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The renewable energy industry in Zambia is poised for growth and offers many 
possibilities for Finnish firms willing to enter the market. The Zambian 
government’s deliberate policy measures aim at attracting foreign direct 
investment (FDI) into this sector. This study rationalises that this could be the 
pull factor for Finnish firms. The thesis gives an overview of the industry and 
investigates an appropriate mode of entry, basing its arguments on the 
comparison analysis of the two economies with the use of the world forum’s 
stages of economic development as a framework. The theoretical part of the 
study examines internationalisation theories, entry mode choice and factors 
influencing the choice. The multiple case study approach is implored, analysing 
four case companies from Finland with the use of extant literature on 
internationalisation relevant to the study. The research design involves the use 
of documentation, secondary data, interviews and observation. The results of 
the case analyses show that the Finnish firm’s most preferred entry mode 
initially is exporting because it is considered to be less risky. Additionally, the 
findings also reveal that the selection of a suitable mode of entry is dependent 
on the firms’ size, orientation and international experience and could therefore 
be considered to be subjective. Paramount is the act of gaining market 
knowledge. The study shows that only hydro-electrical, solar energies and 
biomass are by far the most used and known forms of renewable energy in 
Zambia, while other alternative sources still remain un-exploited thus 
highlighting a growth potential. However, policy formulation and the regulatory 
framework in the renewable energy sector were found to be wanting. 
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INTRODUCTION 

 

In this chapter of the thesis, the background of the study will be provided, which 

will present the research problem and the relevance of the study. The purpose 

for the research to be undertaken will also be stipulated and justified. 

Thereafter, the research questions will be presented in the latter part of the 

chapter along with the structure of the research paper.  Then the theoretical 

framework and the underlying key concepts in descriptive form will be 

presented. The research methodology which depicts how the study was 

conducted and its delimitations are also provided.  

 

1.1 Background of the study 

 

Global climate change and rising prices of conventional sources of energy have 

caused renewable energy to be seen as a viable alternative in alleviating the 

effects of global warming. This has led to the diversification of energy supply 

and has quickened economic development (Drummond, 2010; Rabe, 2008).  

Zambia has a high demand for electricity due to the high consumption in its 

mining sector, which generates three quarters of Zambia’s gross domestic 

product (GDP). Capacity concerns have been rampant of late, and the rapid 

state of infrastructural development keeps on magnifying the problem. Zambia 

possesses a lot of renewable energy sources such as sunlight, wind, waste, 

biomass to mention but a few. Thus the renewable energy potential in Zambia 

provides an excellent opportunity to effectively meet the demand. However, the 

renewable energy and recycling industry is not well developed. It is still in its 

infancy stage and has room for growth. There are presently about 200 Finnish 

companies exporting to Africa (Finpro, 2014), which shows a growing interest 

for these markets.  According to OECD online (2014) Africa is becoming the 

new frontier for emerging-market investors. Small and Medium enterprises 

(SMEs) play a significant role in any country’s economic development whether 

advanced or developing, (Ayyagari et al, 2007). Hence this research preys on 



9 
 

this fact and introduces the reader to emerging markets and in particular Zambia 

as a proposed investment destination for Finnish firms. 

1.2 Research Problem  

Previous studies have examined renewable energy development largely as a 

market process influenced by governmental policies. In the Zambian context the 

government has put up deliberate policies targeted at encouraging foreign direct 

investment (FDI) in the renewable energy sector. According to the Zambia 

Development Agency (ZDA), the Ministry of Energy and Water Development 

has proposed a long-term energy strategy (2009 – 2030) focusing on electricity, 

petroleum, and renewable energy.  Within this strategy, there are plans for the 

formulation of a renewable energy strategy with a focus on solar energy, small 

hydropower, energy crops, biomass, and an environmental framework for 

biofuels. Moreover, the Zambia National Energy Policy (2008) has laid out a 

number of policy measures for renewable energy. These include the exploration 

of renewable energy potentials, the strengthening of the institutional framework 

for renewable energy research and development, and the provision of financial 

and fiscal implements for the stimulation of renewable energy deployment 

(Reegle, 2010).  

Zambia is naturally endowed with natural resources and it’s over dependence 

on copper cannot be over-emphasised. The need for energy in the country 

warrants for research for future developmental plans, exploitation and proficient 

management of renewable energy resources available therein. The lack thereof, 

in this industry concerning the needed technological means to convert these 

resources into energy should act as a basis for attraction of Finnish firms. 

Furthermore, innovation driven countries such as Finland offer Zambia a value 

proposition for sophisticated technology and knowledge which could be 

effectively used to tap into these resources.  According to Peteraf (1993) a firm’s 

competitive advantage comes from assets and capabilities that are valuable, 
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rare, imperfectly inimitable, and non-substitutable. Therefore, Finnish firms seek 

to gain new markets for their products. 

Practically, this study seeks to fill this gap by gaining a holistic understanding of 

the renewable energy industry in Zambia. This involves examining its growth 

potential, the regulatory environment, how firms operate in this arena, who are 

the most notable players, how lucrative it is as an industry, the factors affecting 

it and finally discussing an appropriate entry mode for Finnish firms into the 

industry. Canabal and White (2008) assert that the study of entry modes is the 

most researched field in international business. The idea to expand and 

internationalise a company’s operations to a foreign country is a daunting one 

and makes an interesting study.   

According to Keillor (2011, pg 3-185) the choice of entry mode does not have 

one unique formula that can be deemed suitable for every foreign market. He 

argues that firms have to take on the inside approach, that is, carefully evaluate 

their internal business environment to match their external environment. 

However Hoskisson et al. (2000:254) note that, transaction cost economics has 

been primarily applied to developed market economies characterised by strong 

legal regimes and binding social norms, but less is known about governance 

structures in emerging economies.  He goes on to add that with the process of 

marketisation and privatisation in emerging markets, many new ventures face 

the problems of governance. Hence, this research is primarily focused on 

internationalising firms from advanced economies to emerging economies, thus 

contributing to filling in the gap to the limited research available concerning the 

same. 

Zambia is a unique case in that its renewable energy and recycling industry is 

not that developed as already alluded to. It presents a lot of challenges but at 

the same time offers opportunities for would be investors. The government of 

the day keeps on striving to entice foreign investment by revision of policies 

pertaining to the industry (see initial excerpts on policy).  Its resource 

capabilities present it as an un-polished gem. However, the sector would highly 

benefit from knowledge spills and technology transfer from innovation driven 
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economies like Finland. The possibilities for research are immense due to a dire 

need for innovation related projects that could foster development. It is a market 

worth investigating; therefore, there is the cardinal need for selection of an 

appropriate entry mode for Finnish firms in order to curb the effects associated 

with wrong mode choice.  

The outcome of this thesis project will provide information needed to establish 

renewable energy in both rural and urban areas in Zambia and in turn help 

Finnish firms build or validate a workable future business plan using information 

provided as an evaluation framework. Ultimately, it is hoped that the 

internationalisation process of the firms will be enhanced; owing to the 

determinant factors that will be presented in this study for picking an entry mode 

that best suits the company’s goals. 

1.3 Research Questions and Objectives 

As previously stated, this study seeks to investigate appropriate entry modes for 

Finnish firms into the Zambian renewable energy industry. In order to fulfil this 

purpose, the study presents the most efficient structures, by pointing out the key 

potential taxes, risks, the opportunities involved, existing benefits and 

incentives. It addresses the pros and cons associated with the renewable 

energy industry and doing business in Zambia in a general context as well as 

exploring the cultural differences. In addition, it assesses whether the political 

environment fosters growth and innovation.  It explicitly looks at the way a firm 

could develop a comprehensive market entry plan into the sector and hence the 

following research question was formulated: 

Q. What are the appropriate entry modes for Finnish firms into Zambia? 

 

In order to answer this question fully and meet the objectives of this study a few 

sub-questions were formulated; 
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1. What are the factors that influence the choice of entry mode for Finnish 

firms into the Zambian Renewable Energy Industry? 

2. How viable is the Zambian renewable energy industry? 

 

The objective is to explore, the industry level factors which play a vital role in the 

establishment of mode choice. Additionally, the study analyses the determinants 

of host country; market potential and country risk. According to Gatingon and 

Anderson (1988) environmental uncertainties, such as a country’s political, 

legal, cultural and economic environment intimidate the stability of a business 

operation. Therefore the intensity of risks perceived by firms plays a vital role in 

the entry mode decision (Ahmed et al.2002). 

1.4 Literature Review 

Entry mode choice can be said to consist of a complex set of decisions since 

every market is different.  After exploring a number of theories there seem to be 

no common theory that could fully explain entry mode choice and foreign direct 

investment. In the latter part of the study, internationalisation is addresses and it 

can be seen from that there are a considerable number of motives a firm can 

have to enter a foreign market. Perspectives to market entry and 

Internationalisation in general are diverse for instance Hymer (1976) introduced 

the concept of firm-specific advantages. He maintained that in order to conquer 

over the market intelligence the incumbents (locals) have over foreign entrants; 

a foreign firm that enters the economy must have some counteracting firm 

specific advantage such as economies of scale, brand name, managerial skills, 

superior technology and experience (Ibid). However, his ideas were further 

refined along the years by John Dunning in 1987 hence the inception of the 

eclectic paradigm (OLI). The Eclectic paradigm theory consists of firm specific 

advantages, location-specific advantages, and internalisation advantages. The 

eclectic paradigm is a combination of a number of international business 

theories, for example, it unifies the traditional trade theory with the 
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internalisation theory. As a result of its borrowing from different trade theories it 

has proven to be effective and reliable as a means of providing clarification in 

entry mode choice as opposed to using each of the single it synthesises. 

Similarly, Agarwal and Ramaswami (1992) argue that the three sets of 

advantages influence a firm’s foreign direct investment behaviour by affecting 

the management’s perception of asset power, market attractiveness and cost of 

integration. In the same vein, the eclectic paradigm rationalises that a firm’s 

ability to engage in foreign direct investment is usually based on some viable 

advantage of the investing company hence the argument of this research 

concerning Finnish firms and their unique products and capabilities. However 

the eclectic paradigm does not go without any criticism. Itaki (1991) criticised 

the eclectic theory; he argued that an ownership-specific advantage in fact 

comes from an internalisation advantage. According to him the two are not 

mutually exclusive. In spite of these few flaws, Dunning’s eclectic paradigm is 

regarded by many as one of the more inclusive frameworks for FDI choices. As 

a consequence, the OLI approach has been chosen as the framework in this 

investigation due to the above mentioned intermixing nature of the approach. 

However, in the theoretical framework chapter of this study, the other theories 

are introduced to some extent to justify certain points. The extant literature 

reviewed alludes to the following critical conclusion that the selection of entry 

mode is suggestive. For example, (Douglas & Craig, 1995; Root, 1998; Terpstra 

& Sarathy, 1994) argue that country specific characteristics influence entry 

mode decisions; there are a number of theories that refer to ways to investigate 

how firms choose between different alternatives like research on the influence of 

country level and industry level factors is limited, to date, to testing the effect of 

cultural, distance on the establishment mode choice (Kogut & Singh 1988; 

Brouthers & Brouthers 2000; Larimo 2003). The main purpose of this study is to 

enhance the comprehension of the determinants of firms’ establishment in mode 

choice in Zambia. Chatterjee (1990) asserts that the market growth of a host 

country could be considered as an attractive incentive for entry into that 

particular market. Similarly Root (1998) stipulates that entry modes can be 
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defined “as an institutional arrangement that facilitate the possible entry of a 

company’s product, technology, human skills, management or other resources 

into a foreign country”.  

1.5 Concepts and Definitions 

This section of the thesis summarises the key concepts and definitions in order 

to allow the reader to easily follow and understand the main goal of this 

research. They have been listed alphabetically below. 

a) Energy & Renewable energy 

This study has taken the liberty of first defining the term “energy” because in the 

latter part of the research paper, the Zambian energy Sector is introduced 

briefly. In accordance with the Zambian energy regulation act the term energy 

means; 

a) Electrical energy however produced 

b) Nuclear, solar and wind energy 

c) Energy by any other means that the minister, by statutory instrument, 

prescribes. 

The term renewable energy has been broadly defined in this study as naturally, 

renewable resources which include solar energy, wind, falling water, the heat of 

the earth (geothermal), plant materials (biomass), waves, ocean currents, 

temperature differences in the oceans and the energy of the tides. (Armstrong, J 

Esq. & Hamrin, J Dr, 2014) 

b) Internationalisation 

The term Internationalisation is a broad subject and it has been dealt with by 

many scholars, however none of them seem to have come to some kind of 

conclusion on how to define it (Bell and Young, 1998). Welch and Luostarinen 

(1988) however, have described internationalisation as the process to increase 

involvement in foreign markets. Internationalisation refers to the increasing 

importance of international trade, international relations, treaties, alliances, etc. 

Inter-national, of course, means between or among nations. The basic unit 
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remains the nation, even as relations among nations become increasingly 

necessary and important. 

 

c) Psychic distance 

The basic premise underlying the notion of psychic distance is that companies 

tend to perform well internationally in countries whose culture/language is closer 

to theirs. One of the many recent definitions describes psychic distance as a 

perception of cultural and business differences that stem from legal, political and 

economic environment as well as the company’s business practices and the 

industry structure (Evans, Treadgold & Mavondo, 2000). However, Evans et al. 

(2000) argue that the company’s home country, international experience, 

business strategy, size, ownership and structure of decision making all affect 

the perceptions of the psychic distance.  

d) Emerging economy 

Reviewing relevant literature revealed that an emerging market is generally 

defined as one that often has low per capita income but with a rapid pace of 

economic development, and government policies favouring economic 

liberalisation and a free market economy (Hoskisson, Eden, Lau & Wright, 

2000). According to Hoskisson et al. (2000), emerging markets not only include 

developing economies in Latin America, the Middle East, Southeast Asia and 

Africa, but also transition economies such as China, Central and Eastern 

Europe, and the former Soviet Union. Zambia per se could be said to be a 

frontier market but for the sole purpose of achieving research goals, it has been 

loosely qualified as an emerging economy due to the broad definition above 

encompassing Africa. 

e) Entry Mode 

The simplest way to define a mode of entry is to gain access into something; 

therefore, it can be   defined as a way in which an organisation gains access 

into a market other than its home country. Further on into this study it is clearly 

explained by referring to scholarly literature befitting the case.  
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1.6  Delimitations 

 

The study explores the subject matter of internationalisation but does not go 

broadly into all the aspects related to it. This study mainly centres on Finnish 

firms dealing in renewable energy and the Zambian Renewable energy industry. 

