interrelated relations are at the center of a CSV strategy (Porter and Kramer, 2011). 

The underlying reason for this, is to secure benefits for both partners involved, which in this case 

seem challenging, if the internal organisation and capacity of the bureaucracy does not permit it. 

This argumentation is based on the fact that corruption is a barrier for trust, which Gert Borrits 

states is a crucial instrument in Indonesia, as it is a bridging mechanism between the two parties 

(Gert Borrits, Appendix B).  	  

	  

9.2.5 Medium External ties to the private sector and an enabling location 	  

	  

We have stated that the environment for PPPs in the Indonesian water sector is not ideal, especially 

after the 2004 Water Law annulment (Asian Development Bank, 2016; Ray & Ing, 2016). We also 

found that the GoI is engaging in a developmental role, where increased private sector participation 

is a priority, and implemented by law at the overall level (Asian Development Bank, 2016). This 

makes it difficult for a company to pursue CSV, as there is currently little room for private 

engagement in the public service delivery of water. However, the GoI priorities officially state that 

they wish private engagement. 	  

	  

Our analysis of the formal water institutions revealed that PERPAMSI functions as an important 

intermediary between the formal water institutions and the private sector (PERPAMSI, Webpage). 

Thus, PERPAMSI can be viewed as a supportive local cluster for the business, which; ”help firms 

avoid costs and can reduce cycle time, increase flexibility, foster faster learning” (Porter & 

Kramer, 2011, p. 10). We conclude, that the formal water institution’s external ties to the private 

sector constitute a mediocre compatibility with a CSV strategy, due to the mixed environment for 

PPPs and private sector interaction with the formal institutions.   	  
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9.3  Summary of Creating Shared Value in an Indonesian institutional context 	  

	  

We have now assessed the compatibility between the institutional features of the formal water 

institutions in Indonesia and a CSV strategy. In three out of five of our institutional variables we 

deemed that the fit between the formal institutions and a CSV strategy was low. In terms of private 

sector ties, we deemed that the compatibility was at a medium level for a CSV strategy. It was only 

the developmental role of the Indonesian state, which was deemed high in terms of CSV 

compatibility. However, despite this high compatibility between developmental role and CSV, our 

analysis also showed that the formal water institutions at the moment possess little capacity to 

implement such roles. We therefore conclude, that when looking at the formal water institutions of 

Indonesia, we do not see an overall enabling environment for a CSV strategy. We will now turn to 

look at how these findings fits the specific case of GLL in the formal institutional context of the 

Indonesian water sector.	  
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10. Analysis Part IIII: Grundfos LifeLink and the Indonesian 

institutional context: A CSV match?   
	  
In the third part of our analysis we assessed the match between the current state of the formal 

Indonesian water institutions, and the enabling location, which is a prerequisite for conducting 

CSV. We will now compare the specific GLL take on CSV with the same institutional elements, in 

order to derive possible opportunities and challenges for GLL to engage in the Indonesian water 

sector and to discuss where GLL may differ from the more theoretical assumptions of CSV 

practices in terms of an enabling location. Thus, the fourth part of our analysis gather our previous 

findings and apply them on our specific case - GLL in Indonesia.   	  

10.1 Linking GLL and the formal Indonesian water sector 	  

	  

In accordance with the above analysis and our theoretical model, we will now assess the 

compatibility of GLL with the institutional context of the Indonesian water sector. We look into 

how GLL can pursue a CSV strategy, in terms of the institutional complexities entailed in the 

current water sector. Again, our point of departure will be in the five derived institutional 

characteristics, defining the formal Indonesian water sector (see Table 5). We argue that GLL and 

the formal Indonesian water institutions share a mutual interest. Thus, mutual interest exist despite 

institutional complexity and a lacking internal organisation, to effectively implement developmental 

policies. Furthermore, we assess GLL’s possibilities of overcoming some of these challenges 

contained in the formal water institutions water, in order to pursue a CSV strategy, which implies 

that both GLL and the GoI will benefit from the implementation of GLL solutions in Indonesia. 	  

	  

10.2 Grundfos LifeLink and inter-elite fragmentation 	  

	  

As we have discovered in our analysis of the compatibility between CSV and the formal water 

institutions, the fragmented inter-elite alignment of the current institutional regime, has a low 

compatibility with a CSV strategy (see Table 6). In practical terms this fragmented institutional 

system means, that GLL has to take into account all 491 independent local units when operating in 

the Indonesian market  (Ghosh & Kamath, 2012). Consequently, they need to access 491 different 

sub-regimes, which makes it very complicated for Grundfos to navigate this regime. It is worth 
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mentioning, that Grundfos Indonesia is geographically present at various locations throughout 

Indonesia, in order to respond to this particular challenge, as it can be difficult to sell and distribute 

only from Jakarta. Indeed, Indonesia is an archipelago with more than 17,000 islands, making the 

distribution possibilities complicated. Accordingly, Gert Borrits specifies that “You cannot  satisfy 

and serve the market only through exports. We need a local stock in Indonesia, in order to deliver 

our products, as it is very difficult to get products through the custom, and from island to island” 

(Gert Borrits, Appendix B). It is not only in terms of distribution channels, that it is wise for 

Grundfos Indonesia to be present in many economic centers throughout the archipelago, it also 

enables them to engage and create trust with the local formal institutions on location, which is 

important due to the Indonesian emphasis on friendly business relations (ibid.). 	  

	  

Moreover, being ‘on location’ throughout the archipelago enables Grundfos and GLL to strengthen 

their local cluster partnerships. According to Porter and Kramer (2011) creating cluster partnerships 

is a good way to pursue CSV. However, it is clear that GLL might encounter barriers to create such 

partnerships, and thereby a social license to operate, as trust takes time to create in Indonesia. 

Grundfos does not necessarily have pre-established trustworthy relationship in the BoP segment 

(target audience of the GLL), as Grundfos Indonesia do not usually target this specific market. 

Thus, it might be difficult for Grundfos Indonesia to reach their goal of selling 25 GLL solutions 

before the end of 2017 (Gert Borrits, Appendix B) as GLL will have to use a lot of time and 

resources to map and understand the different layers and regulations that exist in the local 

institutional structure. Hence, a CSV practice might not be successful as it is simply too complex to 

pursue in a fragmented political system as the Indonesian. We conclude, that GLL’s ability to 

overcome the challenges of inter-elite fragmentation are low. 	  

	  

10.3 Grundfos LifeLink and elite-mass incorporation 	  

	  

In our institutional analysis of the formal water institutions, we argued that mass-incorporation has 

enormous impact on water policies, as water regulation is essentially a social issues (Asian 

Development Bank, 2016). The elite-mass incorporation currently present in the formal institutional 

system, has a direct influence on the politician's ability to regulate prices, as they fear public outcry 

(Horn, 2016). Thus, price sensibility in the Indonesian water sector is very high. This might be 



104	  

challenging for GLL, as the GLL solution in itself is relatively more expensive than other water 

pumps at the Indonesian market (Gert Borrits, Appendix B). The GLL solution aims at being 

financially sustainable, which Peter Hansen also implies when he states that the GLL pumps are 

“kept at a fair price, so that poor and vulnerable people can actually achieve sustainability” (Peter 

Hansen, Appendix D). However, according to Gert Borrits, it is difficult to convince the GoI and 

even more their private partners, the local governments as well as the PDAMs, that a long-term 

sustainable product is worth the investment.	  

	  

Gert Borrits stress that even though the GLL products are compatible for the Indonesian market, it 

cannot stand alone in overcoming the many societal challenges, as well as satisfy the Indonesian 

demand for water, as “it takes much more water to saturate the Indonesian market” (Gert Borrits, 

Appendix B). The GLL solution are designed and meant for rural areas and the BoP segment, and it 

is in these areas that Gert Borrits has to embrace the mass-incorporation, as these areas are 

particularly price sensitive (Red Cross, Appendix F). The local governments have a tendency to 

prioritise short-term investments rather than long-term (Horn, 2016). This contradicts the theoretical 

CSV assumption, that CSV projects are striving to be long-term beneficial for both parties (Porter 

& Kramer, 2011). Consequently, we can conclude that mass-incorporation and the lack of 

autonomous formal water institutions, is a barrier for GLL and for a CSV strategy. 	  

 	  

10.4 Grundfos LifeLink and the developmental role of GoI	  

	  

The overall idea and design behind the GLL solution is to benefit small communities in rural areas 

with a BoP approach (Grundfos Report, 2014). However, the BoP segment is an unstable business 

environment (Prahalad & Hart, 2002), and is therefore not consistent with Porter and Kramer’s 

(2011) argument that CSV can only, or at least be more effective, if the location is at a certain level. 