The study does not encompass other elements like the technical proficiency of 

products or the broad range of how development of these could be done. The 

Renewable energy industry is discussed generally giving the overview but the 

study does not dig deeper into renewable energy as a phenomenon. It mainly 

concentrates on the entry modes to be applied and the value proposition of the 

unique products to be offered by each of the firms.  

1.7 Methodology 

According to Saunders et al. (2003) research can be categorised into either 

qualitative or quantitative approach. For a qualitative research, information is 

gathered to gain a deep and thorough understanding, and to describe a holistic 

view (Saunders et.al, 2003). Qualitative research, broadly defined, means "any 

kind of research that produces findings not arrived at by means of statistical 

procedures or other means of quantification" (Strauss and Corbin, 1990, p. 17) 

and instead, the kind of research that produces findings arrived from real world 

settings where the "phenomenon of interest unfold naturally" (Patton, 2001, p. 

39). For this research paper the multiple case study was chosen and a 

qualitative approach. A case study is defined as “an empirical inquiry that 

investigates a contemporary phenomenon within its real‐life context” (Yin, 2003, 

p. 13), hence substantiating the earlier quote. The Inductive reasoning approach 

will be used in order to draw conclusions and the subject area will be explored 

and an analysis will be done within the given timeframe. According to Yin (1994) 

a case study can involve either a single case or multiple case studies. The 

single case study investigates one case thoroughly where as a multiple case 

study investigates several cases. Furthermore, the research is compared with 
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existing theory. (ibid) For this study the multiple case study approach will be 

implored as earlier stipulated. It then therefore follows that the research 

approach in this study is based on the purpose of the study in order to gain a 

better understanding of the purpose (refer to earlier statement on a qualitative 

approach). 

1.8 Structure of the thesis 

The thesis is structured as follows; firstly, the introduction is given, theoretical 

concepts are examined based on the previous literature and publications. The 

theoretical part discusses the various entry modes and the factors that affect 

choice selection. Then an introduction of the Renewable energy sector in 

Zambia, an evaluation of the business environment follows plus suggestions on 

how Finnish SMEs can enter this market. The study also describes the data 

collection and analysis methods. Lastly, the results of the empirical study are 

analysed and discussed. Then finally, the conclusions and proposals for further 

research are presented. The figure below illustrates the structure graphically. 
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                                      Figure 1- Structure of Study 
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2 THEORETICAL FRAMEWORK 

This chapter gives an insight of the perspectives to international business 

methods theories as a theoretical background for descriptions of different entry 

mode options. Then the internationalisation process of SMEs is examined as 

well as the mode choice, and the factors that influence the choice. Since this is 

an exploratory study the theoretical framework will therefore act as a guiding 

tool in this research.  It analyses entry modes and how to acquire valuable 

market knowledge, in order to succeed in a foreign market. Additionally the 

study analyses the development of the Renewable Energy industry in Zambia 

and the relationship between the lack of fully-developed institutions and the role 

it plays on entry mode choice for internationalising firms. Unique to this research 

as well, is the use of the Global Competitive Index (GCI) and World Economic 

stages of economic development as an additional framework since most of the 

SMEs’ most preferred path of internationalisation is from developed economies 

to similar kind of environments. Thus the competiveness of the two countries in 

question (Zambia and Finland) are analysed in an attempt to justify why an 

emerging economy can be considered as a good investment destination. This 

study further explores internalisation theories such as Dunning’s eclectic 

paradigm (OLI), Resource Based View (RBV), Cage theory, Transaction Cost 

Analysis (TCA) and Uppsala alongside examining the drivers for 

internationalisation concerning firms coming from innovation driven economies 

to frontier/emerging economies. YIP (1989) argues that in order to fully 

comprehend firm internationalisation one must recognise industry context, 

because the globalisation potential of industries varies widely. Therefore, in 

order to make the case more profound the study also incorporates the use of 

Porter’s five forces as an industry assessment. The figure below gives a simple 

representation of this goal- (analysis of the Zambian business environment 

hence providing evidence cross referenced with academic literature). 
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            Figure 2- Theoretical Framework 
 

2.1 Perspectives to Market Entry 

This study presents a review on the existing literature on internationalisation and 

summarises the basic ideas of the incremental stage model, the network 

approach, FDI and Dunning’s eclectic paradigm. Since internationalisation is a 

complex phenomenon; therefore different perspectives are needed to 

understand it (Bjorkman, 1990). Furthermore, it reviews the importance of the 

development of an internationalisation plan, the competitive landscape and 

international business operations for small and medium-sized firms. 

Researchers argue that SME entry mode selection is one of the most important 

new research fields, (Burgel & Murray, 2000; Jones, 1999) and a large number 

of theories have been used to explain the entry mode decision. According to 
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Brouthers & Hennart (2007, 400) the most commonly applied theories are 

transaction cost analysis (TCA), the resource-based view (RBV), institutional 

theory and Dunning’s eclectic framework. Therefore in order to meet the goals 

of this research, these theories will be used as the conceptual framework. 

These studies also show ways of managing entrepreneurial ventures in the 

global marketplace, the tools and frameworks in use when analysing particular 

international entrepreneurial opportunities and the eventual creation of a 

business plan. Laghzaoui (2006) alludes to this and argues that the 

internationalisation process is a resultant effect of a combination of various 

resources and competences controlled by SMEs. Therefore, as the firm evolves 

so does the approach to internationalisation, that is, whether by successive 

stages, economy or networks. Figure 3 below illustrates this point. 

 

Figure 3- SMEs' internationalisation approaches 

 

Looking back at the figure above with the illustration of SMEs’ approaches to 

internalisation; it shows that the further left side depicts the approach, the 

middle section the resources and competencies which ultimately point to the 
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process (please refer to the citation above from Laghzaoui (2006) for further 

clarification). 

2.2 Factors affecting entry mode decision 

There are many factors that influence decision making and these have been 

classified in two categories, that is, external and internal. Figure 4 below shows 

the interplay between the two and the role they play in influencing market entry 

decisions. 

 

 

  

 

 

(Adapted from Hollensen, courtesy of splendid (2013)) 

 

According to Chen and Mujtaba (2007), the factors that affect entry mode 

decision are: firm specific factors, which depict the internal factors (refer to fig. 4 

above). These are Asset Specificity and International experience, that is, 

company objectives, availability of company resources, the level of commitment 

and flexibility. The external factors on the other hand include the country specific 

Figure 4- Factors affecting selection of international entry 

modes 
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factors such as country risk and government restrictions. These also include the 

market specific factors, as illustrated in the figure above; which are market 

potential, demand uncertainty and competition intensity. From a holistic point of 

view; these factors determine the degree of control a firm has over the selection 

of entry mode (see desired mode characteristics: - flexibility, averse, control in 

figure 6 above). The inter-relationship of each of these factors is further 

illustrated by Chen and Muitaba (2007) in the figure below as well as the degree 

of control. 

 

 

 

Figure 5-Degree of control on entry mode 

(Adapted from Chen & Mujtaba, 2007) 
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The set of factors that influence entry mode decisions have been at the core of 

many studies. This study thus looks at these set of factors hence revealing that 

this process is highly influenced by a large number of external and internal 

environment factors. Internal factors include aspects such as the company size, 

the amount of available resources as earlier on alluded to and shown in figure 6. 

An example of this is on smaller firms which usually have a number of limiting 

factors owing to limited resources. Benito and Welch (2010) stress on this point 

by alluding to the fewer market servicing options as a smaller company’s 

disposition which in turn becomes a hindrance or a discouraging factor for them 

to pursue some market entry modes. In the same light the idea of establishing a 

fully owned subsidiary becomes less of an option because of the great resource 

commitment required and correspondingly high risk levels. By the same token, 

small firms often lack adequate management skills and the capacity to enter 

foreign markets through establishing fully owned foreign based subsidiaries or 

international joint ventures.  The opposite could be considered to be true when 

analysing bigger firms. Chen and Mujtaba in their study on MNCs in the United 

States postulate that larger firms with an abundance of resources mostly prefer 

to have more control over their investments in a foreign country and hence they 

opt for a wholly owned subsidiary. This has also been attributed to the level of 

experience on the firm’s part internationally. International experience in this 

case refers to the accumulation of local market knowledge in preparation for an 

international market entry. Similarly it can also be argued that their firm size also 

justifies the notion that they have a greater capability than smaller ones. The 

larger firms can therefore afford to spend more and have a greater ability to 

cushion risks.  When examining the different international business theories it 

can be argued however, that implementing a particular entry mode is a relevant 

factor in a company’s entry mode decision. According to Dunning’s eclectic 

paradigm (1998) there are three groups of factors that influence the entry mode 

choice. These are location-specific advantages, internationalisation-specific 

advantages and ownership-specific advantages. The location specific 
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advantages refer to a country’s factor endowments like land, the availability of 

natural resources, cheap labour etcetera. These can be grouped categorically 

as economic, political, legal, institutional and cultural factors. Most often these 

can be said to constitute both risk and opportunity. The opportunities have 

already been listed whereas the disadvantage would be in the form of the host 

government’s restrictive laws. Erramilli and Rao (1993) assert that unpredictable 

changes in the environment might cause a firm to change its original mode due 

to the country risk. This most often tends to have a negative impact as the level 

of intended involvement in the entry modes is decreased (Chen & Mujtaba, 

2007). Additionally, government restrictions in the form of inhibitive laws and 

regulations equally impact on the operation of a foreign firm (Ibid). This theory 

supports that increased government restrictions leads to low involvement entry 

modes. 

These are factors which act as pull factors and increase the economies of scale. 

On the other hand the ownership specific advantages refer to things like core 

competences and technology which act as transactional chips. The 

internalisation specific advantages have to do with a company’s choice to 

internalise its operations in order to maintain quality and also reduce cost.   

2.3 Choice of entry modes 

 According to Oviatt and McDougall (2005), accelerated internationalisation, 

defined as increased involvement outside the firm’s home, is a feature of the 

new global competitive reality. Since this study is centred on Finnish firms’ 

outward internationalisation towards an emerging market, the use of Root’s 

definition regarding an entry mode will be used here. According to Root (Root 

1987, 5), international market entry mode is an institutional arrangement that 

makes it possible for a company’s products, technology, human skills, 

management, or other resources to have an entry in a foreign country. 

The figure below illustrates the choice of entry modes either via equity or non-

equity modes as adapted from Peng (2006). 
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Figure 6-Choice of entry mode (Peng 2006:231) 

  

  

 Figure 6 above shows the two entry mode choices, essentially a firm can 

determine which avenue suits them best. There is no exact procedure to 

determine the best mode of entry into your targeted market. It is important that, 

there is a strategic comparison & evaluation of all alternatives before making an 

informed choice. However, it is also important to consider the advantages & 

disadvantages of each mode of entry in the assessment with respect to the 

targeted international market. Nevertheless, the advantages & disadvantages of 

the major types of entry mode may include the timing & scale of entry, that 

which maximises profit contribution and gives an availability of resources, risks, 

& non-profit objectives. The table below will give a summarised layout of the 

pros and cons of selecting the right entry mode. 
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Table 1- Types of entry modes- pros & cons 

Source: Loyal Reliance online, (2014) 

 

 

 

 Due to the lack of resources and technical capabilities in emerging markets, 

many new ventures use alliances, joint ventures and partnerships to learn (Hitt 

et al., 2000; Li & Atuahene-Gima, 2002). 

2.4 Psychic distance 

The concept of psychic distance is one of the most applied constructs when 

studying a firm’s internationalisation path.  Psychic distance is most often cited 

when contrasting the differences between a foreign firm and host country. 

Psychic distance results from differences in local consumer preferences, culture 
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and business systems between the home country and foreign country (Dikova, 

2009). She adds that the outcome of these differences is reduced level of 

understanding of the foreign country’s local market conditions. It is however 

noted that the degree of psychic distance is not only determined by external 

environmental factors, but rather by the perceptions of individuals of the cultural 

and business differences (Evans & Mavondo 2002). Naturally, since this study 

looks at Finnish firms it may follow somewhat that cultural distance may to some 

extent inhibit the application of practices that are characteristic of these firms 

(Madhok, 1997). Additionally, prior research suggests that cultural differences 

between a company’s country of origin and the host country are influential 

factors in the choice of an entry mode (Rodríguez, 2002).  

2.5 The Cage Model & FDI 

The CAGE framework introduced by Ghemawat in 2001; deals with the meaning 

of distance in the internationalisation process. The framework divides distance 

into four categories: cultural distance, administrative distance, geographic 

distance and economic distance. Cultural distance means differences in 

language, ethnicities, religion and social norms. Administrative distance refers to 

colonial ties, monetary or political associations (such as the African Union), 

political hostility, government policies (including tariffs, trade quotas, restrictions 

on FDIs and preference for domestic competition), and institutional weakness 

(including corruption and social conflict). Geographic distance refers to physical 

remoteness, common border, sea or river access, size of country, transportation 

and communication links and climate. Most of all, the geographic distance 

affects transportation costs of goods and people. Finally, the economic distance 

refers to consumer incomes, costs and quality of natural resources, financial 

resources, human resources, infrastructure, intermediate inputs, information and 

knowledge. (Ghemawat, 2001). 
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Own. Adapted from Ghemawat (2001) 

2.6 RBV and Product Differentiation 

Resource-based theory has been central to the strategic management literature 

(Wernerfelt, 1984; Barney, 1991), particularly in explaining competitive 

advantage. According to this theory, competitive advantage comes from assets 

and capabilities that are valuable, rare, imperfectly inimitable, and non-

substitutable. Technological advancements owing to innovation capacity allows 

many firms in innovation driven economies to constantly innovate and produce 

latest technologies as basis for competing and such is the case with Finnish 

firms. Accordingly, Peteraf (1993) asserts that in order for competitive 

advantage to be sustainable a firm has to have unique resources. Though the 

internationalisation of business is a primary source of new customers, new 

technology and lower cost products and services, a relatively small number of 

firms venture into foreign markets, (Zimmerman & Brouthers, 2004; Javalgi, 

White, & Lee, 2000; Samiee, Walters, & DuBois, 1993). State that “factors such 

as limited financial and managerial resources, lack of knowledge of international 

Figure 7-The Cage Model 



30 
 

opportunities, perceptions of risk, and lack of managerial experience restrict firm 

expansion into international markets”  

2.7 Exporting 

Exporting is a mode of entry that is low in risk and control and is, thus, an often-

used strategy in the process of internationalisation by small, medium-sized and 

entrepreneurial companies (Luostarinen & Welch 1990, 20; Hollensen 2001, 

224). Many studies of the international activities of SMEs have been conducted 

in the field of international marketing, focusing on the motives for exporting. 

Leonidou (1998) classified organizational determinants of exporting into four 

categories:  

1. Company demographics, such as location, age of the firm, size, business 

ties, and business activities. 

2.  Operating elements such as product characteristics, domestic expansion, 

and operating capacity. 

3.  Enterprise resources, marketing capabilities, financial resources, human 

resources, technological background, research and development. 

4. Corporate objectives such as business growth, profitability and stability. 

2.8 Relationship between RBV and Entrepreneurship 

 

Alvarez and Busenitz (2001) examined the relationship between resource-based 

theory and entrepreneurship and stretched its limits to include individual 

characteristics such as the perceptive ability of the entrepreneurs. They then go 

on to conclude that entrepreneurs have individual-specific resources that 

facilitate the recognition of new opportunities and the accumulating of resources 

for the undertaking (Alvarez and Busenitz, 2001). Studies of international 

entrepreneurship have established a connection between individual traits of the 

entrepreneur and internationalisation. Westhead, Wright and Ucbasaran (2001) 

studied the internationalisation of small and medium- sized entrepreneurial firms 
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using resource-based theory, they conclude that fundamental human capital 

(know-how and abilities), industry, business and environmental variables have 

an effect on how firms conduct their exporting activities.  

2.9 Dunning’s eclectic paradigm (OLI) 

Dunning (1977, 1993) suggests three basic motivations to justify FDI, 

influencing also its location: foreign market-seeking, efficiency (cost reduction) 

seeking and resource-seeking (including strategic-asset-seeking). Market-

seeking FDI is frequently used by firms to gain access to distribution networks 

and to enhance exports. Efficiency-seeking FDI normally occurs when firms 

seek lower-cost locations for operations or seek high technologic operation 

centers and resources-seeking FDI is practiced by firms who need to acquire or 

guarantee the supply of raw-materials, energy and other kind of assets like 

knowledge and experience in a market, patents or famous brands.This 

theoretical approach mostly done through the perspective of International 

Business and marketing theories, can be complemented with economic 

development researches, which looks for answers to the questions: what is the 

relation between economic development of one country and its inward and 

outward foreign investment and what is the contribution for the economic 

development of the host country of the inward foreign investment? 
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Table 2: Dunning's Eclectic paradigm 

Source: Adopted from Dunning & Lundan (2008: 101-102) 

 

 

 

With the rise of globalisation, free trade agreements, and enhanced co-

operation companies are more than ever gravitating towards 

internationalisation. However, internationalisation, although generating 

numerous prospects, is a daunting process. Undeniably, the most perceived trial 

for companies is to overcome the liability of foreignness (Peng, 2006). Porter 

(1985) and Dawson et al. (2006) split the internationalisation process (entry of 

new markets) into four stages- pre-entry; firm establishment in the new market; 

critical analysis based on market response; growth & maturity; and last 
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defender. According to Lasserre (2007) Peng (2006), Hollensen (2004) and 

Dawson et al. (2006), three main questions need to be answered.  

 Where to go;  

  When to enter that specific market;  

  How to enter that specific market.  

The last question bears relevance to the goal of this study; entry modes for 

Finnish firms into Zambia. Lasserre (2007), Peng (2006) and Hollensen (2004) 

cover this topic from a general perspective hence their research does not typify 

emerging markets. Needless to say that this has not been done, emerging 

markets are to some extent covered by a few scholars as well offering insights 

on how entry could be achieved. However, most scholars do not go fully go into 

the subject matter regarding the linkage between choices of entry modes and 

emerging markets. These markets continue to be subjects of exploration. 

Compared with developed markets, emerging markets differ in the external 

environment as well as in firm characteristics; therefore an understanding of 

entry mode choice for emerging markets needs to be clarified further. Vital to 

such an establishment is the need to find out what drives a firm to want to pick a 

certain mode of entry over another. This preference makes an interesting study, 

that is, whether some of the entry modes are more preferred than others in 

specific industries and markets. 

2.9.1 Motives behind Internationalisation 

A firm’s motives to internationalise can either be reactive, meaning that the 

company reacts to the changing environment and has to internationalize in 

order to survive, or proactive. This for example can be when the company 

decides to go abroad in order to gain new advantages such as profit and growth 

(Hollensen 2011, 51. 

Peng (2006) summarises these as an intention to try: 

-to reach large economies of scale by selling to more customers in other 

countries 
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-to reduce the risk of over dependence on one country by spreading sales in 

multiple countries 

-to replicate the success at home in new settings 

Using the analysis on the resource based view (RBV) Matthew (2006) 

rationalised that firms internationalising search for new resources and seek to 

exploit new relationships in order to develop globally competitive advantages in 

niche markets. Similarly, Alon & Lerner (2013) in their doctoral research justify 

the trait theory based on the Global Entrepreneurship Monitor devised model. 

The general consensus amongst the scholars has been that International 

entrepreneurs’ internal factors are directly associated with the 

internationalisation paths. This therefore goes on to explain why some 

companies “go global” while others pursue a domestic market only.  

 

2.9.2 The Uppsala Model of Internationalisation 

The Uppsala Model was first made available in 1977 and has subsequently 

undergone some changes to incorporate latest updates on issues such as 

networks, and theories of internationalisation. (Johanson & Vahlne 1977, 2009) 

The Uppsala model considers internationalisation as a learning process. The 

knowledge attained from internationalisation has a bearing on the entry mode as 

well as market location. 

The figure below shows the old model and the newer model. It highlights the 

changes undergone with special regards to acquiring market knowledge & 

opportunities and network position which affect the change side variables of 

relationship commitment decisions and learning, creating & trust-building in the 

newer model (2009). The rationale being that change variables mutually 

increase knowledge, create opportunities and improve the firm’s network 

position or commitment to the internationalisation process.   
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 Figure 8- The Uppsala Model (On the left Johanson & Vahlne 1977, on the 

right Johanson & Vahlne 2009) 

 

Since this is a learning process the firm then gradually gains ground owing to it 

slowly building up its investments.  The firm in the long run becomes a viable 

competitor in the foreign market or markets. According to Johanson & Vahlne 

(1977), firms then choose markets with greater “psychic distance” that is with 

huge differences in culture, languages, business practices and so forth because 

of the confidence level gained from experience. The following statement by 

Glas, et al., (1999) substantiates the former by adding that the extent of SME 

operations in foreign markets tends to grow with firm maturity because the 

incremental internationalisation of firms is to a larger degree based on the 

owner’s experience which affects internationalisation performance. The original 

UIM had two main issues: 

 Psychic distance impacts internationalisation 

 Establishment chain is step-wise due to risk aversion and psychic 

distance 

Johansson and Vahlne (2009) make several new changes in answer to 

criticisms. According to the revised theory, both of the above will be impacted by 

networks. The changes bring in the importance of relationships and networks, 

their roles in solving problems and dealing with obstacles. Internationalisation 

occurs within relationships and networks and strategies are aimed at negotiating 
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them. Psychic distance is less important and the establishment chain can be 

speeded up with the aid of relationships and networks. The Uppsala Model has 

however not been without criticism. It has been declared too deterministic, 

narrow sided and static (Reid 1981 and Andersson 2000). Moreover, modern 

companies do not necessarily internationalise using this slow step by step 

approach, they do so very fast hence the coined term born-globals. 

 

2.9.3 Internationalisation of SMEs to developing nations 

 

A study of entry modes is of key importance. Several scholars like Cavusgil et 

al. (2002) look upon entry modes in Emerging Markets and the fact remains that 

when compared with developed markets, emerging markets differ in the external 

environment as well as in firm characteristics. Therefore an understanding of 

entry mode choices for emerging markets needs to be examined fully.  Cavusgil 

et al. (2002) explains the importance of external environment analysis when 

entering emerging markets. The study of entry mode choice with regards to 

these markets is slowly gaining ground. The linkage of the characteristics of 

emerging markets to the choice of entry modes is not something that can easily 

be determined hence the requirement to amplify research in this area. It is 

common knowledge that developed markets have become saturated and 

therefore the future growth is something that can be pointed to these markets. 

The table below shows a future outlook of global growth; growth in emerging 

markets as a forecast for future trends as tabulated by the Hong Kong and 

Shanghai Banking Corporation (HSBC).  
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Figure 9- Growth in the Emerging Market poised to boost global growth 

 

The figure above ideally presents the latent possibilities that lie in waiting for 

firms willing to invest in emerging markets. This study has already touched on 

the point of entrepreneurial characteristics having an impact on how firm make 

their decisions when conducting international business. Emerging markets may 

differ on many counts from developed markets but this aspect still applies to 

them. This is addressed below as the study continues in order to clearly address 

how lucrative these markets can be for firms from developed markets. Knight & 

Cavusgil, (2004); Oviatt & McDougall, (1994); Zhou, (2007) assert that 

entrepreneurial orientation, characterised by risk taking, opportunity recognition, 

capabilities and outlook, and coupled with intangible knowledge-based 

resources may lead to an early leap into the global arena. According to Alon & 

Lerner (2013) opportunity driven entrepreneurs are more likely to 
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internationalise. They used the GEM study basing their evidence on developed 

and developing countries. Statistically, they argue that according to GEM, as 

earlier on mentioned about 50% of all start-ups around the world expect to 

export, but in low-income countries, that ratio is down to about 33%. The GEM 

report suggests a relationship between necessity/opportunity entrepreneurship 

and internationalisation (ibid). Further assessment into why young 

entrepreneurial firms internationalise Knight and Cavusgil (2004) argue that 

unique product and technology advantages are a contributing factor. However, 

Alon and Lerner (2013) in their dissertation on international entrepreneurship in 

China quote Glas, et al, (1999) who adds that “incremental internationalisation 

of SMEs is to a larger degree based on the owner’s experience which has an 

effect on internationalisation performance, hence reflecting on the extent of 

SME operations in foreign markets growth-wise.”  

 

2.9.4 Global Competitiveness Index 

This section has been added based on relevance as a conceptual framework 

since this study focuses on two countries; a general look at competitiveness has 

been done as basis for establishing what could be considered as an entry point 

(opportune areas) for Finnish firms. The Global Competitiveness index (GCI) is 

a framework used to measure a nations’ competitiveness by the World 

Economic Forum (WEF). The Global Competitiveness Index (GCI) includes a 

weighted average of many different components which are further grouped into 

12 pillars of competitiveness (Global Competitiveness Report 2013). According 

to Blanke (2012) productivity sets the sustainable level of prosperity that can be 

earned for a country’s citizens. The GCI tries to measure the productivity of 

countries. The GCI looks at the number of factors that drive productivity from the 

more basic to the complex for example governance and institutions, macro-

economic stability, infrastructure, education, health, the functional of financial 

markets, goods, and labour and for the more advanced economies their levels 
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of innovation and the sophistication of the business sectors (Global 

Competitiveness Report 2011). These are what formulate the 12 pillars of 

competiveness; of which the first 4 set of factors depict factor driven economies, 

the second set comprises 6 factors depicting efficiency driven economies and 

the last 2 factors i.e. third set, the innovation driven economies. 

 

2.9.5 Stages of economic development 

 

The importance of understanding the different stages of economic development 

when it comes to international business methods cannot be overlooked. 

According to the World Economic Forum nations move along a certain 

development path. The first stage being factor-driven, the second stage is 

efficiency driven and, finally, the third stage is innovation-driven (see fig. 12 

below). The use of this framework helps determine which stage of economic 

development a country belongs to. Additionally, it shows how nations get the 

balanced score for the GCI. The basic premise is that economic development 

affects the competitiveness of a country; it causes wages to rise and in turn 

labor productivity rises as well (Global Competitiveness Report 2011). For more 

information on the stages and the key for each stage of development, refer to 

figure 10 below. 
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Figure 10-Global Competitiveness Index 

 

The figure above from the World economic forum shows the basic requirements, 

efficiency enhancers and the key for each stage of economic development. 

Factor-driven countries compete based on their factor endowments such as 

unskilled labor and natural resources. Companies therefore compete on the 

basis of price and by selling basic products. The low productivity reflects on low 

wages, and maintaining the productivity depends on well-functioning institutions, 

stable macroeconomic environment and healthy workforce. On the efficiency-

driven stage, there is advanced development and production processes become 

more efficient. Also, the salaries start to rise as a result of increasing 

productiveness. Finally, on the innovation-driven stage, the production 

processes are sophisticated and the companies produce new and unique 
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products. An economy on this stage is competitive and offers a high standard of 

living. (Global Competitiveness Report 2013)  

 

Figure 11- Finland & Zambia country comparison in stages of economic 

development 

 

 

Figure 13, above not only compares the two economies but illustrates the pre-

supposition of what factor driven economies could benefit from innovation driven 

economies and vice versa concerning Finnish firms based on a relationship 

which produces mutual benefit.  

2.9.6 Porter’s five forces 
 

The five forces model was first introduced in 1979 by Michael Porter. It identifies 

five forces that shape the industry competition in terms of potential entrants, 
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industry competitors, substitutes, buyers and suppliers. In the model, if the 

forces are intense, almost no company earns attractive returns on investment. 