Yet, we have already established that there are societal water challenges in Indonesia, and more 

importantly, that the GoI takes on a developmental role to target these issues (Vu, 2007, see Table 

5). Thus, there is space for foreign companies to contribute and to solve these societal issues 

through a CSV strategy (Porter & Kramer, 2011). Some of the societal limitations that exist in the 

Indonesian BoP segment and water sector, can be alleviated by the GLL solution and the positive 

spillover effects created from it, such as decreasing health issues (Red Cross, Appendix F). For 
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instance, even though Indonesia ranks fourth globally in total water resources, we have seen that 

four out of five Indonesians lack access to piped water (Horn, 2016), and that only 25 percentage of 

wastewater is treated to primary level (Bos Witteveen, 2012). These shortcomings, puts the water 

sector as a priority on the Indonesian political agenda (BAPPENAS, 2015), and thereby gives GLL 

the possibility to benefit from these priorities.	  

 	  

These water shortcomings and societal challenges make Indonesia an even more attractive sector 

for a CSV strategy, as GLL can contribute and help alleviate these challenges. The highlighted 

shortcomings corresponds well with the assumption of Porter and Kramer (2011) that there should 

be societal challenges that the company in question can contribute to solve, by pursuing their core 

expertise. Accordingly, Peter Hansen states that GLL wish to make economic profit in order to use 

this profit to implement even more GLL solutions, that can benefit even more people in the BoP 

segment (Peter Hansen, Appendix D).   	  

	  

Furthermore, Indonesia has a goal to achieve full water security, access to drinking water, and 

sanitation by 2019 (BABBENAS, 2015), which Gert Borrits mentions just changed to 2025 (Gert 

Borrits, Appendix B). Gert Borrits believes that this goal is not achievable as there are “a 

population growth of 2 - 3 million people each year, and in particularly because the GoI does not 

know how to prioritise their political water agenda” (Gert Borrits, Appendix B). However, in his 

perspective the GLL solution is a good match for Indonesia as “LifeLink can deliver something that 

the Indonesian does not already have, such as an automatic water treatment system” (ibid.). Peter 

Hansen supports this statement by saying “Indonesia comprise a good match for the GLL products, 

as their are large part of the population with no access to water, their is a high degree of poverty 

and especially urban poverty” (Peter Hansen, Appendix D). Thus, GLL and the GoI could benefit 

from inside-out linkages (the technology of the GLL products) and outside-in linkages (the friendly 

environment created through the developmental role of the GoI), which indicates an 

interdependence between Grundfos Indonesia and the GoI, that the GLL as a product can satisfy 

(Porter and Kramer, 2006). 	  

	  

There is a clear mutual interest between GoI and GLL (Whitfield & Buur, 2014). Hence, we 

recognise that the GLL solution has tremendous opportunities that are matching some of the 

challenges that faces the Indonesian developmental state. We therefore conclude that  GLL, 
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together with the developmental state of Indonesia, can contribute to help alleviate some of their 

water sector challenges. 	  

	  

10.5 Grundfos LifeLink and the low internal organisation of the formal water institutions	  

	  

We have found that there is a high degree of internal patronage and corruption in the Indonesian 

water sector (see table 3), which is not in line with a CSV strategy nor Grundfos’ own code of 

conduct (Grundfos (c), Webpage). According to Peter Hansen, there is no doubt that GLL and in 

general the entire Grundfos group condemns corruption practices (Peter Hansen, Appendix D). 

Hence, it could be argued that GLL, might have drawbacks and loss of profit, when having to 

secure ethical cooperation, with local partners that are largely characterised by corruption practices. 

Indeed, local government have taken advantage of the PDAMs budgets (Horn, 2016). Corruption is 

one of the most problematic factors for doing business in Indonesia (Worldbank, Webpage). These 

issues are not in alignment with the CSV theory, as one way to pursue CSV is through cluster 

partnerships (Porter & Kramer, 2011), which off course becomes limited if most of the local 

possible partners in the water sector uses corrupt practices. 	  

	  

Thus, this particular institutional variable of low internal organisation contradicts with the opinions 

voiced by our interviewees, that claim that partnerships is the best tool, when operating in EM’s 

(Peter Hansen, Gert Borrits, Red Cross, Appendix B, D, F). According to Peter Hansen, “We have 

to cooperate with partners in order for our business to succeed. For lifeLink in particular it is often 

the water authorities, as they are in charge of delivering water services to their population. 

Moreover, we also strive to have local partners, who can both sell our products, but who also are 

able to perform services on our products for the authorities “ (Peter Hansen, Appendix D).     	  

	  

However, the GLL product in itself can help reconceive the market practice, as it introduces 

technological transparency and thereby lessening the possibility of cash-stripping and the utilisation 

of the system for personal gains. The GLL pumps are monitored continuously through a monitoring 

and a management system, that processes all data and secures the maintenance of the pump 

(Grundfos (h), Webpage). Moreover, users extract the exact amount of water they have paid for. 

Thus, the system limits water waste and the recurrent challenge of theft (Gert Borrits, Peter Hansen, 
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Appendix B, D). The issue of theft is actually at the root of the automatic monitoring system, as this 

was one of the key challenges seen in the early GLL projects in Kenya. Peter Hansen highlights that 

this is an issue that is seen in most EM’s and “the rule of thumb is, that 50 percentage of the money 

disappear” (Peter Hansen, Appendix D).	  

	  

We conclude that the internal organisation of the formal water institutions contain severe challenges 

for Grundfos to engage in cooperation with the formal institutions. However, the GLL is a strong 

product, which in itself can help to overcome such issues of financial corruption, as well as inspire 

other sectors and companies to pursue such matters. Thus, GLL is well equipt to the tackle the low 

internal organisation of the formal water institutions, due to its transparent nature.    	  

	  

10.6 Grundfos LifeLink and the medium external ties	  

	  

According to Porter and Kramer (2011), the GoI should be interested in the participation of the 

private sector in realising their developmental role. In this respect, we have seen that it is important 

to create trustworthy ties especially in Indonesia. Grundfos has been present in Indonesia for 25 

years and is a member of PERPAMSI, thus having detailed knowledge about the water sector, its 

structure, and the relevant actors present in the market. Gert Borrits states that Grundfos is superior 

to their competitors present in Indonesia, due to their products and long presence in Indonesia (Gert 

Borrits, Appendix B). On top of that, Gert Borrits stress that Grundfos Indonesia has good relations 

with the Indonesian authorities, as they put a lot of effort and resources in fostering this 

relationship, even though Grundfos would never sell directly to the GoI (Gert Borrits, Appendix B). 	  

	  

Thus, Grundfos takes a role as an advisor when it comes to the GoI, by highlighting the mutual 

interest that Grundfos and in particular GLL and GoI have in terms of investing in sustainable water 

solutions. This is a great advantage when pursuing CSV, as the nature of CSV is to create a win-win 

situation for all implicated parties (Porter & Kramer, 2011). Peter Hansen states that GLL in general 

makes alliances in order to create friendly relationship and trust (Peter Hansen, Appendix D).This is 

in alignment with Whitfield and Buur (2014) who states that mutual interest is necessary between 

the ruling elite and the private sector in order to secure successful developmental outcomes. Thus, 
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GLL needs to establish such mutual interest with the GoI, in order to be successful in the 

developmental state of Indonesia. 	  

	  

However, due to the weak internal capacity of the formal institutions, we also stated that the state-

private sector relationship in the water sector, are only of a medium level (see Table 5). It can 

therefore be relevant for Grundfos and GLL to partner up with other actors. Indeed, Porter and 

Kramer (2011) states that “The most successful cluster development programs are ones that involve 

collaboration within the private sector, as well as trade associations, government agencies, and 

NGO’s” (ibid., p. 15). In this respect, both Peter Hansen and the RC belieev that there is a good 

trend for private companies to cooperate with NGOs (Peter Hansen, Red Cross, Appendix D,F). In 

Peter Hansen belief, NGOs can help create and establish relevant contacts, find relevant 

communities, and secure that Grundfos’ efforts in the community are well utilised. Thus, the role of 

GLL is to provide the right technology. On top of that Peter Hansen focus on the fact that together 

with partners, they have a much more robust influence and can furthermore limit overlapping work 

(Peter Hansen, Appendix D). Malene Pontoppidan and Jeanette Bækmark argues that the trend of 

NGOs and private companies to cooperate is a an idea that is growing in practice (Red Cross, 

Appendix F). 	  

	  

Nevertheless, GLL needs to create good relations with the communities they are operating in 

(Porter & Kramer, 2011). Hence, NGOs are a good support for GLL to work around the 

institutional complexities, as well as the lack of strong ties between the formal water institutions 

and the private sector in the Indonesian market. We can conclude that with the mediocre 

compatibility between CSV and the state-business relationship, GLL would benefit in partnering up 

with relevant NGOs, thus securing their corporate practices as well as reaching their goal of selling 

25 pumps before the end of 2017.  