Industry structure drives competition and profitability and while the factors can 

affect the profitability of an industry in the short run, the competitive forces 

cultivate an industry structure that is profitable in the medium and long run. 

(Porter 2008). Porter’s Five Forces framework is introduced closely in appendix 

2. 

Factors affecting decision making 

 

The factors that affect decision making when opting to enter a foreign market 

have been illustrated in figure 12 below as adapted from Root (1994). 

 

Figure 12- Influential factors in the entry mode decisions (Root, 1994) 
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However, it is vital to point out that every new market has its own set of 

dynamics and requires strategic capabilities and this paper has endeavoured to 

identify those differences and more or less prey on them. Again as a point of 

emphasis a lack of thorough knowledge of the Zambian market or 

understanding of it could potentially lead to detrimental results. Therefore this 

study focused on gathering market intelligence to help curb those effects. Find 

below an analysis of the Zambian Renewable energy industry using Porter’s five 

forces as a framework. The analysis has been done in relation to Finnish firms 

and the cases which have already been presented earlier in this paper. The 

analysis has been done based on information presented in this paper and in 

accordance with the main purpose of this research which is to investigate an 

appropriate entry method into the Zambian Renewable energy for Finnish firms 

hence the relevance. 

 

Table 3: Porter's five forces Renewable Energy Industry analysis 

Threat of 

New 

Entrants. 

 

The emergence of foreign competitors with 

the capital, required technologies and 

management skills acts as a threat to old 

players  

Bargaining 

Power of 

Suppliers.  

 

There are not so many firms there. The 

bargaining power of suppliers is therefore 

considered to be strong because ZESCO is the 

biggest supplier of energy & the rest could be 

considered as mining retailers. People rarely 

switch because there is no other alternative so 

ZESCO enjoys some kind of monopoly in a way. 

This acts as a negative thing for most suppliers 

because they do not have enough negotiating 

power. 

Bargaining Most consumers can be said to be very price 
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Power of 

Buyers.   

 

sensitive and therefore are most likely to look for 

cheaper alternatives.  However, when analysed 

from the point of view of buying technical 

products such as windmills, very sophisticated 

solar panels conclusion can be that consumers 

do not have enough buying power because it is 

often a rare case that they would afford and 

hence government tends to be the main 

customer/ or otherwise some funded projects 

from abroad. 

 

Threat of 

Substitutes 

 

If high costs of getting access to energy exist 

and as it is they do, the more likely people will 

seek alternative options which are the basis of 

writing this paper.   

Competitive 

Rivalry.  

 

Highly competitive industries generally earn low 

returns because the cost of competition is high. 

The Renewable energy industry is considered to 

have little competition. 

 

 

Zambia as a country presents many reasons that justify it as a good target 

market for any company looking to invest in its Renewable energy sector and 

the fact still remains that the sector itself is in infantile stages thus  this entry 

does require research and planning.  

The figure below illustrates the suggested simple steps to be taken to develop 

an eventual market entry plan for the Zambian market “evaluation and 

prioritisation of a most potential entry option”. 
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Figure 13- Zambia entry plan 

 

The figure above illustrates a suggestive model based on literature reviewed 

concerning what has been ideally recommended as a suitable option. 

Additionally, Finpro gives a checklist for entering Africa which has been adapted 

in this study. According to Finpro (2014) a company intending to enter Africa 

must endeavour to achieve the following: 

 Local presence is important in Africa 

 Allow time for meetings and decision-making: things take time 

 The importance of networks and relationships cannot be overstated 

 In the African markets, large players are continuously looking for expertise 

in  different fields and for subcontractors 

The route into Africa may be indirect: many Chinese and Indian companies are 

very active in Africa. However the corresponding chapter goes much deeper into 

what is to be expected on the ground. As each market is unique and also since 

Finnish firm’s internationalisation paths have been a subject of study by many 

authors, more evidence is provided below in order to fully prepare firms. 
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3 DOING BUSINESS IN ZAMBIA 

This part of the study describes the characteristics of the Zambian business 

environment in relation to the opportunities and challenges; i.e. networking and 

confidence, the role of government, bureaucracy, and corruption. Moreover, the 

research presents the cultural norms, doing business there and the profile of the 

Zambian Renewable Energy Industry.  

3.1 Economic Overview & Finnish-Zambian bilateral agreements 

Zambia is located in sub-Saharan, and since achieving its independence in 

1964 it has known no war. Its political and social stability makes it an attractive 

destination for foreign investment. Zambia’s economic history stems from what 

was a centrally planned economy- a command economy. However, in the early 

nineties Zambia experienced a shift not only politically but economically as well. 

The government of Zambia began to pursue liberal economic policies, in an 

effort to diversify the economy and create an enabling environment for 

investment. The age of privatisation set in and many previously government 

owned para-statals were privatised. The private sector-driven economic 

approach went with the emphasis on calling foreign investors. Relatedly, 

Zambia has a number of bilateral agreements with several countries which 

ensure mutual benefit in terms of promotion and protection of investment 

practices. One of those countries is Finland, according to the Finnish ministry of 

Foreign Affairs online (2013) “Finnish support to Zambia demonstrates the 

strong will of both Finnish and Zambian Governments towards a sustainable 

development at the level of human capacities.”  

Below a table is presented giving an economic overview of the country. Zambia 

is located in sub-Saharan Africa, is landlocked and has a population of almost 

13.5 million people according to Doing Business in Zambia (2013). 
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Table 4: Zambia Fact File 

 (Adapted from CIA & DB, 2013) 

 

Region Sub-Saharan Africa 

Official 

Name 

Republic of Zambia 

Population 13,474,959 

Official 

Languages 

English 

Currency Kwacha (ZMK) 

Capital 

City 

Lusaka 

GDP purchasing power parity 

$17.39 billion 

GDP Per 

Capita 

purchasing power parity 

$1,500 

 

Doing business in Zambia (DBZ) further adds that Zambia is a peaceful country 

in spite having many ethnicities. They state that Zambia is endowed with large 

mineral deposits which have significantly helped economic development. 

Accordingly, it is reported that Current statistics show that Zambia is one of the 

poorest nations in the world with 80% of the population living under the poverty 

line (a dollar a day). Zambia over the years has undergone many changes in 

terms of economic policy reformation. “Recent trade liberalisation, privatisation 

and budgetary changes have created a solid economic environment and 

contributed to significant economic progress since the 90’s" (Doing Business in 

Zambia) and taking advantage of this growing economy requires a profound 

understanding of local social and business culture as already alluded to.  
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3.2 Zambian business environment 

The overview of the Zambian business environment is presented below. 

According to the Patents, Company and Registration Agency (PACRA) the tax 

rates in Zambia are as follows: 

Table 5: Corporate taxes in Zambia 

 Adapted from Zambia Development Agency (ZDA) 

 

Standard 35 % 

Mining 30 % 

Farmin 15 % 

Non-

traditional 

exports 

15 % 

Personal 

income tax 

25 to 35 % 

VAT 16 % 

Withholding  tax on rental 

income, consultancy, 

dividends and royalties 

for non-residents 

15 % 

 

 

Referring to table 5 provided above on corporate taxes in Zambia, it is very easy 

for one to see that for a poor country Zambia’s corporate tax is un-usually high 

and stands out as one of the most inhibiting factors to firms investing in the 

country. As the table shows it stands at thirty-five percent (35%).  

3.3 Capital invested inward FDI by sector 
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The figure below shows inward foreign direct investment by sector as adapted 

from the Zambia Development Agency (ZDA). The pie chart below evidently 

shows that investments in Renewable energy are significantly low. They are 

less than a quarter. Please refer to figure 14. 

Capital invested inward FDI by sector

Metal

 Alternative or Renewable
energy

Coal, oil and natural gas

Chemicals

Communication

Other

 

Figure 14- Capital invested inward FDI by sector 

 

 

Adapted from Zambia Development Agency (ZDA) 

3.4 Obstacles to Firm Investment in Zambia 

The World Bank carried out a survey in 2007 where they interviewed foreign 

firms and asked about the problems firms considered to be major obstacles to 

investment in Zambia. As can be seen from the figure provided below they 

identified a list of top 10 obstacles firms felt stood in the way of investment 

desire, that is, from greatest to least. 
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Figure 15- Top 10 constraints in firm investments in Zambia 

 

(Adapted from the World Bank) 

 

The obstacles listed according to the data supplied by the World Bank were the 

tax rates, which stood at 35% being the greatest obstacle observed, followed by 

practices in the informal sector. Access to financing, access to electricity, and 

land were among the ones topping the chart followed by the issue of safety and 

security (i.e. crime, theft & disorder). Transportation, corruption, having an 

inadequate labour force and lastly customs and trade regulation all in 

descending order encompassed the biggest obstacles to firm investment in 

Zambia. 

3.5 Country Comparison on the Ease of doing Business in the region 

For policy makers trying to improve their economy’s regulatory environment for 

business, a good place to start is to find out how it compares with the regulatory 

environment in other economies. Doing Business provides an aggregate ranking 

on the ease of doing business based on indicator sets that measure and 

benchmark regulations applying to domestic small to medium-size businesses 

through their life cycle.  
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Figure 16- Country Comparison southern Africa- Ease of doing business 

 

 

 

Economies are ranked from 1 to 185 by the ease of doing business index. For 

each economy the index is calculated as the ranking on the simple average of 

its percentile rankings on each of the 10 topics included in the index in Doing 

Business 2013: starting a business, dealing with construction permits, getting 

electricity, registering property, getting credit, protecting investors, paying taxes, 

trading across borders, enforcing contracts and resolving insolvency. The 

ranking on each topic is the simple average of the percentile rankings on its 

component indicators. The employing workers indicator was not included in the 

figure above which has the aggregate ease of doing business ranking. The 

aggregate ranking on the ease of doing business benchmarks each economy’s 

performance on the indicators against that of all other economies in the Doing 
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Business sample. While this ranking tells much about the business environment 

in an economy, it does not tell the whole story. The ranking on the ease of doing 

business, and the underlying indicators, do not measure all aspects of the 

business environment that matter to firms and investors or that affect the 

competitiveness of the economy. Still, a high ranking does mean that the 

government has created a regulatory environment conducive to operating a 

business.  

3.6 Initial steps and the business culture  

Zambians and foreigners alike can register their companies with the registrar of 

companies (see app. 4) in Lusaka; Zambia. Registration of a company in 

Zambia over the years has been made easy, in order to allow for more 

entrepreneurs to start businesses in the formal sector and enhance job creation 

with the sole aim of generating more revenue for the government. A formal 

registration of a company is beneficial not only for the business owners but for 

its employees as well and it carries with it added advantages. Formally 

registered companies have access to services and institutions from courts to 

banks as well as to new markets. And their employees can benefit from 

protections provided by the law plus the many added incentives. An additional 

benefit comes with limited liability companies. These limit the financial liability of 

company owners to their investments, so personal assets of the owners are not 

put at risk.  

3.7 Requirements for opening up a business in Zambia 

According to data collected by Doing Business, starting a business there 

requires 6 procedures, takes 17 days, costs 26.6% of income per capita and 

requires paid-in minimum capital of 0.0% of income per capita. Appendix 3 

inserted below from the Patents and Registration of Companies Act (PACRA) 

provides further information on current duration for these procedures.  
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Whether one is considering acquisitions, making a Greenfield investment or 

restructuring, there is a need to understand the strategic and financial impact of 

these decisions and the implementation risks. Understanding where the 

opportunities and risks lie, the size of each opportunity and what competitors 

are doing will arm you with the confidence to make a sound investment 

decision. The steps to be followed and questions asked such as; how to make 

your entry whether be it through intermediaries, or directly, and using what 

information? It then follows on the decision to be made, that is, on the form of 

investment and control. Would it be a joint venture, through a local partner, or 

acquisition? Zambia presents a unique challenge in terms of operationality and 

hence the need for determining how to operate from a tax perspective. The 

above provided details then act as a guide line for any prospective international 

firm on which procedure and tax regime befitting their case. Furthermore, firms 

require a deep understanding of how the Zambian culture affects organizations, 

managerial processes and behaviours. Zambia is among a number of countries 

that significantly differ from the West in their ways of doing business. As an 

emerging economy in Africa it has recently gained a lot of attention in the 

economic arena. Underlying the indicators shown in this chapter for Zambia is a 

set of specific procedures—the bureaucratic and legal steps that an 

entrepreneur must complete to incorporate and register a new firm. Additionally, 

the much needed development of intercultural competencies for doing business 

in Zambia. These are identified by doing business through collaboration with 

relevant local professionals and the study of laws, regulations and publicly 

available information on business entry in that economy as presented by this 

study. The detailed summary of those procedures, along with the associated 

time and cost has been highlighted in the previous section. These procedures 

are those that apply to a company matching the standard assumptions (the 

“standardised company”) used by Doing Business in collecting the data. 
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3.8         Challenges in Zambia 

In looking at the state of economic development and the factor endowments that 

cause a nation to be placed in a certain stage, Zambia clearly concentrates on 

many of those that Finland has already developed like the building of financial 

markets, infrastructural development, and technological readiness to say but the 

least (see earlier section on stages of economic development). So for most of 

these firms that seek to go there and some which have already been access to 

finance is one of the major problems faced, with this being a particular 

constraint on their ability to increase the level of involvement locally. Problems 

dealing with corporate governance and corruption among other things severely 

constrain access to equity finance for innovation and growth because they act 

as a derailment factor for not only foreign firms willing to invest in Zambia but 

the local firms as well.  Small and medium sized companies (SMEs) are often 

quoted as engines to job creation, economic growth and to diversity both in 

developed economies as well as in emerging ones (OECD, 2006, 1). At the 

same time, the competitiveness of a company, especially SMEs depends much 

on the rate they can introduce new products on the market or implement cost-

savings inducing improvements. Although SMEs often lack the resources of a 

large company, they still manage to possess a variety of advantages over their 

bigger counterparts, namely agility, flexibility and fast decision making to name 

a few.  