	  

10.7 Summary of GLL and the Indonesian institutional context 	  

	  

We have analysed the compatibility of the institutional features of the formal Indonesian water 

institutions with GLL’s wish to enter the Indonesian market with a CSV strategy. We have found 

that GLL’s chance to effectively reach the BoP segment is mediocre. Indeed, GLL can not directly 



109	  

contribute or alleviate the challenges that exist in terms of inter-elite fragmentation, as 

decentralisation and central-to-local power distribution is a condition, which Grundfos needs to 

accept and can do little to change. However, they can advocate towards better and more transparent 

regulation through PERPAMSI and their good ties to the Indonesian decision-makers. 	  

	  

GLL might experience a barrier to success because of mass-incorporation. Even though GLL 

targets the BoP segment, the price and the long-term commitment are not necessarily matching the 

economic and political situation of these rural areas, as changes to water prices is a sensible 

political issue. However, it has become even clearer that there exist mutual interests between the 

GLL and the GoI, which is in accordance with a CSV strategy. Namely the long-term 

developmental commitments to upgrade the water sector in Indonesia suits a CSV approach. 

Nevertheless, the biggest barrier for GLL seems to be corruption in the formal water institutions. 

Yet, we have found that a partnership with an NGO can help lessen these challenges.	  

	  

Throughout our analysis we have focused on the institutional complexities of the formal Indonesian 

water institutions and inspected these findings in accordance with GLL’s interest of implementing 

their product with a CSV strategy in Indonesia. It has throughout our analysis become clear that the 

CSV theoretical assumptions do not necessarily match the actual reality which a CSV strategy will 

encounter when working in EM’s. In the following discussion we will take this contradiction up for 

critical discussion as we deem the practical implication we have encountered of high importance for 

the operationalisation of the CSV theory. We believe that CSV, if well defined, can contribute 

directly and with positive spillover effects to many of the challenges that can exist in developmental 

states. 	  
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11. Discussion of theoretical implications	  
	  

The purpose of this discussion is to identify the implications that exist when applying an 

Institutional stance on Indonesia, while determining if it is deemed an enabling location for CSV. 

We will furthermore acknowledge a number of shortcomings that follows our theoretical approach 

and suggest areas for further research that could contribute to address these shortcomings.  	  

	  

11. 1 Discussion of theoretical implication	  

	  

In our case study, we saw that GLL especially will encounter CSV challenges in terms of 

corruption, low bureaucratic capacity, and a fragmented political system with overlapping 

jurisdiction and a diverse set of political agendas. These issues, were only further complicated when 

we took into account that water is a social policy issue, and that in Indonesia, it is has been costume 

to heavily subsidised water tariffs (Horn, 2016). Consequently, we argue that it will be difficult for 

GLL to commercially implement a viable price for their products. The only institutional tie, which 

we deemed in shape for a CSV practice, was the fact that the GoI has stated some very ambitious 

goals in terms of water service delivery and sanitation. In other words, there is definitely a demand 

for GLL and CSV practices, however the institutional structure seems ill fit for that particular 

strategy, and thus based on our theoretical framework,  GLL cannot engage in a CSV strategy in the 

Indonesian water sector. 	  

	  

Yet, we have also seen that Grundfos has been capable of running a commercial business in 

Indonesia for the past 25 years, and that they do engage with the apparent corrupt government, 

through an advisory and supportive role (Gert Borrits, Appendix B). Furthermore, they have also 

been able to sell their relative expensive technology through an advanced system of local 

distributors, undermining the role of the social sensibility of water prices which we throughout our 

analysis has highlighted as problems for the CSV implementation (ibid.). Consequently, it would be 

fair to assume that Grundfos Indonesia do possess some internal capacity, which can work around 

these institutional complexities, that our theoretical model is not capable of capturing. Thus, we will 

now look at how a more practical approach to CSV and lacking capacity in formal institutions could 

be theorised through further research. 	  
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11.2 CSV and institutionalism: Solving the paradox?	  

	  

As we have previously mentioned our theoretical model only comprehends a part of the overall 

CSV theory, as it is outlined by Porter & Kramer (2011). While an enabling location is a theoretical 

prerequisite of their theory, they still state different ways that the more practical implementation of 

CSV can be done. These has not been included in our model, and thus we have not thoroughly 

analysed how the GLL products themselves or the pursuing of cluster partnerships, could help GLL 

on the way to succeed in Indonesia, despite the limiting formal institutional environment.	  

 	  

However, these issues have been encountered through the gathering of our primary data, where we 

have seen that GLL is not only being implemented between Grundfos and the local governments in 

the countries where they operate. Instead GLL also pursue partnerships, in order to overcome many 

of the institutional complexities, which our case study indeed has revealed is a factor when GLL 

operates in EM’s. For instance in Kenya, the GLL cooperation with the RC, was vital for securing 

the legitimacy of the project in the local communities, and the RC played an important role in 

convincing local populations to pay a higher price for their drinking water (Red Cross, Appendix 

F).	  

 	  

The above case is a concrete example of how GLL has used a different part of the CSV framework, 

namely the supportive industry cluster (see Element G in Figure 3) in order to encounter the 

institutional complexity, which we in our model found was an effect of mass-elite incorporation 

(see Figure 3). Thus, we argue that the inclusion of institutional elements into the CSV framework, 

will not only function as a yes/no questionnaire of whether a CSV strategy should be implemented 

or not. If properly included, CSV theory could actually become an operationalised framework, 

which businesses could utilise when encountering challenges in terms of formal institutions in 

connection with CSV practices. 	  

 	  

A suggestion for further theory building	  

	  

Our interview with both Peter Hansen and the RC only confirms our argument, that CSV needs to 

become more operationalised in terms of formal institutions and the institutional voids they often 

entail in developing markets. We found that the use of other private sector partners and NGOs, have 
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also been used to encounter problems of corruption, low capacity in the bureaucracy etc. in other 

GLL projects (Peter Hansen, Appendix D, Red Cross, Appendix F). Indicating, that while our 

dissertation has highlighted the need for the incorporation of institutionalism into CSV theory, a 

further understanding of its connection to CSV practices still needs to be operationalised. In other 

words, which institutional voids can be overcome by CSV practices and which institutional 

elements are red flags, which will hinder CSV implementation on the ground?	  

 	  

Taking a point of departure in our proposed theoretical model, we therefore suggest that the 

independent contribution of our five institutional elements (Elements B – F), should be isolated and 

tested, in order to gain an understanding of what types of institutional complexities actually entails 

a red flag, and what type of institutional voids that can be worked around by incorporating other 

CSV concepts and practices. These isolations could be performed via multiple comparative CSV 

case studies in EM’s, or through quantitative data collection among CSV managers in a variety of 

companies, NGOs, sectors and markets.	  
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12. Conclusion	  
 	  

We will throughout this conclusion answer our stated research question, evaluate our use of theory 

and critically assess our methodological approach. Our conclusion will summarise our main 

findings and critically assess the strength of our research. This dissertation sought to analyse and 

answer the following research question: “How does the formal institutional framework of the 

Indonesian water sector affect the possibility of Grundfos LifeLink to implement a Creating Shared 

Value strategy?”. In order to answer this, we utilised a critical realist methodology where we 

through a deductive research approach, developed a theoretical model based on developmental state 

theory and the CSV assumption - that it takes an enabling location to foster a successful CSV 

strategy (Porter & Kramer, 2011). This model was developed in order to assess and analyse the type 

of enabling location present in Indonesia, and in particular the Indonesian water sector, and to 

compare it with GLLs possibilities for implementing a CSV strategy. 	  

	  

We detected a number of institutional variables, which we identified being barriers for an enabling 

location, thus affecting the possibility of following a CSV practice. When putting these variables in 

relation to the formal Indonesian water institutions, we revealed four severe obstacles for GLL to 

succeed with a CSV strategy. There is a lack of clear regulation and transparency in the political 

system. Moreover, the Indonesian politicians fear the public outcry of increasing prices, therefore 

we have detected an unwillingness to introduce sound and financial sustainable governance of the 

water sector. We have identified severe corruption, rent-seeking behaviour and a lack of capacity, in 

particular at the local level governments. Lastly, there is a lack of cooperation between the state and 

the private sector. Consequently, it was found that the formal institutional framework is 

characterised by institutional voids, which we deem as being barriers for GLL to succeed in 

pursuing a CSV strategy in Indonesia. In short, the formal institutional framework in Indonesia 

threatens the ability of GLL to pursue a CSV strategy in terms of low capacity, corruption, 

confusing regulatory and political environments, and a lack of private sector inclusion. 	  

	  

Meanwhile, our overall conclusion suggest a negative compatibility between the formal Indonesian 

water institutions and the practice of a CSV strategy, we also found	  that GLL would have 

prerequisites to overcome these four derived barriers as they have strong knowledge and relations to 

the GoI and other agents in the water sector. This explanation is based on the assumption that 
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mutual interest and trustworthy relationships increases the possibility of pursuing successful CSV, 

as these actors facilitate the licence to operate in the Indonesian market for GLL. In order to assess 

the exact possibility of GLL to overcome the institutional voids through internal capacities, a firm-

centric analysis is needed, which is outside the scope of this dissertation. 	  

	  

12.1 Reflections on our theoretical framework 	  

	  

From an academic perspective, research about CSV is still relatively limited. This study represents 

an attempt to explain how a developmental state might not be compatible with a CSV lens, as 

prescribed by Porter and Kramer (2011). Therefore we developed a theoretical model, which could 

explore this relation. We believe that our theoretical model contributes to the literature by proposing 

a systematic overview of what makes an enabling location in a developmental state, and how this 

type of developmental location affects the possibility of pursuing CSV.   	  

	  

Our theoretical model (see Figure 3) highlighted that Porter and Kramer does not take into account 

a contextual understanding, leaving out a detailed explanation of what makes an enabling location. 

Example of such is that the CSV theory lacks an apparent operationalisation process, which also 

influences its generalisable merit. Thus, GLL cannot use the theory as a cookbook for pursuing 

CSV in the Indonesian water sector. We can conclude that it is simply a necessity to optimise the 

CSV theory, so that it becomes operational in practice. We believe that this study has contributed to 

understanding the underlying mechanism in a developmental state that should be taken into 

account, when optimising the CSV theory. We have listed five institutional variables that we 

believe should be taken into consideration, when identifying an enabling location in a 

developmental state. Surely, we do not claim to have identified all the key characteristics that will 

make CSV applicable for all developmental states. However, our theoretical conclusions might be a 

point of departure and may contribute to defining the preconditions for strategic CSV, and thereby 

contributing to making the CSV trend among scholars and practitioners more applicable. 	  

 	  

We choose to use developmental state theory by Evans (1989), Vu (2007) as well as Whitfield and 

Buur (2014). These scholars provided analytical tools to investigate the influence of historical 

events, as well as the internal and external structure of the developmental state, and how these 

influences the possibility of a state to pursue sound developmental policies. Thus, we used a very 
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state-centric perspective drawing on both historical and rational choice institutionalism, as we 

deemed these methods useful in analysing our empirical findings at the Empirical Level, and to 

uncover mechanisms and tendencies at the Real Level (see Figure 1). Other institutional theories 

could have been applied, creating different variables and focus, but we chose these in terms of their 

analytical capacity, and their strong basis in the Asian developmental state, which both Evans and 

Vu focuses upon. 	  

	  

12.2 Reflections on our methodological choices	  

	  

We will in this part reflect on the methodological and practical limitations and strengths of our 

study. We have during our study proposed a theoretical model and produced empirical validation. 

We recognise that our conducted research and single case study method does not provide an 

universal explanation for all future CSV projects in developing countries and emerging markets. 

Nevertheless, our case study provided an in depth research and understanding of the mechanisms 

that a foreign company should take into account when pursuing a CSV strategy in the Indonesian 

water sector.  	  

	  

Moreover, we recognise that our qualitative approach towards this single case study is highly 

dependent on our chosen theory, and has shaped the type of empirical date that we have collected. 

Our interviews have provided us with insights into the interviewees’ perspective on both CSV and 

how it is to operate in a developmental market and in Indonesia. These personal interpretations have 

provided us with information and knowledge that could not have been provided neither through 

other sources of qualitative or quantitative data. 	  

	  

In sum, we believe that our method has proven sufficient in order to analyse and answer our stated 

research question and fulfil our research agenda. Our method has provided a thorough step-by-step 

analytical approach, to uncover formal institutional mechanisms for CSV practices. We recognise 

that the generalisable merit of our study is limited, and that cross-sector and longitudinal studies 

could improve this shortcoming of a single case study.  	  
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Appendix A - Gert Borrits (Grundfos Indonesian): Interview Guide	  

The Indonesian market: Institutions  
1. Hvordan ser Indonesien på vandindustrien ?  

2. Hvor ser du de største muligheder på det indonesiske market?  

3. Hvad er de største udfordringer ved at navigere i det Indonesiske bureaukrati?  

4. Hvordan er jeres samarbejde med de Indonesiske myndigheder og institutioner centralt og   

decentralt?  Og hvilken form tager det samarbejde?  

5. Hvordan ser I på reguleringen af vandindustrien?   

6. Og i den forbindelse: hvordan holder I jer opdateret på ændringer og nye tiltag i vandindustrien?  

The Indonesian market: Competition and location  
	  

7. Hvorfor er det interessant at være lokaliseret i Indonesien? Og er det en nødvendighed at være fysisk  

tilstede på market?  

8. Hvordan ser feltet af konkurrenter ud i industrien? udenlandske?  

9. Hvem er jeres primære samarbejdspartnere? Offentlige, kommercielle eller non-profit? 

10. Hvad skal der til for at et samarbejde med interessenter bliver en success? 	  

LifeLink og det Indonesiske marked 
11. Hvorfor er LifeLink et godt match til Indonesien? 	  

12. Hvorfor er det at Grundfos introducere det nu?  

13. Hvilke erfaringer kan du tage med fra Vietnam når LifeLink skal implementeres i Indonesien? 

14. Hvordan forestiller du dig at LifeLink bedst kan blive introduceret på det Indonesiske marked? 

15. Hvad er den største forhindring for at LifeLink bliver en success? Og hvad er jeres succeskriterier? 	  

Creating Shared Value  
16. På baggrund af Indonesiens målsætning om 100 % vandforsyning, og de globale udviklingsmål om 

vand i MDGerner og SDGerne, ser du så at LifeLink er et produkt som er velegnet til løfte de 

målsætninger i Indonesien? Hvorfor?	  

17. Har i fokus på samfundsansvarlige tiltag? Hvis ja, hvordan implementere i dem så i jeres strategi og 

hvorfor? 
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18. Er i offentligt anerkendt for at være en samfundsansvarlig virksomhed i Indonesien? Hvis ja, giver 

det jer ‘licence to operate’? 

19. Vi kan se at Grundfos opererer med konceptet ‘Creating Shared Value’ -  hvordan fortolker du CSV? 

Og er det et koncept som Grundfos opererer med i Indonesien? 
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Appendix B - Gert Borrits (Grundfos Indonesia): Interview Summary 
	  
Interviewet med Gert Borrits er delt op i fire fokusområder; De Indonesiske institutioner og deres 

udfordringer de medbringer, den eksisterende konkurrence i Indonesien, LifeLink produktet i 

forbindelse med det Indonesiske marked og sidst men ikke mindst Creating Shared Value (CSV).	  
 	  

Vandindustrien er placeret højt på den Indonesiske regerings prioritet liste, da det er basen for velfungerende 

byer. I den forbindelse fremhæver Gert Borrits, Joko Widodo (den nuværende Indonesiske præsidents) 

målsætning om at der skal være 100% tilgængelig vand til alle indonesere i 2025. Gert Borrits understreger, 

at målet var sat til 2019 og lige ændret til 2025. I hans perspektiv, er dette mål umuligt at opnå da de nu 

ligger på omkring 40% samtidig med at de har en “befolkningsvækst på 2 til 3 millioner personer om året, og 

særligt fordi den indonesiske regering ikke ved hvordan de skal prioritere deres politiske vand-dagsorden”. 	  
	  

Udover det entusiastiske mål, mener Gert Borrits at ”de ikke kan finde ud af, at håndtere de eksisterende 

udfordringer med vand”. Han forklarer at de for eksempel investerer meget af deres vand på ris, hvor 

vandforbruget er højt da det fordamper hurtigt. Gert Borrtis mener at dette er et dårligt fokusområde, da 

Indonesien i hans perspektiv burde fokusere på forældet fødevarer såsom agurker.	  
 	  
Grundfos satser for det meste på Commercial Building Service (CBS), dog understreger han at Grundfos er 

indblandet i størstedelen af den Indonesiske vandindustri – grund og overflade. Ud af de ca. 300 

vandforsyningsselskaber, så har Grundfos udpeget 25 der har en anstændig økonomi, hvilket betyder at de 

har mulighed for at betale for Grundfos’ produkter. Det er primært disse, som Grundfos har valgt at 

samarbejde med. Derudover, ligger Gert vægt på at disse vandforsyningsselskaber for det meste er placeret i 

større byer, hvor økonomien er i bedre ’form’ end i landsbyerne. I den forbindelse præciserer Gert Borrits at 

tingene er ved at ændre sig i Indonesien og at der kommer indenfor 5 til 10 år, til at være en masse ’Waste-

Water’ projekter, da de mangler en løsning på den høje forurening og affalds problemstilling. 	  
 	  