The table below lists the challenges of doing business in Zambia and it also 

highlights the positive areas otherwise listed as strengths when considering 

making an investment.  
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Table 6: Challenges & Opportunities in Zambia 

 

CHALLENGES STRENGTHS 

 A weak system of 

Intellectual property 

rights; 

 Under-developed 

financial system; 

 Corruption, low 

ranking of 

transparency (CPI=38 

vs. Finland=89) ; 

 Deviation from best 

practice in corporate 

governance; and 

 A weak legal system 

and law enforcement. 

 Large income 

disparities 

 Productivity growth in 

the country is slow 

 Lack of adequate 

corporate governance 

 Bureaucracy  

 Infrastructure 

investment is still 

lacking 

 Governmental policies 

encouraging investment 

in the sector (FDI)  

 The economy is 

characterized by a well-

developed mining sector 

and three quarters of 

energy demand goes to 

that sector.  

 A business friendly 

environment.  

 Demand for waste 

management An 

overabundance of solar 

energy 
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Many of the listed challenges act as opportune areas for foreign firms. For 

instance Zambia’s highlighted load shedding problem when it comes to 

provision of electricity could be considered as a means of entry. As the 

population has been growing over the years so has the escalation of this 

problem. A definite SWOT analysis of not only the country but of the renewable 

energy sector arms a company with information pertaining to threats, 

opportunities, weaknesses and strengths as depicted by the table above.  

3.8.1 The role of government and bureaucracy  

The propensity of many firms towards moving beyond their borders is also a 

side effect of globalisation which causes many firms to view the world as one 

large market place for goods, services, capital, labour and knowledge. The 

globalisation of the world’s markets has seen systems converge, with 

advancements in technology, the interconnectedness of national economies 

giving rise to new kinds of consumers, producers, suppliers and governments 

who are interdependent on each other. The Zambian business environment 

differs significantly from the Finnish one. With regards to how business is 

arranged Zambia carries more of hierarchical structures in most of its 

organisations in the public sector. The relevance of knowing this aspect directly 

alludes to the fact that when an alternative such as a wholly owned subsidiary is 

used as an entry option one has to deal with public offices. The cultural shock 

that may arise if not prepared could be devastating and hence lowering morale. 

These organisations are too tall with long chains of command, and some 

departments have even spurred growth beyond a manager’s span of control to 

become too large. Owing to this poor communication and coordination causes 

diseconomies of scale. For example, hierarchy creates conditions of compliance 

that can institutionalise amoral reasoning and corruption (Brief, Buttram, & 

Dukerich, 2001; Kelman & Hamilton, 1989). Because power is such a central 

feature of social life, people are able to describe themselves in terms of power 

relations very easily (Galinsky et al., 2003). Formality, impersonality come in 
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therefore discouraging innovation and reduced communication levels as already 

noted. Important to note that companies that use the same entry strategy for 

each foreign market will realise that they are unable to exploit foreign market 

opportunities to the fullest. 

 

3.8.2 Corruption 

This part of this study has been devoted to discussing one of the rampant 

problems that a foreign firm will face in Zambia. Referring back to the number of 

problems listed when doing business in Zambia by expats, corruption is 

mentioned. Corruption can be seen as a major obstacle to democracy and the 

rule of law, not just to Zambia but worldwide. Economically, corruption leads to 

the depletion of national wealth. Corruption brings on inequality, because only a 

few benefit from what is meant for the masses. An example of this is those high 

in authority and those associated with them. Mostly this is at the expense of 

those who do not have personal relationships or who do not have the economic 

means. This has an overall negative impact on efficiency and growth by 

distorting free market outcomes. It is responsible for the increased costs of 

goods and services; it’s also responsible for misappropriation of scarce public 

resources/funds to uneconomic high profile projects at the expense of the much 

needed projects, that is, beneficial projects to the public at large. Corruption 

hinders the development of fair market structures and distorts competition; it 

deters investment (some managers may decide to avoid investing in certain 

countries until the culture of corruption has changed). Corruption undermines 

people’s trust in a political system, in its institutions and its leadership and 

furthermore it brings on environmental degradation.  

The crackdown on corruption can be seen as a welcomed change worldwide but 

there are indeed grey areas where the rule of law needs to be tightened and in 

most developing nations this is one area where one can say that the crackdown 

is in a slow phase.  
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Hofstede’s research points to that, included below is the cultural dimensions 

generated from an online tool. The inputs are the two countries concerned, that 

is, Finland and Zambia. The differences on the scales prove a lot when it comes 

to evidence provided concerning business practices in the two countries. 

Finnish firms would benefit a lot from referring to this analysis because it will 

allow them to understand a lot concerning practices they will find on the ground. 

The figure below further elaborates, with descriptions carried along concerning 

power distance, individualism, masculinity, un-certainty avoidance, pragmatism 

and the newly added dimension indulgence. As can be seen there are many 

differences on all the dimensions. 

 

Figure 17- Hofstede's cultural dimensions country comparison 

 

Adapted from McGraw 2000 &/ courtesy of http://geert-

hofstede.com/finland.html 
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This clash of cultures has been persistent along the internationalisation path as 

indicated by events of employee misconducts and lawsuits (Thomsonreuters 

2012) - Walmart showcases as a perfect example of this. Zambia has an 

underdeveloped regulatory environment and as such presents many loopholes 

and this tends to be visible in its business culture, however internal affairs are a 

matter of the company and employees to deal with. Companies intending to 

succeed must recruit local people which will eventually boost employee morale 

plus an added bonus of already established networks (this mostly applies to 

bigger firms). Scholarly research using Hofstede’s research in trying to analyse 

the corruption shows that in countries where the power distance is high & the 

un-certainty avoidance index is also high, corruption tends to be relatively high. 

Since the effects tend to be detrimental to a country’s economy in the long run 

and international organisations are mostly taking a stronger stand against 

corruption this could be seen as a permanent change. In a nutshell, it depends 

on the country’s level of economic development. If one were to use the three 

stages of economic development. Then countries which fall under the innovation 

driven category maybe said to have taken stronger steps against corruption 

because they have fully developed institutions (institutional framework), 

whereas those under the efficiency driven category maybe following suit and 

taking the same step but some may still have loopholes in their systems and 

their corruption perception indices (CPI) may also show that. The latter group 

(factor driven economies), this group mostly constitutes a majority of the 

developing nations and mostly this is where the crackdown is mostly difficult 

because it falls in grey areas, mostly due to a lack of working institutions, 

management style and education levels are also low, that is, with the majority so 

it’s mostly taking a slower pace. 

According to the World Bank first cause of corruption is opportunity. In 

governmental level this could be a government run company with no 

competitors or bureaucracy involved in engaging business transactions. Second 

is getting away with something. This one relates to the first cause; why not take 

the money if there’s little or no chance of getting caught? Lack of governmental 
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transparency and weak law enforcement induce accountability problems. Third 

cause is unimpressive incentives. For example a governmental officer earning 

too little, with decision making power tend could get around laws easily. Fourth 

are the attitudes or circumstances in which the law can be disregarded. For 

example, people may consider paying taxes irrelevant (especially if others are 

not paying them. Poverty and lack of resources, such as medicine may also 

cause disobedience of the law. (WorldBank 2005, p. 5)   

Many macroeconomic as well as social problems are the birthing grounds of 

corruption. Countries with little foreign involvement in terms of business, large 

rural populations, extended families, short life expectancies, poverty, high 

inflation and unemployment and lack access to education tend to have high 

levels of corruption. Cultural and demographic structures play a part as well. For 

example nations with significant ethnic diversities and religions tend to have 

high amount of corruption. 

The extensive government regulation involves usually countries with high 

differences in living standards, impotent legal system, and high level of 

bureaucracy among others.  

In the countries with extensive regulation in place, the governmental power is 

very centralised. Those who are in power have generated the new legal, judicial 

and the law enforcing system accordingly. Since the laws as well as the legal 

system is on the short leash of the central government along with rigid and 

bureaucratic decision making process, incentives for cutting corners and playing 

to one’s own pocket is created. One realisation of the aforementioned, 

combined with the other macroeconomic factors (poverty, unemployment, low 

wages etcetera.), contribute to firms paying high sums of money for entering a 

country or obtaining new projects.  This study shows the negative aspects tied 

to having to do business with a corrupt society and as is depicted in the case of 

Zambia. The corruption perception index as of 2012 by Transparency 

International saw Zambia get 88th place out of 176 countries with a score of 37. 

They used a scale of 0 to 100, with 100 being the least corrupt and 0 the 

highest. Finland on this scale ranked at number one out of a total of 176 
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countries with a score of 90 alongside Denmark and New Zealand. “Two-thirds 

of the 176 countries ranked in the 2012 index score below 50, showing that 

public institutions need to be more transparent, and powerful officials more 

accountable”. (TPI 2012) 

 

 

3.9 Zambia Energy Situation 

 

This part of the thesis briefly introduces the Zambian energy regulatory authority 

and the renewable energy industry in general with its current players. A 

competitor analysis allows for would be investors to assess the situation of the 

new market hence significance of this section in relation to Finnish firms. 

3.9.1 Energy Regulator 

 

The Energy Regulation Board (ERB) by law is the main regulatory body in-

charge of registration of new companies, granting licences and monitors issues 

such as construction sites. They monitor the levels and structures of competition 

within the energy sector, with a view of promoting competition and accessibility 

to any company or individual for operating as a business in Zambia. The Energy 

Regulation Board (ERB) was created under the Energy Regulation Act of 1995, 

Chapter 436 of the Laws of Zambia, and became operational in 1997. 

 

3.9.2 Regulatory framework for Renewable energy 

 

There are two ministries that have been charged with overseeing policy 

development. These are the Ministry of Energy and Water development 
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(MEWD) and the Ministry of Tourism, Environment and Natural Resources 

(MTENR) (Reegle, 2010). The Ministry of Energy and Water Development 

(MEWD) has been granted more ministerial power so has the overall 

responsibility to develop and implement policy on energy whilst the Ministry of 

Tourism, Environment and Natural Resources  is responsible for the formulation 

of policy on forestry and the environment (MTENR, 2010). These two ministries 

work hand in hand on issues of biomass, especially on the energy supply side. 

However, the Energy Regulation Act makes limited mention of renewable 

energy sources (Reegle, 2010) as such, at the moment this is a very grey area. 

Policy formulation is still underway, as this sector is relatively young and still 

undergoing exploration. But when it comes to solar energy, owing to the 

abundance of it -regulation is existent and way more developed when compared 

to other sources. 

“So far, a licensing regime for solar power operators has been developed, 

allowing the licensee to engage in the manufacture, supply, installation and 

maintenance of solar systems. Conditions for each license vary. In addition, four 

standards have been issued by the country’s Bureau of Standards for solar 

equipment, including on charge regulators, batteries, PV modules themselves, 

and fluorescent lights for PV systems. As of 2011, 17 licenses had been issued, 

with a further 14 awaiting approval.” 

As for the rest (alternatives as opposed to solar energy), little is being done. 

3.9.3 Competitive landscape 

 

The Zambian electricity sector has 3 operators and these are the Zambia 

Electricity Supply Corporation (ZESCO), the Copperbelt Energy Corporation Plc 

(CEC) and Lunsemfwa Hydro Power Company. ZESCO used to have monopoly 

in the industry but now the sector has opened up to other players as well. 

Copperbelt Energy Corporation (CEC) and Lunsemfwa are private operators 

where as Zesco which is the dominant player is a state owned corporation. The 
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figure below illustrates the Zambian electricity sector and its current players. 

Reegle (2010) 

 

Figure 18- Zambian Electricity Sector current players 

   Adapted from ZESCO 

 

 

The electricity market is vertically integrated. The Zambia electricity supply 

corporation (ZESCO) and the Zambia electricity market are vertically integrated 

with the state electricity company engaging in all sectors of the market. 
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Figure 19- Vertical integration of Zambian Electricity Market (statistical 

adaptation from ZESCO) 

 

According to a report on doing business in Zambia, since the dissolution of the 

former parastatal monopoly, the Zambian Oil Company, private sector 

participation in the sector has grown. Since the inception of the national 

regulatory authority, the number of oil distribution companies operating in the 

country has risen from 5 to 19 (adapted from Zesco statistics by Reegle, 2010). 

The author of doing business in Zambia reiterates the importance of access to 

energy. He alludes that it is a key factor for economic growth; however, energy 

deficiency is a serious issue in Zambia. Only 20% of the population have access 

to on-grid electricity and in rural areas this is only 2%. 80% of the population 

therefore depend on biomass energy, mainly firewood and charcoal, for cooking 

and lighting (ibid). It is important as we discuss this topic that the reader is 

aware of these statistics. The figure below illustrates this point; it also highlights 

the capacity concerns. 
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Power only serves 20% of the population whilst 80% do not 

have access to electricity. 

 

Figure 20-Energy Demand vs Supply in Zambia 

 

Reegle (2010) adapted from ZESCO statistics (see app. 1 for more) 

 

 Peak power demand in Zambia is around 1900 MW while maximum 

generation capacity is around 1800 MW (if all the generators are available) as 

is depicted in the figure above. 

 

The figure below illustrates the situation concerning access to energy in 

Zambia by population based on statistical data. It goes on to show the only 

nineteen percent of Zambians have access to electric energy and these are 

mostly found in the urban areas whereas those in rural areas comprise the 

remaining one percent thus giving us a combined total of twenty percent of 

the population having access to electric energy. However, eighty percent of 

the population do not have access to electric energy and largely depend on 

biomass as their source of energy. 
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Figure 21- Chart showing Statistics of access to energy in Zambia by 

population 

 

 

 This power serves 20% of the population. The remaining 80% of Zambian do 

not have access to electricity (see figure above). 

 

Accordingly, Doing business in Zambia reports that the Northern Province of 

Zambia has a higher demand for electric power which eventually surpasses the 

energy provided from the National grid and the local falls called Chishimba. 

Fortunately the province is endowed with abundant energy resources in form of 

water falls and rapids which remain untapped.  