Gert Borrtis fremhæver at der ingen penge er i at etablere vandbehandlingsmåler (water-treatments) til 

forskel for at etablere rent vand, hvilket man godt kan opkræve betaling for. Dette skyldes at Indoneserne 

ikke har råd og derved vil Grundfos aldrig få noget overskud af at sælge vandbehandlinger. Derudover, har 

rent vand brug for kontinuerlig behandling. Jo mere vand der bliver indkøbt jo mere vand skal behandles i en 

senere periode.	  
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Selvom Grundfos er placering på det Indonesiske marked, så finder Gert Borrits bureaukrati og lovgivninger 

den største udfordring; ”Det er for svært og kompliceret at finde ud af hvad man må og ikke må med sin 

business licens”. Det er for svært at få arbejdstilladelse i og med, at det er myndighederne der bestemmer 

hvem der kan få det. I den forbindelse fremhæver Gert Borrits, at de Indonesiske myndigheder har en negativ 

liste med forskellige produkter som de enten gerne vil støtte, eje en del af eller forbyde. Grundfos Indonesien 

har kæmpet of holder fast i deres licens, hvilket gør at de kan eje deres produkter 100%, hvilket også tillader 

dem at producere og distribuere. På baggrund af deres resultater skal de søge en ny licens hver femte år.  	  
 	  

Imidlertid, siger Gert Borrits at de ikke følger grundig efter de indonesiske lovmæssige skift, da de sælger til 

faste forhandlere som de samarbejder med og underviser i, hvordan Grundfos’ produkter skal sælges og hvad 

de rent faktisk kan. Derudover, sætter Grundfos meget fokus på bæredygtige produkter hvilket har brug for 

endnu mere salgs-overbevisning. Gert Borrits nævner for eksempel at det kan være svært at sælge ’Life 

Cycle-cost’, hvilket indebærer at informere deres samarbejdspartnere rent teknisk, om hvorfor det er bedre at 

betale 20% for derfor at have et produkt der holder længere. 	  
	  

Grundfos Indonesiens store mission er i øjeblikket at reklamere for solenergi. Dette lykkedes også for dem 

siger Gert Borrtis; ”vi giver nemlig ’value’ til vores kunder” både i forhold til deres produkter, men også ved 

at holde kontinuerlig kontakt med deres kunder og skabe relationer; ”man skal stole på hinanden”. Dette er i 

Gert Borrits øjne en af de største udfordringer for vestlige virksomheder der kommer på det Indonesiske 

marked - især fordi det indonesiske marked er så stort. Man bliver derfor nød til at være fysisk til stede; 

”man kan ikke tilfredsstille markedet ved kun at være eksportør derfor skal vi have et lokalt lager de kan 

levere deres varer fra, da det ellers tager enormt lang tid, at få produkterne igennem tolden og fra ø til ø. 

Man skal være her fysisk”. Derudover præciserer han at der er enorme kulturelle problemstillinger; 

”sprogmæssigt er det en kæmpe udfordring og derudover agerer de forretningsmæssigt fuldstændig 

anderledes”.	  

 	  
Konkurrencemæssigt, ser Gert Borrtis ingen større udfordringer da han insistere på, at de er de bedste trods 

tilstedeværelsen af ; Sunanda,  KSB,  Torishima,  Veolia,  ITT Coporation etc.	  

  	  
Gert Borrits mener at LifeLink er et godt match med det indonesiske marked, da de har mange 

samfundsmæssige problemstillinger, som LifeLink produktet kan svare på. Det er i den forbindelse også en 

beslutning, som er taget af Grundfos LifeLink HQ. Succeskriterierne ifølge Gert Borrits er at ”LifeLink skal 

levere noget Indonesiens ikke allerede har, såsom en automatisk vandbehandling måler”. Derudover, kan 

Grundfos Indonesien bruge deres ’lessons learned’ fra Thailand, da ”indoneserne køber ikke noget uden af 

have bevis for at det virker”. Gert Borrits nævner, at de ikke har deres ’business plan’ endnu og at de er ved 
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at ansætte en ’LifeLink Development Manager’, men at de håber på at kunne sælge 25 LifeLink pumper i 

2017, hvilket han også tror på da ”jeg har næsten allerede solgt 3 til 4 systemer i Bali til et 

privatbehandlingsfirma, som leverer vand til nogle af de andre øer”. Gert Borrits ser den største udfordring 

for LifeLinks succes i Indonesien værende at ansætte den rigtige person og “det bliver nok udfordrende da 

LifeLink produktet i sig er relativt dyrere end andre vandpumper”.	  
 	  

Derudover, kan LifeLink bidrage med at opnå Indonesiens mål om 100% ren vandforsyning, SDG’erne og 

MDG’erne da LifeLink er designet til at hjælpe de fattigste. Han påpeger for eksempel deres ’safe 

collection’, hvilket forhindrer tyveri; ”De fleste indonesere vil stjæle med arme og ben, hvis de får mulighed 

for det. Det er helt sikkert. Men med LifeLink kan man jo se præcis hvor meget vand der er produceret og 

leveret – det utroligt stærkt”. Derudover kan man med LifeLink, nå nogle områder man ikke har førhen og 

dette kan også hjælpe med at øge gennemsigtigheden af projektet og sørge for at brugerne stoler på 

produktet.	  
Gert Borrits understreger dog, at selvom LifeLink er ”et trumfkort i landdistrikterne” så kan LifeLink ikke 

stå alene da ”der skal meget mere vand til for at mætte Indoneserne”. 	  
 	  

Det er klart at se, at Lifelink er en del af Grundfos samfundsansvarlige tiltag.	  
Grundfos Lifelink har modtaget nogle penge fra koncernledelsen, hvor de skal etablere et LifeLink CSR 

projekt. De har to muligheder i støbeskeen, hvor NGO’er kunne få tildelt en sum penge og sørge for at 

produktet kom ud i de rette områder, og hvor Grundfos Indonesien skulle instruere i hvordan LifeLink skal 

bruges. Eller hvor LifeLink kunne bruges som et demo-projekt.	  
 	  

Gert Borrits mener at Grundfos er anset af Indoneserne, som værende en ansvarlig virksomhed. De fik blandt 

andet en pris som den mest ansvarlige virksomhed i Indonesien (Most Value Brand –prisen). I denne 

kontekst understreger han at ’Brand’ og ’Business’ hænger sammen og er meget ens i en CSR strategi.	  
Gert Borrits er ikke bleg for at sige, at han mener, at Grundfos Indonesien og Grundfos CSR strategi i det 

hele taget ”gør det bedre og meget mere end andre virksomheder”. Han anerkender dog også at ”vand 

allerede for starten er et produkt som er life saving af natur”. Han fortæller i denne sammenhæng en 

anekdote om et besøg på Komodo øerne, hvor Gert Borrits fik topdirektører med til at rydde op og samle 

skrald på stranden; ”vi gør det anderledes og ligger vores sjæl i det. Det gør vi alle steder i Grundfos det er 

vores natur”.	  
 	  

Til gengæld, svarer Gert Borrtis på spørgsmålet; Hvad er Creating Shared Value for dig? At han ikke kender 

til begrebet; ”jeg har ikke lige set det ordvalg, men du mener at det er shared value imellem forskellige 

partnere?”. Det er ikke noget de har opereret med i Indonesien. 	  
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Appendix C - Peter Hansen (Grundfos LifeLink): Interview Guide  

Grundfos LifeLink Background  
	  

1. Kan du fortælle os om baggrunden for LifeLink og det første projekt?  

2. Hvor meget udgør LL i hele Grundfos? og hvilken prioritet har det i koncernen 

3. Hvad kan LL forhold til jeres andre produkter?  

4. Hvorfor valgte I at indtage Kenya, som det første marked?  

5. Hvilke erfaringer tog I med jer fra det første projekt?  

6. Er LifeLink er en god entry strategy, eller er det nødvendigt, at have været på markedet i en 

længerevarende periode før det kan implementeres?  

7. Hvordan er beslutningsprocessen når I beslutter at implementere LifeLink produkterne i udlandet?  

8. Hvordan bestemmer I hvor LL skal have kontorer henne, rundt i verden?  

9. Hvad betyder eksterne partnerskaber i forhold til LifeLink?  

10. Hvilken rolle vil I helst have når I indgår i partnerskaber?  

11. LifeLink modtog en FN pris for et år siden (Momentum for Change Lighthouse Activity Award in 

the ‘Information and Communication Technologies’ category)– hvad har det betydet? Hvorfor tror 

du I har fået den?  

12. I forbindelse med modtagelse af prisen, har I nævnt at I har et mål om at LifeLink skal nå ud til 10 

millioner mennesker. Hvad er strategien for dette?  

13. Hvordan kan Grundfos LifeLink være med til at opnå SDG’erne? Og fokuserer I jeres strategi på 

SDG’erne?   

Grundfos LifeLink and emerging markets   
	  

14. Hvorfor blev det besluttet, at Grundfos LifeLink, skal være en del af det indonesiske markedet?  

15. Hvad betyder institutionel stabilitet i de lande I opererer i? F.eks. Indonesien? (Property rights). 

16. Vandsektoren er ofte tungt regulerert af regeringer  - hvilke udfordringer er der ved at arbejde med 

udviklingslande ? Og hvordan håndterer I disse udfordringer?  

17. Hvordan tager I kontakt til beslutningstager? Hvad er jeres arms længde princip?  
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Creating Shared Value 

 

18. Hvordan fortolker du Creating Shared Value?  

19. Hvad er forskellen på CSV og CSR? 

20. Hvordan er LifeLink bygget op omkring disse to begreber?  

21. Operer I med en CSV strategi? 

22. Reklamere I med, at I bruger en CSV stragi? Forstår jeres samarbejdspartnere hvad CSV er? 

Explicit? Implicit? 
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Appendix D - Peter Hansen (Grundfos LifeLink): Interview Summary	  
 	  

Interviewet med Peter Hansen er delt op i tre hoved temaer; 	  
LifeLink’s baggrund og dens udvikling, LifeLink’s brug af Creating Shared Value og de potentielle 

markeder.	  
 	  

Peter Hansen starter ud med at understrege at ”verdenen er ikke så meget i balance som vi kunne håbe på”. I 

den forbindelse fortæller Peter Hansen, at hele LifeLink projektet startede ud med at fokusere på Grundfos’ 

ekspertise, nemlig vand og sætte det op imod de områder, hvor der er flest vand problemstillinger så som 

forurenet vand. Grundfos besluttede derfor, at dedikere en enhed til virkelig at forstå markedet og deres 

mangler, da dette var noget Grundfos og deres ekspertise i vand kunne bidrage med. Han fremhæver at rent 

vand som regel forøger vækst i det pågældende samfund, formindsker sygdomme og økonomiske ustabilitet. 

”Grundfos vil gerne være med til at påvirke noget af alt den elendighed der er i verden gennem at lave 

forretning”.	  
 	  

Peter fremhæver opbygningen af de vigtigste segmenter i Grundfos for at kunne forstå placeringen og 

LifeLink’s størrelse i hele koncernen; derved er der ’Building services’, som laver cirkulations pumper til 

private hjem, ’industrisegmentet’, som laver systemer til industrien, ’Water Utility’ segmentet, som har 

fokus på at få støtten af forskellige myndigheder, og sidst men ikke mindst er der LifeLink, ”der decideret 

varetager de fattiges interesser i Grundfos”. Han præciserer, at LL er en lille del af Grundfos’ overodnede 

koncern, men at LL er en attraktiv størrelse når man sidder ude i landene og skal forhandle med 

myndighederne og politikerne, og især i en fattigdoms kontekst. Derved, åbner LL en masse forretning til 

deres ’Water Utility’ kollegaer, som de er tæt forbundet til. I dette perspektiv, understreger Peter Hansen at 

deres overskud ikke kun er det direkte salg, men også salget som kommer sig af LL’s arbejde i de respektive 

lande.	  
 	  

Det første projekt blev implementeret i Kenya, hvilket Peter Hansen forklarer bunder i deres dygtighed 

indenfor mobile-banking (M-Pesa) ”jeg kan huske første gang jeg kom derned der måtte de belære mig om 

hvordan systemet fungerede”. Den anden grund var, at deres vand infrastruktur og deres myndigheder osv. 

fungerede ganske tilfredsstillende set i en afrikansk kontekst og sidst men ikke mindst  ”så er der historisk, 

nogle rigtige gode relationer mellem den kenyanske regering og den danske regering”. Derudover, 

frembringer han at ”Afrika er væsentlig sværere at operere i end Asien, så hvis vi i princippet kunne klare 

den i Kenya, så kunne vi klare den stort set anywhere”.	  
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Dog siger Peter Hansen, at der var mange holdninger imod deres tanke om at integrere vand og 

mobilteknologi i bunden af pyramiden og at dette ikke ville generere overskud. Derfor, valgte GLL at 

samarbejde med NGO’er, som kunne hjælpe Grundfos med at skabe kontakt, finde relevante lokalsamfund 

og sørge for Grundfos’ donation og derved lade Grundfos koncentrere sig om selve teknologien. Dog 

fungerede denne opstilling ikke. Grundfos blev derfor nød til at kreer et juridisk selskab i Kenya og have 

ansatte, som skulle håndtere de her pilotprojekter for os ”vi skulle lige pludselig leje NGO og derudover være 

fysisk til stede da der blev boret huller, for at sørge for, at blev gjort korrekt” da der også blev snydt dér. 

Peter Hansen understreger, at der var mange faldgrupper. Dog fandt GLL ud af, at slutproduktet skulle være 

bæredygtigt i den forstand at systemerne kunne gavne beboerne og sikre at vandet var en smule billigere. 

”Hvis man tager den viden, i dag har LL nu, lukket aftaler med nogle af verdens allerstørste NGO’er, hvor 

de nu arbejde omkring at tage bæredygtigheden til et helt andet niveau og det havde været uhørt for tolv år 

siden”.	  
 	  

I den forbindelse fortæller Peter Hansen, at en af de største øjenåbner og problemstillinger der var, ved at 

sælge vand i Kenya, var korruption. Han påpeger at der typisk er ganske få mennesker i et lokalt samfund, 

som har adgang til donationen som er ment til at bruges på vand, og at der oftest forsvinder en masse penge i 

den forstand; ”En generel regel hedder at der er 50% af  pengene der forsvinder”.  LL produktet kunne 

derudover begrænse vandspild og monitorere mængden og priser. Dette giver i Peter Hansens’ perspektiv, en 

masse penge til at vedligeholde systemerne. I den forbindelse understreger Peter Hansen, at det i dag er 

legitimt at tale om at overføre projekter til samfundet og have professionelle firmaer til at servicere det. Det 

er en hel ny dagsorden der er sat til at servicere vand til de fattige.	  
 	  

Peter Hansen sætter fokus på partnerskaber med NGO’er, og præcisere at NGO’er spiller en kæmpe rolle. 

Han mener at der er lang støre gennemslagskraft ved at samarbejde og hjælpe hinanden overfor de lokale 

myndigheder. Han siger dog at LL godt kan stå alene i deres projekt, dog mener han ikke at succesraten ville 

være ligeså bastant; ”du er nød til at samarbejde med partner, for at få succes med vores forretning, lige med 

LifeLink er det typisk vand myndigheder, da vandmyndighederne er dem der har ansvar for at levere vand til 

deres befolkning”, derudover, ”vil vi meget gerne have partnere lokalt der både kan sælge for os, men også 

servicere vores produkter overfor myndighederne” Vi laver alliancer for at få en genskabt tæt kontakt til de 

pågældende lande. Derudover, fremhæver han, at de derved undgår plet-løsninger og kan konstruere 

langvarige projekter. Peter Hansen mener at de ”udleverer deres LifeLink drøm igennem deres partnere ud i 

landene”, derfor er det ikke nødvendigt for Grundfos fysisk at være til stede dog stadig en fordel da det er 

nemmere for lokalkontorerne og lokaldistributørerne at finde konkrete løsninger men også til at bruge LL til 

at positionere Grundfos overfor politiker, ministerier og derved også opnå mere salg end bare LifeLink 

segmentet.Når de vælger hvilket partnerskaber de vil gå ind i, så er det ikke nok for Grundfos at 



135	  

ditributørerne f.eks, er dygtige til at lave vandprojekter. Han pointerer, at partnerne skal have visse værdier;  

”er du villig til at investere i 100 vandinstallationer vel vidende at du kommer til at miste penge på 40 af 

dem, men så få et brag af et overskud på de 60?”	  

 	  
Derudover er Peter Hansen ikke bleg for at indrømme at korruption er en stor udfordring i disse lande. Dog 

pointerer han, at de tager afstand fra korruption og at ”der er en masse salg vi taber på det, men vi tager 

stærkt afstand fra korruption”.	  
I den forbindelse påpeger Peter Hansen, at de har nogle kriterier for hvor LL skal placeres så som, 

fattigdomsraten, vandmanglen, hvor veletableret vand myndigheder er, korruptionsraten.	  
 	  