The question however raised is as to how Zambia intends to bridge this gap. On 

the other hand, Zambia does not lack sunlight and as such the country has a 

very good solar generation potential (Reegle, 2010). It is argued that the 

exploitation of solar power has been limited to applications in health and 

education. Additionally, it is also noted that there have also been projects in the 

past where palaces of traditional leaders have also been provided with solar 
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power. At present there are no programmes or legal instruments in place to 

increase the penetration of solar power for the domestic consumer (ibid). So this 

remains as a gap therefore offering many latent possibilities for new firms to tap 

into this market. Similarly, co-generation schemes such as Zambia Sugar show 

great potential for expansion from the current generating capacity of 58 GWhr to 

around 414 GWhr if technologies such as Condensing Extraction Steam 

Turbines (CEST) are implemented (Reegle, 2010). These schemes will not take 

off unless new regulations requiring the utility to purchase electricity from such 

projects are enacted (ibid).  

 

The anticipated population growth will increase demand for household energy, 

while investments in the development of the energy sector are not expected to 

match population growth. International funding bodies play a significant role and 

so far the focus has been on the development of renewable energy to foster 

economic development and poverty reduction through a value chain 

development approach.  

 

3.10 Renewable Energy in Zambia 

 

There are six main sources of renewable energy in Zambia and these are solar 

energy, wind, hydropower, biogas, biomass, and bio-fuels. Kindly refer to the 

figures below for illustrative purposes. 
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Figure 22- Six main sources of Renewable energy in Zambia adapted from 

Zesco 

 

In 2008, the Government of Zambia approved the National Energy Policy, a 

deliberate move to boost the sector’s potential to drive economic growth and 

reduce poverty (Reegle, 2010). An excerpt from an article written on the energy 

situation in Zambia notes that “like in many parts of Zambia the Northern Circuit 

is endowed with a wide range of energy resources, particularly hydropower, 

solar, woodlands, biomass and biogas sources and other sources of renewable 

of energy. The country’s hydropower source potential stands at 6,000 

Megawatts, while the installed capacity is only 1,760 Megawatts.  

Given the statistics above it is argued on further that there would still be a short 

fall of energy supply even if the “total potential of 6,000 MW were to be installed 
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it would contribute only 34% of the total national energy requirements. The rest 

of the energy (66%) shall have to be found from other sources.” Thus many 

suggestions have been brought forward advising the government to centre their 

attention on bio-fuels and other forms of renewable energy as alternative 

sources of energy to cater for the shortfall. 
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4 RESEARCH DESIGN AND EMPIRICAL ANALYSIS 

The strategy used in the research can be determined, according to Yin (1994), 

by looking at three different conditions. These conditions are: The type of 

research question posed; the extent of control an investigator has over actual 

behavioural events and; the degree of focus on contemporary as opposed to 

historical events.  

In general, case study is the preferred strategy when “how” and “why” questions 

are posed, when the investigator has little control over events and when the 

focus is on a contemporary phenomenon within some real life context (Yin 

1994). Since not so many studies have been  done concerning International 

entrepreneurs entering emerging markets, it may be vital to use a personal 

approach (such as case studies and personal interviews) in order to gain useful 

insights into this interesting phenomenon. In the context of emerging markets, 

Eisenhardt (1989) asserts that the most appropriate methodology proposed for 

theory development would be through case studies. 

4.1 Visual Design of the methodology 

A visual design of the methodology is presented below clearly showing the 

steps intended to be taken in each stage of the research. 

 

 

Figure 23-Visual Design of Methodology 
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4.2 Data Collection, Validity and Reliability 

For the data collection, interviews and documentation were used. Most of the 

data collected as already mentioned in the introduction was secondary data 

from academic journals, and online data banks. During the data collection, a 

multiple strategy for the source of evidence was used since interviews as well 

as documentation was done. This is line with Seale’s (1999) approach to the 

relationship between claims and evidence. In order to create strong chains of 

evidence citations to all the sources used in this study has been made. 

Furthermore (Yin, 1994) states that there are three different tactics to increase 

construct validity. The first tactic is the use of multiple sources of evidence 

during the data collection. The second tactic is to establish a chain of evidence. 

This is based on the principle to allow an external observer to follow the 

derivation of any evidence from initial research questions to the conclusions of 

the case study. The third and last tactic is to have the draft case study report 

reviewed by key informants. (ibid) This study follows through all the 

recommended tactics in order to increase validity. 

This study follows a structured approach in which every sequential chapter, from 

the introduction to conclusions, is based on the preceding one. This is in order 

to provide readers and other researchers with a study that is easy to follow, 

coherent, logical and useful for future research. According to Joppe (2000) 

reliability is the extent to which results are consistent over time and an accurate 

representation of the total population under study is referred to as reliability and 

if the results of a study can be reproduced under a similar methodology, then 

the research instrument is considered to be reliable. However, it must be duly 

noted that this study takes the qualitative approach and the question of 

replicability in the results is not a major concern (Glesne & Peshkin, 1992), but 

rather precision (Winter, 2000), credibility, and transferability (Hoepf, 1997) will 

provide the lenses of evaluating the findings of this research. 
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4.3 Empirical Part 

This section of this chapter presents all the four cases followed by a detailed 

within-case analysis. All the cases depicted in the study have been summarised 

based on relevance. They therefore give a brief summary of the case 

companies and the data collection process.  

4.3.1 Cases 

Presented below are four Finnish case companies. The first case company 

being Earth house systems Oy, the second NAPs, the third one ENSTO and last 

but not the least Windside. Important to note in this scenario is that Earth House 

Systems has been presented as a case company here even though it does not 

fit the profile of companies which deal with Renewable energy but is qualified as 

a case subject due to the fact that its investments have to do with partnering 

with companies that are in this sector. A fifth case has been added as an 

excerpt, the Doranova project courtesy of Project CONNECT in order to 

determine the most preferred entry mode and as such reach the goal of this 

research by looking at the commonalities and any possible differences when 

doing the cross case analyses.  

4.3.2 Within-case analysis 

As mentioned above, four case companies were selected for this study and 

these constituted mainly companies dealing in green energies or anything 

related to it. The only exception was case company 1 Earth house. All of the 

case companies' are discussed based on the interviews, secondary data 

available and analysed in the following chapters. The analysis is further broken 

down into four important categorical areas which act as basis for providing 

evidentiary support for this research. The areas being: questions with regards to 

joint collaboration with a local partner; source of resource procurement; the role 

of government; and local companies, and lastly, clients and funding. These 
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areas are used to determine the company’s aspirations or motivation in trying to 

enter a foreign market and in this case Zambia. The areas help in analysing the 

level of importance attributed to having such in a company’s attempt to enter 

that market. However, not only that but also as a determinant for companies that 

have already entered Zambia, in this case Earth house. This has been applied 

to all of the case analyses below in numerical form after the general analysis. 

4.3.3  Case 1 

Earth house systems  

Earth house system is a sustainable housing project that incorporates clean 

technologies in its design regarding supporting fixtures and fittings. The 

interview was carried out with Sami Juola CEO and direct participation was 

involved as well in August 2013 to date. Earth House Systems has a strong 

focus on collaborating, empowering and engaging local communities in building 

projects. Earth House’s mission is to try to purchase and source as much as 

possible work, materials and production within the local communities. The main 

idea is to have building materials that are environmentally friendly and also 

sustainable. In an age where climate changes is a concern, that is, with the 

whole phenomenon of global warming Earth house takes a lead role in realising 

that problems do not find a way of solving themselves unless an education 

takes place in the form of attitude change and also behavioural attributes. Earth 

house looks at skills transfer as a way of having sustainable development and 

henceforth poverty eradication due to empowerment by the knowhow. Earth 

House Systems is a family owned business that deals in sustainable housing 

and collaborates with all three companies listed here in using clean technologies 

in their housing/building projects. They have a model of their house in the 

science park at Heureka in Finland. This model was presented to the Zambian 

Ministerial delegation that visited Finland in August, 2013. The main goal was to 

officially introduce the project as a viable sustainable Housing Project that could 

eventually take off with governmental support via collaborating with the local 
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housing initiative. The aim of the project was to directly address the issue of 

rural housing development as resources in terms of housing in Zambia do not 

match the growing population. It was hoped that through this project issues like 

job creation would be resultant effects due to the transference of skills and the 

adoption of new clean technologies as presented by earth-house in 

collaboration with its partner network. The presentation also facilitated the 

introduction of dry toilets which recycled waste into compost and also produced 

recycled water for the sole purpose of irrigation in the agricultural sector. 

Incorporated into Earth house’s model was Windside’s windmill and NAPS’ solar 

panels for energy generation. These incorporated latest innovations in 

technology as alternative sources of energy for the Zambian market. By 

partnering with local partners in Earth House’s efforts to enter Zambia it was 

hoped the knowledge gap would be narrowed owing to benefiting from already 

existing networks. By doing so capabilities are developed to negotiate and also 

help cope with under-developed institutions. Through the learning process it 

was hoped that the firm was slowly starting gaining ground and be able to stand 

by itself. “From my experience with Earth House, l think the best step to take 

would be the Finnish- Zambian partnership. It’s a program which was being 

spear headed by Zambia Chamber and Small Medium Associations promoting 

foreign investment and partnership. They look at the local need amongst SMEs 

and work with government to make sure they are incentives too for investors. 

Coming back to the sector you are looking at, l see potential there because 

energy is an issue here. The idea is to come up with innovative and tailor made 

ideas to suit the local content because they are already quite a number doing it 

already. There is a need to understand the strategic and financial impact of 

these decisions and the implementation risks. Understanding where the 

opportunities and risks lay, the size of each opportunity and what competitors 

are doing arms the prospector with the confidence to make a sound investment 

decision. Best entry point would be Zambia Chamber of Small and medium 

business associations” Linda Mumbe Mulenga (2013, respondent and local 

consultant for Earth House Systems) “Who else would know best the local 
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materials and ways of working than the people already living in the vicinity of the 

site? If skill transfer is required for some jobs, Earth House Ltd is happy to 

facilitate with technical knowhow. Earth-house systems (2013).  

 

According to the CEO Earth House provides safe, comfortable and affordable 

houses. They look at the whole life cycle of the house in order to accommodate 

the needs throughout the life of the house owner. The basis of the company in a 

nutshell is to provide good housing with proper energy, water and sanitation 

solutions. This is in an attempt to better the living conditions in the rural areas. 

According to Sami local partners are vital, their knowledge of institutions, local 

customs are beneficial. Initially they had partnered with an American lady who 

runs an NGO in Zambia selling jewellery but they had to part ways later 

because of commitment issues. Their entry into Zambia required them getting a 

piece of land. However there are different laws in Zambia regarding that aspect 

especially concerning rural areas. According to Sami local contact has to be 

established and it is mostly the chiefs in charge of land allocation. They have so 

far managed to have the company registered and that was another process that 

took time and required the assistance of a lawyer. Sami further added that Earth 

House is a Community Project and that the whole concept of building Earth 

Houses would be best established by having strong local engagement. Earth 

house’s products include; storage facilities, villages, family housing and 

agriculture facilities. Their main goal is to be an entity that generates jobs and 

teaches new skills during the initial engagement. When asked about the role of 

support from Government and local companies play in entering a new market 

with special regards to Zambia. Sami added that it is a vital need as they 

embark on not only providing jobs but a skills transfer. Additionally, Earth house 

looks at community development initiatives empowering the women as a means 

of achieving sustainable development. Earth house’s aspired clients are mostly 

construction companies according to Sami. The companies are targeted 

because they house their projects in an area for a period of 6 months or more 

but without proper housing or sanitation. They mostly stay in tents so Earth 
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house comes in offering them a solution because their models are easy to make 

and could be made mobile.  

Case Analysis 

Earth house is a family company and could be considered as a start-up. 

Therefore, it is no exception to the rule when it comes to the many problems 

that start-ups encounter. The most common being a lack of experience in 

international business and a lack of a proper financial base which both act as 

deterrents to achieving the much needed success in penetrating a foreign 

country and also setting up initial operations. Earth house is relatively small and 

lacks references (experience). Their initial move to partner with an American 

partner in order to conduct business in Zambia could be considered as their 

weakness. International business theories on many counts encourage foreign 

owners to engage local people in their attempt to seek entry into a market so as 

to gain local knowledge (market intelligence) and also institutional theory speaks 

of the many advantages to be gained in terms of avoiding institutional voids 

because the local people tend to fill that void. The local people have enough 

knowledge of how the institutions work, for example the bureaucratic systems 

and the local business etiquette all play as advantages because these are 

gained and the new entrant in this case Earth House gets to concentrate on 

other issues. Coming back to the part of the financial resources, as already 

mentioned Earth house is a young company and it therefore does not have a 

very sound financial backing. This is problematic because when compared to 

larger companies it cannot cushion the effects that come with a risk of a loss 

and this could eventually lead to its eventual death. This lack of financing does 

not constitute as a barrier but it limits the company in its exploration attempt. 

The company tends to be more risk averse. As a means of entry Earth House 

would have considered cooperating with the National Housing Authority in 

Zambia to sort out the problem of shanty compounds, to be able to provide low 

cost housing and proper sanitation. Their networks from Finland also offer an 

added incentive because then they would not only aim at providing housing 

solutions but also look at environmental issues as well. Their houses are not 
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only green but are powered by clean energy which provides basis for 

competitive edge. As can be seen from their model at Heureka, almost 

everything used was clean technology. Funding is one aspect SMEs/firms look 

into when considering on embarking on such a huge project such as foreign 

expansion. There are however, challenges hence the reason for seeking out 

effective collaborations with relevant stakeholders, network theory and also 

internationalisation theories allude to this aspect. Smaller companies such as 

Earth house can benefit more from being linked to other entities such as 

research bodies, companies etcetera. They could for instance initially look at 

securing funds from the United Nations Development Agency, and target that at 

rural community development initiatives. Other than that there are other funding 

schemes like the ministry of foreign affairs and Tekes which support these kinds 

of initiatives. 