Grundfos LL har vundet to priser, nemlig en pris i Rio i 2012 og fra FN i 2015.	  
Peter Hansen mener at grunden til at de differentierer dem selv og at de modtog disse priser er baseret på 

deres evne til at kombinere innovation, forretningsmodeller, service og partnerskaber. Det er fire 

komponenter hvor han mener Grundfos sætter et helt andet niveau for bæredygtighed og ikke nødvendigvis 

grundet af  deres brug af ’ vedvarende energi’ tiltag/produkter. Han mener at LL har vist sig at lave 

velvarende fungerende produkter der gavner de fattige, hvilke er ”en kompleks størrelse, som man ikke har 

set andre byde på og som også har været langvarig”.	  
Prisen er en kæmpe anerkendelse til Grundfos. Han tror også at prisen får flere og flere NGO’er til at ville 

samarbejde med private virksomheder.	  
 	  

Dog mener han ikke at det er direkte relateret til deres brug af Creating Shared Value konceptet, da Peter 

Hansen fremhæver at ”det bruger jeg ikke”. I hans perspektiv skal GLL lave en forretning der giver lidt 

overskud, og det overskud skal de bruge til at nå ud til flere lande og til at lave nye platforme det kan f.eks 

være indenfor landbrug og fødevare. Samtidig, skal de produkter og innovationer have ”en fair pris, så de 

fattige mennesker rent faktisk kan opnå bæredygtighed”. Peter Hansen, ser CSV, som et livssyn Grundfos 

har for at skabe en bedre balance og adgang til vand kontinuerligt. Han ser, at virksomhederne virkelig 

engagerer sig i de her problemstillinger og ikke bare for at “få to linjer ind i deres bæredygtighedsrapport”. 

Derfor bruger han ikke ordet shared value som den teoretiske definition.	  
I den forstand underviser han ikke sine partnere eller lokalansatte i CSV dog påpeger han; ”Jeg har 

mennesker i de lokale kontorer der er malet LifeLink”.	  
 	  

I den forbindelse slutter interviewet af med at påpege at “Indonesien er et godt match for LL produkterne i 

den forstand at der er mange der ikke har adgang til vand, der er meget fattigdom og der er rigtig meget 

urban fattigdom”.  Derudover, har dem”ambitioner om at nå ud til 10 millioner  brugere inden 2020, hvilket 

bare er en dråbe i havet desværre”.	  
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Appendix E - Malene Pontoppidan and Jeanette Bækmark (Danish 

Red Cross): Interview Guide 	  

LifeLink i Kenya 
 	  

1. Kan du fortælle os om LifeLink projektet I Kenya, og din involvering i det? 

2. Hvordan opstod projektet, og hvordan blev Røde Kors en del af det? 

3. Hvem formulerede strategiske målsætninger? Hvem tog lederrollen? 

4. Hvordan var partnerskabet defineret? Og hvem gjorde hvad? 

5. Hvordan var forholdet mellem de forskellige partnere i projektet ? 

6. Var projektet en succes objektivt set? Og var projektet en succes for Røde Kors? 

7. Hvordan synes du projektet kunne være gjort anderledes?  

8. Hvordan ser projektet ud nu?  

Creating Shared Value  
9. Hvorfor er det interessant for Røde Kors, og NGOer mere generelt, at søge partnerskaber med 

kommercielle virksomheder? 

10. Hvilke kriterier overvejer I inden I indgår sådanne partnerskaber? 

11. Hvordan fortolker du konceptet “Creating Shared Value”? Og tror du det kan være med til at løse 

SDGerne ? 

12. Kan CSV i din optik overkomme de svære institutionelle forhold man ofte støder på I 

udviklingslande? 

13. Hvordan synes du Grundfos lever op til din fortolkning? 
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 Appendix F: Malene Pontoppidan and Jeanette Bækmark (Danish 

Red Cross): Interview Summary 	  
	  

Interviewet med Malene Pontoppidan og Jeanenette Bækmark fra dansk Røde Kors,  er delt op i to 

fokusområder; implementeringen af LifeLink i Kenya og deres forståelse for CSV.   	  
 	  

Projektet om at føre LifeLink produkterne ind på det Kenyanske marked var først og fremmest et fundraising 

projekt for Røde Kors. For Grundfos var det set som værende et internt CSR initiativ, hvor medarbejderne i 

Grundfos skulle samle ind til at betale for vandpumperne i Kenya, således at installere dem i de fattige 

lokalsamfund.  	  

  	  
Det var derfor, i Røde Kors’ perspektiv en rigtig god ide, hvor de kunne se mange muligheder. Grundfos 

ville kunne udføre deres CSR initiativ og teste deres LifeLink produkter, hvor Røde Kors kunne få lov til at 

hjælpe og sørge for rent vand til nogle fattige mennesker i Kenya. Grundfos har pengene og en ny teknologi 

(soldreven vandpumper) og forretningsforståelse og Røde Kors har lokalviden.	  
 	  

Det var netop dér, Røde Kors skulle spille en stor rolle. Røde Kors har et princip der hedder at de skal støtte 

de fattigste og de mest sårbare. Derfor, identificerede de nogle lokalsamfund de mente passede til projektet 

og kunne få gavn af pumperne; Så vi fandt nogle rigtige fattige mennesker nogle pastoralister langt ude i et 

meget tørt område i Kenya, hvor de i hvert fald havde brug for vand til mennesker og til dyr og til noget 

mindre afgrøder – havebrug. Røde Kors præciserer, at dansk Røde Kors og Røde Kors Kenya har 

lokalkendskab og derfor står de i en bedre position for at bedømme om hvornår og hvorvidt lokalsamfundet 

er klar til selve implementeringen af pumperne.	  
 	  

Før dette kan ske, er det vigtigt at de lokale myndigheder godkender og støtter projektet; ”Hvis du skal lave 

et infrastruktur projekt, som GLL gør, så skal du som privat virksomhed have lov til at få et stykke jord til at 

putte pumpen ned . Og det tager utroligt lang tid”. Derudover, skal selve lokalsamfundet vænne sig til - i den 

her konkrete situation,  at vand lige pludselig skal koste. LifeLink produkterne er et betalingssystem. Og 

lokalsamfundene i Afrika er ikke vant til at betale for vand forklarer de to Røde Kors ansatte; ”vand i Afrika 

er et produkt der er naturgode og en ret som alle har og det skal ikke koste noget. I deres perspektiv er vand 

gratis”. ”folk der før havde fået gratis vand skulle lige pludselig betale”.	  
 	  

Derfor, var det et stort skift for lokalsamfundet, da de skulle begynde at se på vand som værende en 

ressource og forstå at med rent betalingsvand sikrer man sundhed, sundhed for dyrene og et godt landbrug 



138	  

som med tid kan give gode afgrøder, som derefter kan sælges på markeder. Dette tog nogle sæsoner før at de 

lokale kunne se et skift og at det egentlig hang sammen.	  
   	  

Det første skænderi opstod i den forbindelse, da Grundfos’ pressede på, for at få  implementering processen i 

gang; ”de ville gerne se nogle pumper i jorden”.  Implementering for Grundfos i Røde Kors’ perspektiv er i 

det øjeblik man begynder at sætte noget infrastruktur på plads. Malene Pontoppidan og Jeanette Bækmark 

fortæller, at Grundfos ikke havde forudset tiden der skulle investeres før, at man kan implementere pumper i 

et fattigt lokalsamfund. Det gik op for alle partere, at de havde forskellige definitioner af ’implementering’. 

For Røde Kors er ’implementering’ når de begynder at tale med lokalsamfundene, lave lokal mobilisering, 

sikre lokal ejerskab, sikre at der er opbakning og forståelse i lokalsamfundet og i de lokale myndigheder. 

Dette var dog ikke den samme opfattelse Grundfos havde, hvilket i Røde Kors’ perspektiv ligger i af de har 

to meget forskellige grunde til at eksistere; ”Vi vil gerne redde verden – helst i går og de private selskaber 

vil gerne lave forretning og lave profit”. Dog insisterer Røde Kors også på at ”Det har altid været opfattet 

som værende modstridende, men det er det ikke nødvendigvis”. Man skal i deres øjne blot finde ud af 

hvordan det kan spille sammen, hvilket de har en fast tro på godt kan lade sig gøre.	  
 	  

I den forbindelse, mener Røde Kors, at den første pumpe blev sat ind for tidligt, hvilket udviklede sig i en 

masse eftersleb omkring ’community work’. Det var først på dette tidspunkt at Grundfos forstod at 

grundarbejde og dialog med det lokale samfund er nødvendigt, inden at man fysisk kan implementere 

pumperne.	  
 	  