4.3.4    Case 2 

Windside  

Windmill- A case of technology transfer: Interview with Pecho Basola African 

coordinator 

Finland-based Oy Windside Production Ltd. (Windside) is a specialized 

manufacturer of robust, rugged, and reliable vertical axis wind turbine (VAWT) 

systems.  The unique "helix" shape was studied and refined for use as a wind 

turbine by Risto Joutsiniemi in 1978.  It incorporates many unique and patented 

elements which result in an evolutionary leap from the classic Savonious turbine 

design. Founded in 1982, Windside's dedication to impeccable-build quality, 

industrial strength solutions, and excellent customer service has gained the trust 

of uncompromising engineering and scientific professionals world-wide and has 

made them a world leader in vertical-axis turbine systems. Wind side has 

excellent product technology but they have not entered Zambia yet. However, 

they have done business in Zambia’s neighbouring country Congo DR. 

According to Pecho Congo lacks efficient energy supply, and also lacks critical 
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infrastructure. Windside designed a small custom made windmill to cater for 

electricity needs for a family. This was a rare project as they do not deal with 

individual customers. This was meant as a model for marketing purposes. 

Windside turbines are built to high grade materials and are meant to last longer. 

According to their website they have long lifespans of 30+ years no matter the 

environment.   

 

Case Analysis 

The case company is a typical Finnish SME with over 30 years’ worth of 

experience in business and also product technology. Windside is a private 

shareholders company with over 400 shareholders. As far as international 

business goes the company is still relatively young and lacks a lot of 

experience. They have however concentrated on exporting their products as a 

means of conducting International business because it is less risky. They 

deliberately seek out native sales men from different countries and have high 

aspirations for expansion, however they are very cautious. As with most of the 

firms interviewed the reasons for wanting to expand have been attributed to a 

saturated home market, and also seeking to increase their profit margins. The 

main offering they have without sounding rhetoric is the unique product 

technology and according to Dunning’s eclectic paradigm, that serves as an 

ownership advantage. Not only that but FDI theories are also reinforced and 

come in support of the product offering as a value proposition. The network 

approach can also be seen to be implored here as they aspire to connect with 

other networks in order to gain ground. Additionally, they seem to be in line with 

stage theory as well. Their use of the export strategy as an entry mode can be 

seen as one that preys more on caution due to the foreign market being un-

chatted territory. However, Windside presents a very strong case because 

Zambia as a target market seeks to gain a lot more from their investment 

(technology transfer, skills transfer and knowledge transfer). The whole dynamic 

would then set in a different precedent in terms of advancing the renewable 

energy industry via job creation etcetera.  
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Answers based on the four categories: 

1. Level of importance of having a Local partner:  

They seek for a local partner that will be committed to the success of the 

project, whose involvement with the project can lead to further cooperation of 

starting similar projects Zambia. The local partner will handle all the local 

contacts and bureaucracy. 

2. Raw material source: 

They have no problems as all their materials and design elements can be done 

initially in Finland, initial step requires us to try out exporting first 

3. Opinions on having support from Government and local companies: 

They consider this as a must as because they are looking at sustainability in the 

long run. 

4. The kind of Clients they are looking at: 

Governmental possibly and private companies with good financing 

Thoughts on Funding: 

Some of the challenges identified in the Congolese project were poor 

maintenance culture in Africa, selling of electricity that will be generated to the 

local consumers, gaining the loyalty of the local personnel on site and 

government regulation policies.  

4.3.5    Case 3  

Naps Solar systems Oy  

Interview with Mikko Juntunen (Chief technical officer) 

Naps Solar system Oy concentrates on high quality electricity solutions, both 

custom- designed and standard packages. They offer a complete off-grid 

systems solution. As part of Earth house network, a visit to their offices was 

done in August last year to see what they could offer Zambia in terms of product 

technology. In as much as aspirations were there for expanding to the market. 

Naps’ representative alluded to the fact that they have done business in over a 

140 countries via the export strategy. However, there was also a mention of 
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establishing local partnerships with people in order to maintain their services. 

Most of their products require a five year maintenance period and as such a 

need for local people to be trained. At the moment Naps has 7 people in 

Finland, as of April 2014 because of restructuring but they are part of a larger 

group. They however, have been in existence for 33 years since 1981. They 

have exported to over 140 countries as earlier mentioned. They have a net 

turnover of approximately 17 million euros. The group has a number of 

employees less than a hundred. 

Answers to questions based on the four categories: 

 

1. Local partner:  

It is important to have one as already mentioned concerning the servicing of our 

equipment and also market knowledge. People on the ground know the real 

situation so they are able to handle any potential problem that could arise 

effectively. 

2. Raw material source 

This depends on the level of availability otherwise we design and manufacture 

our products from within Finland. 

3. Support from Government and local companies 

Networks are always important, they help sustain operations. The role of the 

government is equally important as our solution centre on providing off-grid 

solution therefore policy measures targeted at enhancing firms participating in 

the energy industry are needed. 

4. Clients 

Governmental preferably and also private corporations 

Funding 

They would not mind joining a consortium. 

Case Analysis 

They are comfortable with what works and mainly choose to rely on the export 

strategy as a means of averting any risks. Most of their products require 

servicing now and again so to some extent they require strong relationships. 
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Researchers suggest that firms with high host country risk or location 

unfamiliarity tend to avoid wholly owned subsidiaries in pursuit of lower resource 

commitment modes of entry (Kim and Hwang 1992). Quer et al (2007) argue 

that firms should not assume full commitment alone with their entry strategy, 

due to not being able to generate all the resources needed to enter a high risk 

country successfully. In this context an organization needs a local partner or 

may acquire a local firm, which can provide market knowledge, and minimize 

the exposure of the firm’s assets. Their willingness to partner or collaborate with 

a trusted local partner is in line with the former statement. 

4.3.6   Case 4 

Ensto (company visit- point of contact: Tommi Kasteenpohja- Director, Ensto 

utility networks) 

Ensto is a manufacture and market specialised international cleantech company 

and a family-owned company, whose systems and products play a key role in 

the distribution of electrical energy and energy efficiency. Ensto was founded by 

Ensio Miettinen in 1958. Ensto's turnover is EUR 280 million. The company's 

business is divided into three areas; Ensto Utility Networks, Ensto Industrial 

Solutions and Ensto Building Technology. In August 2013, as part of Earth 

house network, a visit to their Poorvo offices was done. Ensto have done 

business in areas like Asia and Russia, according to their company 

representatives. They are committed to sustainable development and their goal 

is to be the world leader in the green energy sector. Ensto does electrical 

systems and equipment development. Their products are manufactured in 

seven countries. They are environmentally friendly, energy efficient and leave a 

small carbon footprint. 

Answers to questions based on the four categories: 

 

1. Local partner:  
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They would appreciate to have local sales men in order to increase their 

presence in Zambia. Market intelligence adds a touch of relevance when it 

comes to product development and marketing. 

2. Raw material source 

The intension is to initially manufacture our products from within Finland and 

then export them but eventually depending on growth maybe produce them 

locally. 

3. Support from Government and local companies 

Incentives are always welcome; they encourage an enabling environment for 

the business to thrive as well as providing the much needed networks. 

4. Clients 

Governmental preferably as well as private sector 

 

Case Analysis 

There are mostly concentrating on the export strategy and even though Zambia 

is appealing to them as a market, there is still some reluctance shown. Their 

main area of interest shown has been mostly for Asian markets hence their 

international experience. Foreign entry as a result is not an entirely new topic to 

them. However, going to Africa seems to carry a negative connotation and that 

carries significance in decision making.  

 

4.3.7 Case 5 

Doranova : control case 

This case has been included as a control case owing to the limited number of 

willing parties to be interviewed.  

The Doranova Project- A case of technology transfer  

Author Mariit Virtanen of the CONNECT project with Jarno Laitinen of 

DoraNova (a Finnish company) on the 23rd of July 2013. 
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Zambia is deficient in energy supply, and seeks to develop its economy. 

Doranova designed a model, bio gas in the Zambian city of Ndola, with raw 

materials coming from waste and waste water facilities. According to Mr 

Laitinen, the project was embarked upon in order to learn how to transfer 

already matured Finnish landfill technology to Africa.  

 

Answers to questions based on the four categories: 

 

1. Local partner: They seek for a local partner that will be committed to the 

success of the project, whose involvement with the project can lead to further 

cooperation of starting similar projects in other regions of Zambia. The local 

partner will handle all the local contacts and bureaucracy.  

2. Raw material source 

The importance of a constant supply of raw material cannot be over-

emphasised due to the high financial cost that characterise renewable energy 

projects. The city of Ndola in Zambia, where the projects are planned to be 

located has two waste water treatment plants and some mining companies. The 

project design prefers the sludge from the waste water companies. 

3. Support from Government and local companies 

Getting the support of host government and local companies that will be 

involved in the supply chain of producing the biogas is important. It will promote 

a win-win situation, Doranova provides the bio-gas and the economy starts 

developing due to creation of jobs. 

4. Clients 

The energy, heat and gas generated from the bio gas plant will be used to 

power the plant and greenhouses, while adequate arrangement will be make 

with the utility company to handle the energy sales to the community 

Funding 

As the project is being designed, the source of funding is being carried on. It is a 

long process that involves a lot of paper work. Some of the challenges identified 

in the Zambia project were poor maintenance culture in Africa, selling of 
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electricity that will be generated to the local consumers, training the community 

about adequate sorting of waste from source, gaining the loyalty of the local 

personnel on site and government regulation policies.  

4.3.8 Cross-case analysis 

The empirical results of multiple case studies are then rationalised in order to 

identify common patterns, confirm the hypothesis of market potential and test 

existing theories of cognitive impediments regarding internationalising to Zambia 

or emerging economies. The output of this phase is a map of the characteristics 

of firms expanding to emerging countries that differentiate them from traditional 

internationalisation and the causes that make generalising assessment methods 

fail when dealing with emerging countries. The weakness points of traditional 

methods are then used to drive the design of solutions. Having gained a deep 

understanding of the problems associated with such internationalisation, the 

second step is to propose a framework to deal with them. In particular, given the 

complexity and the interconnectedness of risk factors, it is believed that the 

approach to risk management should be integrated at the enterprise level, with 

an Enterprise Risk Management approach. The idea is therefore to propose a 

holistic framework that embeds emerging risks assessment. The sample of the 

Finnish companies was almost homogenous; thus they represented firms all 

operating in more or less similar industry- well, all except one. For instance their 

size, age, turnover seem to be on par with each other except for the start-up. 

Earth house has more of an architectural disposition which incorporates other 

companies to fulfil its goals. Windside on the other hand is more technologically 

inclined and offers more of a valuable concept in terms of sustainability and fits 

the profile of a company offering green energy which is least exploited in the 

Zambian market. Wind side therefore seeks to gain more due to a lack of rivals 

in that arena, alternatives are there but the unique offering of producing wind 

energy adds to the competitive edge. Based on the answers of the interviewees, 

observations can thus be drawn. Most of the interviewees have a keen interest 
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to expand to Zambia or similar settings thereof but lack adequate knowledge of 

the market which can be considered as an obstacle. This is in line with the 

Uppsala Internationalisation Model, according to Johanson and Vahlne (2009), 

the basic assumption of the model is that lack of knowledge about foreign 

markets is a major obstacle to internationalisation operations. Additionally, one 

distinct feature is that of not only the long geographical location but the psychic 

distance as well. Zambia and Finland differ a lot in customs, traditions, and 

language etcetera (please refer to the CAGE model on page 25) hence the 

explanation to the hesitance by most of the firms. Zambia presents many 

challenges one of them being corruption. As can be evidenced throughout this 

whole study corruption has crippling effects and leaves a country undesirable to 

any impending investment hopefuls and Zambia is no exception to the rule. The 

firms interviewed are all used to the Finnish business culture where decisions 

could be considered to arrive quicker as opposed to the Zambian bureaucratic 

system which acts as a barrier to quick decision making. Zambia however, 

continues to strive to maintain its currency and has a running stock exchange 

but its business environment still remains to be one of a major concern. The 

entry mode into Zambia for the first case company was through the Finn 

partnership forum and also through partnership which could be considered as a 

failure. Windside on the other hand just aspires to expand to Zambia and has 

not fully set up operations. Windside is looking for local people to act as sales 

men, so their initial mode of entry would be considered as product exporting as 

is the case with Congo DR. Even though it can be seen clearly that all the case 

companies seek local collaborations and from there it can be concluded that the 

network approach is perceived to be vital. According to Johanson and Vahlne 

(2009), if a firm is new on the market, it will concentrate on building and 

developing relationships to enter markets. Similarly, this supports the notion by 

Håkansson and Snehota (1989), that “no business is an island”. Nowadays, 

almost every firm has an inter-dependent relationship with other actors within 

their network which could be argued as a necessary prerequisite somewhat to 

success. Furthermore, Johanson and Vahlne (2009) argue that firms need 
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relationships to gain specific knowledge from a specific actor to exchange 

heterogeneous resources.  

The Wind side case was included because their initial point of entry was Congo 

DR which is in close proximity to Zambia and has a short psychic distance to it 

so firms can consider that as a learning point.  As mentioned above, for many 

internationalising companies, exporting is a first step into international 

operations. This strengthens the understanding that choosing exporting as a 

way to internationalise operations is common for Finnish companies. The 

Doranova project from Doranova is similar to that of Windside in terms of 

product technology but slightly differs on one point. Doranova has been on the 

ground in Zambia to present their offerings but according to the telephone 

interview conducted, they have not yet set out operations. NAPS and Enstol on 

the other hand have had international experience. NAPS for instance has 

exported to over 140 countries and most of those being African nations. Enstol 

has also dwelt on product export with international experience on the Asian 

market. Many of these Finnish SMEs have been using the export strategy as an 

entry mode (a means for conducting international business). Many of them 

perceive emerging markets such as that of Zambia as a risk hence proceeding 

with caution. The cases analysed all portray similarities in this line except for 

Earth house which tried to set up its operations by having a wholly owned 

subsidiary with its limited resources and lack of international experience. Their 

move however contradicts international business theories, as they all argue and 

agree that this is not an approach most likely for a small firm like Earth house to 

use. It was an over ambitious move on their part and hence proving international 

business theorists right due to what could be considered as a failed expedition 

on their part. It can therefore be concluded that firms with less resources 

normally settle for non-equity modes such as exporting as is the case with the 

majority of the firms studied in this research. The Zambian market is an 

unknown market and it therefore poses as a challenge to the Finnish firms 

included in the case studies which could be considered as risk averse. 
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The perception amongst many of the Firms endeavouring to expand their 

operations to Zambia and developing nations in particular is that of scepticism. 