Røde Kors præciserer, at dette var et dilemma, som man godt kunne have forudset, da Grundfos, værende en 

forretning skulle have noget ’return’. LifeLink projektet skulle løbe rundt med den indkomst der kom fra 

salget af vand til lokalsamfundene, dyrene og afgrøderne. Overskuddet skulle gå til, at Grundfos LifeLink 

Kenya kunne sørge for vedligeholdelsen af pumperne, således af det kunne køre af sig selv i en ’cyklus’. 	  
 	  

Dog blev projektet ’lagt på hylden’ da projektperioden i ’princippet’ var færdig. I den tidshorisont var 

Grundfos blevet klar over at deres ’business case’ ikke hang sammen og derved blev pumperne ikke 

vedligeholdt. 	  
Røde Kors mener at det er grunden Grundfos’ manglende eftertanke om placeringen, som Malene 

Pontoppidan siger er ”helt ude hvor kragerne vender, hvor der også tit er konflikter; så som at folk stjæler 

hinandens køer og nogle gange kan man bare ikke komme der op fordi det bliver frarådet”.	  
	  

Malene Pontoppidan præciserer, at det har været for dyrt for Grundfos’ at skulle køre frem og tilbage for at 

vedligeholde ’operation and maintenantce’ af pumperne. Dermed, blev denne del af projektet ikke en realitet; 
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”Det var netop den løsning der var smadder god, da det er et stort problem at mange pumper går i stykker i 

Afrika”. Jeanette Bækmark, fortæller at hun et år efter besøgte landsbyen, hvor nogle pumper fungerede dog 

var der andre der var brudt sammen. De endte med 9 pumper; den ene betalte Kenya GLL medarbejderne 

selv og resten betalte Røde Kors meget af. ”Røde Kors er endt med at bruge ret mange egne midler på det 

her projekt for at få det færdigt, så hvis vi skulle sætte os ned og lege forretningsfolk, så er det ikke et 

rentabelt projekt – absolut ikke ”.	  
 	  

Malene Pontoppidan og Jeanette Bækmark, konstaterer at ”Kommunikation er det sværeste og det vigtigste i 

partnerskab projekter”. De tilføjer at det særdeles er svært i udviklingslande da der er mange aktører;  ”så 

lige pludselig er der flere aktører involveret end man lige troede; dansk RC hovedkontor,  felten, RC Kenya, 

Kenya røde kors branches (lokafdelingerne), GLL, GLL hovedkontors, Kenya GLL. Derfor er der lige 

pludselig mange kommunikationsveje der kan blive misforstået”. De mener derfor at alle partere og aktører 

skal forstå og identificere deres rolle, samt have en fast kommunikationsstruktur og mødestruktur.	  
 	  

I denne forbindelse sætter Malene Pontoppidan fokus på, at alt skal kommunikeres på skrift, således at man, 

hvis nogen bryder deres aftale, kan påpege det. Røde Kors var bange for at miste deres ’goodwill’ i og med 

at projektet ikke holdt stik, hvilket lokalsamfundet ikke var blege for at påpege. 	  
Jeanette Bækmark erklærer: ”Det er jo ikke Grundfos Kenya de ringer til og klager”.  De ligger dog vægt på, 

at det var Grundfos Kenya og ikke Grundfos HQ der ikke holdte deres aftaler.	  
	  

De mener begge to, at der ikke er nogen aktører der genererer profit på sådanne samarbejdsprojekter – 

endnu. Dog, er de begge entusiastiske over den bølge der er, hvor private virksomheder og 

samfundsorganisationer samarbejder på tværs således at skabe win-win situationer på længere sigt; ”De gør 

det for at lave forretning, og RC sikre sig at det forretning de laver er lokalsamfundsbaseret”. I den forstand 

er de meget bevidste om, at de to aktører har hver deres rolle; ”Røde Kors sikrer sig, at det forretning de 

laver er lokal samfundsbaseret, og at det kommer lokalbefolkningen til gode, særligt de mest sårbare.	  
Derudover, mener de også, at mange virksomheder forsøger med pilotprojekter og derefter ’scale-up’; ”Trial 

and error er der hvor branchen er lige nu”. 	  

 	  
De synes det er spændende at Røde Kors er kommet væk fra at modtage nogle penge igennem et CSR raising 

og så udelukkende bruge det til et specifikt projekt. ”CSR er yt”. Hele branchen har flyttet sig fra CSR til 

partnerskaber og arbejde sammen hvor den ene gerne vil lave penge og den anden gerne vil sørge for at det 

kommer modtagerne til gode”. Malene Pontoppidan og Jeanette Bækmark er meget enige om, at de nye 

udviklingsmål også kommer til at presse branchen i den retning, da ”CSR er yt, det pæne glitrede CSR-papir, 

så er det jo ikke historien”.	  
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I den forbindelse fortæller Jeanette og Malene, at de ikke kender til konceptet CSV, dog siger Jeanette ”Det 

er den der synergi effekt, ved at bringe det til bordet som vi hver især kan, så skaber vi mere”. Dog, 

fremhæver de 4 (quatro)-helix modellen, som tager NGOer, de private virksomheder, myndigheder og 

forskningssektoren og  universiteterne i betragtning for at skabe projekter. Dog slutter Malene af med at sige:  

”det kan være vi ender dér en dag – og siger CSV”.	  
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Appendix G – Whitfield & Buur’s Political Settlement Framework	  
	  

 	  

	  
	  

Source: Whitfield and Buur, 2014 
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Appendix H – Case Presentation of Grundfos sustainability profile	  

Grundfos 
Grundfos is a global company established in 1945 and working in more than 45 countries. Their 

core competency is the manufacturing of pumps. Grundfos has been in the water pump market for 

more than 60 years, and wishes to continue to grow and a higher market share. Their prospect and 

goal is to reach an even more global density in EM, such as Russia, India and Brazil (Grundfos (a), 

Webpage).	  

Sustainability and responsibility in Grundfos 
Grundfos is well- known for their responsibility and sustainability profile, where they adhere to the 

concept, that; “Managing Corporate sustainability and responsibility at Grundfos is the act of 

making people across the world meet desired goals and objectives” (Grundfos (b), Webpage). In 

this perspective, the group Chairman, Niels Due Jensen, and CEO, Carsten Bjerg, state that they are 

“moving towards a more strategic and business integrated approach to responsibility and 

sustainability” (Grundfos (b), Webpage), which they deem important when operating in multiple 

countries characterised from developed to DC. Gert Borrits, the CEO of Grundfos Indonesia also 

indicates that, ‘this is what makes us different in the global market’ (Gert Borrits, Appendix B). 	  

In order to achieve these goals, Grundfos specifies four concept that they follow, namely, 

compliance & responsibility, sustainability and shared value.	  

Compliance & Responsibility 
Grundfos wish to be a responsible and ethical company with high integrity. They have been part of 

the UN Global Compact since 2002, and believe that they contribute to the UN Sustainable 

Development Goals, as they through their sustainable water solutions, provide safe water for more 

and more DC, and thus target populations of the SDGs. Moreover, they mention that the UN Code 

of Conduct will serve as a guide for all Grundfos companies and employees (Grundfos (c), 

Webpage). As a supplement, Grundfos has there own code of conduct, in order to secure good 

corporate governance. In this handbook, the group president Mads Nipper, highlights that it is “not 

only about maintaining our image and reputation or avoiding legal issues. It is about showing and 

living our values” (Grundfos (c), Webpage). 	  
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Sustainability 
Grundfos claims, that when being a global company, sustainability policies are important. In their 

policy paper of 2014 they claim, that their sustainability policy is to ensure that all grundfos’ 

activities and decisions take the triple bottom line into consideration, which includes economic, 

social and environmental issues. Grundfos indicates that they are aware that they have a social 

responsibility to provide sustainable initiatives, and thus they are integrated into all Grundfos 

functions and country offices (Grundfos (n), Webpage). 	  

	  

They see sustainability as operating in a sustainable manner, meaning that they should have an 

interest in their employees, the environment and the society. In their perspective, sustainability 

should characterise all of their activities, from procurement of raw materials to the end of the 

products’ life cycle. This can, in their perspective, be realised by having a healthy and balanced 

company that creates solutions to the urgent challenges facing the world in order to “hand over 

planet earth to the next generation as a cleaner and more energising place than we inherited” 

(Grundfos (b), Webpage). 	  

	  

Finally, they claim that they play an active role in societies in which they operate. For example by 

increasing the public awareness of sustainability, contribute to local communities, improve 

environmental impact and take responsibility for their supply chain by influencing suppliers’ 

conditions within areas such as; labour rights and the environment. Thus, they believe that through 

cooperation with their clients, they can create products and solutions that help their customers to 

reduce their consumption of natural resources, and consequently their climate impact (Grundfos (n), 

Webpage).	  

	  