There is therefore the pressing need for Zambia to combat corruption if higher 

economic growth via FDI attraction is envisioned. Many foreign firms seek to get 

a foothold of new business markets abroad and their attempts at 

internationalisation many times do not go well and literature has shown us time 

and time again, why? For the firms that do succeed acquiring valuable 

knowledge, reinforcing their market position seems to be the mantra. Success in 

foreign market can also be attributed to the level of international experience as 

this study has already highlighted. Additionally, to support the previous 

statement it has been noted by many business scholars that success in the 

international arena is not necessarily deterred by psychic distance, because if it 

were, then companies from Finland would not need to think of Zambia at all. 

The analysis presented in this paper agrees with the experts as will be seen 

next. As can be observed from the evidence presented in this study, Zambia is 

indeed an upcoming economy and therefore the level of competitiveness in the 

renewable energy sector is not up to par with the rest of the world. First, its 

resource base is impressive to say the least. The supporting industries, demand 

and competitive conditions should favour the foreign entrants as well as long as 

they adapt and understand the Zambian business culture. As indicated by 

Zambian living standards a player is more likely to be well received as there is 

no fierce competition and changing business logic. 
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Table 7- Similarities & Differences Cross-case analysis 

 
 

Company Entry Mode 

 

Similarities 

 

Differences 

 

Case1- Earth 

House 

Partnership -consider local 

collaboration vital 

-lack of trust in 

institutions 

(bureaucracy & 

corruption) 

-Concern for lack of 

financing 

 

all have to desire to 

invest but are 

hesitant 

All have 

international 

experience but 

one (Earth 

house) 

-Earth house is 

the only startup 

-  

Case 2- Wind side Exporting -risk averse 

-Unique products 

-Lack market 

knowledge (Zambia) 

 

-psychic distance- 

too long 

 

-Earth house is 

the company that 

has been to 

Zambia 

Case 3- NAPS Exporting   

Case 4- ENSTO Exporting   

Case 5- 

DORANOVA 
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4.3.9 Summation 

Doing business in a foreign lands explicitly calls for due diligence. It is implicit 

that firms ponder their decisions and base their actions on a well thought of 

plan. To do this is not only a way to survive but it equips the firm with 

ammunition to compete with the incumbents. The Bjorkman (1990) theory on 

FDI investments states that the firm is more likely to do its first FDI in the 

country that is close in terms of economics, geography and culture. In addition 

to this the application of the CAGE model (refer to CAGE model in the above 

section) implies that selection of the nearby markets in the initial phase is an 

ideal choice since the cultural, administrative, geographical and economic 

distances between them are short. As distance has been proven to be of 

relative importance in the process of internationalisation, therefore, efforts in 

starting from nearby countries are well founded for most of the Finnish firms. 

Emerging markets present unprecedented risks and according to it is vital to 

carry out external environment analysis when considering embarking on a 

mission of entering these markets.  

Most of the firms investigated in this study were smaller and therefore lack a 

larger resource base. They lack the managerial and capital resources to 

conduct in-depth market research and feasibility studies. The opposite however 

applies for larger cooperations but in spite of all of these differences one thing 

seemed to apply to all. Success or failure of their internationalisation process 

requires a serious analysis on how to determine the appropriate mode of entry 

for the Zambian market.  

Common logic would stipulate that Finnish firms due to cultural differences may 

opt for entry modes based on collaborations with local agents but this however 

is not the case in reality. Most of these firms’ preferred entry mode could be 

considered as exporting. However, it can be seen, that growth in a foreign 

market can be attributed to a learning curve. Internationalisation performance is 

directly affected by it, that is, as a dire consequence of experience. This mostly 

shutters the whole concept of psychic distance to some extent.  
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The improved state of affairs for many African states has seen them being 

slowly classified as emerging economies. Much of this has to do with the pull 

effect that they have exhibited in attracting foreign firms seeking to expand 

beyond their home countries to theirs either due to reactive measures or by just 

simply seeking new opportunities. Zambia is a clear beneficiary of this great 

step in the right direction. In its case the role of a stable political environment 

cannot be overlooked because a lack of it is a huge deterrent factor to foreign 

investment. Not only that but gradual steps towards good economic policies 

have seen Zambia improve its chances towards being a potential foreign 

investment hub.  

The subject of this thesis is examining an appropriate entry mode into Zambia 

and therefore much of the analysis was done based on factual and secondary 

data presented in the study. Since Finnish firms and those mostly dealing in 

Renewable energy constitute the main reason, therefore value proposition plays 

an important role in aiding them to successfully enter this market. Justification 

for this can be seen when one considers the resource based view (RBV); which 

argues that a firm’s competitive advantage comes from assets and capabilities 

that are valuable, rare, imperfectly inimitable, and non-substitutable.  

Renewable energy is a fundamentally new industry in Zambia and thus the loop 

holes presented in this paper justify the reasons why Finnish companies should 

consider Zambia as an investment destination. The technological advancements 

and knowhow possessed by Finland create a clear cut incentive and also act as 

a tool to propel them into this underdeveloped sector. Internationalisation 

evidence from the many scholars directly or indirectly quoted in this study 

indicate that, in entering new markets, foreign firms may either seek to work 

using the same methods used in their home markets or may adapt to local 

market conditions. The former of course being a recipe for disaster a shown in 

many cases over the years where as the latter proves to be more efficient. 
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5 DISCUSSIONS AND CONCLUSIONS 

This research argues that Finnish firms seek to gain new opportunities by 

investing in Zambia. Zambia as an investment destination also seeks to gain a 

lot. The previous two statements are in alignment with the resource based view 

as a conceptual framework which states that the benefit sought is the effective 

and/or efficient transfer of resources to the host market, with minimal erosion in 

their value", Sharma & Erramilli (2004), P. 9. As far as this research has gone 

there is mostly solar energy in Zambia which is the most popular there and 

hydro, biomass too to some extent but wind energy has not been exploited that 

much, same applies to geothermal and policy regulation is in the gray areas with 

regards to the other alternative energies. There are only 3 players in the 

electricity sector, i.e. Zesco being the dominant player, then CEC and 

Lunsemfwa which are privately owned. The statistical data provided in this study 

have all shown how energy is a critical need in the country. The demand 

surpasses the supply which is not a good balance as far as taking care of the 

needs consumption-wise. Zambia’s GDP is highly dependent on its mining 

sector and with that comes a need for more energy supply. Zambia is a 

relatively new market to Finnish firms and an internationalisation process is a 

journey that could be said to consist of a multi-method approach strategy-wise 

which then is refined down the line with experience: - a learning process via 

knowledge acquired through experience irregardless of country. With that said, 

the Zambian market is very distant in terms of culture, distance, and language 

but the former statement qualifies it as a good target market in spite of the long 

psychic distance. It is possible to see how Finnish firms can gain new market 

knowledge over time and thus use it to enter Zambia. Expanding outside 

national borders is risky; this might explain why many firms seem to be 

surprisingly reluctant to enter new markets and all the more especially Africa 

with its special set of challenges. The Renewable Energy market is still at an 

immature stage since it is quite a new phenomenon for Zambia. In order to 

diversify the economy and sort of push towards achieving competitiveness, 



92 
 

governmental participation is needed. However, this is not very effective since 

the Zambian renewable energy market is first of all in need of proper legislation 

and infrastructure in order to attract private investors. As it is now, most of the 

foreign firms are a bit reluctant to invest because of managerial incompetence, 

high management cost, the lack of a link between industry and business, an 

underdeveloped infrastructure, lack of technological readiness, security and 

financial markets. Even though Zambia has a stock exchange and the banks are 

slowly developing access to financing can be problematic. At the same time, the 

government does not provide adequate funding and the much needed 

managerial support. Bureaucratic systems and ICT infrastructure do not do 

much either in trying to decrease the technology and innovation gap between 

Zambia and Finland or Developed economies. As it is right now, many 

incentives are being put in place to encourage investment in the sector but 

without the development of proper infrastructure and legislation the Renewable 

Energy market cannot grow. This pauses as major constraint to future growth. 

One thing that can be drawn from the research conducted in this study is that 

when companies reflect on a choice of entry mode into the Zambian Renewable 

energy sector, they seem to favour exporting as opposed to joint ventures. This 

could be attributed to resource allocation and the risk adverse behaviour. 

However most of the larger firms with prior international experience and with 

larger financial resources could opt for a wholly owned subsidiary and hire local 

managers.  

A clear lack of trust in the institutional framework in Zambia plays a larger role in 

the way that firms decide to enter. This research notes that developed market 

economies are characterised by strong legal regimes and binding social norms. 

However less is known about governance structures in emerging economies. 

After exploring numerous literature on entry modes and developing nations with 

special regard to companies that intend to internationalise to them.  The major 

outcome of the research has been that many companies tend to choose 

exporting and contracting as initial entry modes because they are low equity and 

non-equity modes respectively. However, joint ventures with local partners 
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would present itself as an ideally suitable mode but is less considered due to the 

level of complexity relating to the relationship and also for a fear of loss 

proprietary knowledge as well as technology. The main idea behind the choice 

has been mainly attributed to the high cost of doing business perceived in these 

countries due to the significant amount of corruption and bureaucracy. However, 

further exploration of the subject matter revealed that the most firms would 

indeed want to expand in-spite of the many challenges. One major challenge 

seemed to strike a chord though and that was corruption. Even though taxation 

achieved the highest rank as deterrent to investment corruption seemed to be 

one ailment that seemed to plague emerging economies and accordingly 

Zambia. 

 

To sum up as an answer to the research: How viable is the Zambian 

renewable energy industry and what is an appropriate mode of entry for a 

Finnish firm? 

Socially, despite having cultural differences (long psychic distance), Zambian 

consumer patterns even though very different from the Finns majority prefer 

international brands and outside products which they esteem as having more 

quality, and are more community oriented even there is a slight shift towards 

individualism as the western culture continually creeps in. Zambia is one of the 

poorest nations in the world, but has a lot of untapped potential, it is however an 

undeniable fact that when products are taken to developing countries the main 

customer is usually the government because the majority of the population 

cannot afford these products. A major suggestion and way of entering into 

Zambia is firstly via exporting or through already established bodies like the 

Finnish-Zambian partnership, or looking for development aid. Many instruments 

especially from the EU have been established which seek to address the issue 

of poverty, job creation and energy related issues to say but the least. SMEs 

from Finland’s best chance of survival could also be through these funding 

schemes, that is, by joining an already made consortium and hence not worry 

about losing out on their investment. This research presents many reasons why 
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it is logical for Finnish SMEs trying to enter Zambia to proceed with caution. 

Therefore examining the market and its related risks and eventually 

accumulating market knowledge before making the final decision to enter could 

be the basis of determining the appropriate mode of entry. For larger SMEs with 

unlimited financial resources taking the huge leap into the un-known would be 

made less risky by acquiring local companies (acquisitions) or by just 

establishing a wholly owned subsidiary; this way has proved to be the key 

success factor for becoming present and operating in international markets. The 

culture, consumer behaviour, competitor analysis, knowledge of labour laws will 

be an added inheritance thus avoiding un-necessary infringements etcetera. 

Critical to any company’s success in any given market is them carrying out their 

due diligence and culture difference is most often a source of conflict when the 

approach taken does not involve a comprehension of the new market’s people’s 

way of life. Embedded in their business practices are most often their belief 

systems, traditions etcetera. 

This study offers a credible argument based on the analysis of the 

competitiveness of the two economies in question. According to the World 

economic forum Finland ranks at number 4 whilst Zambia stands at 196, 

showing a vast difference. In turn further analysis of their corruption perception 

indices, results again show a huge difference in scores that is Finland at 89 and 

Zambia at 38. The list goes on and as far as disparities are concerned in living 

standards one is on another footing compared to the other, and what that entails 

for investment when putting all these factors into account is both a story of 

should I or should I not? However, the main argument for Finnish firms dwells 

on the aspect of preying on those seamlessly weak points of the Zambian 

economy/market and considering them as opportunities. According to Dunning 

(2000), ownership advantages are for the most part dependent on the resources 

and capabilities of the investing firms as a means of sustaining and upgrading 

existing advantages. Additionally, the firms’ competences help to create and 

acquire new advantages. 
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 Facts have been presented in this study highlighting options of entry with the 

strongest one being firstly exporting then joint ventures as supported by theory. 

Joint ventures with locals and the comprehension of Zambian culture must be 

sought as a means to success. Finnish firms should not overlook the Zambian 

culture by not hiring local managers; they need to hear the advice of the locals 

and increase their market intelligence. However, this is also subjective 

depending on the size of the company as has been addressed earlier too. 

Additionally, presented in this study are most of the problems of doing business 

in Zambia, which are according to the World Economic Forum labor regulations, 

tax regulations, inefficient government bureaucracy, tax rates and inadequately 

educated workforce. This paper realistically points out factors that could 

drastically affect Finnish firms intending to invest into the Zambian Renewable 

Energy industry and hence also outlines the opportune areas. The industry is 

just beginning to gain ground and slowly the government is putting up measures 

to enhance its growth by putting up bodies like the Zambia Development 

Agency and the Energy Regulation Board. In light of this, it is promising ground 

for future investments because of the perceived benefits from both sides as 

presented in this research. Zambia seeks to gain knowledge, skills and 

technology while the Finnish firms get to expand their operations there and 

hopefully their sales. Furthermore this study directs the reader to acquisitions as 

an entry mode, that is, by buying out companies in a firm’s quest to expand. 

However, this does not mean that struggling with several risks and barriers 

would automatically disappear. What this entails is that in internationalising the 

company has only chosen a hierarchical entry mode by entering markets 

through that mode as its primary mode. This however is ideally suitable for 

larger firms as already argued out, with already established network and enough 

resource capabilities to cushion any risk of failure. From the acquisition it can be 

seen that the network approach comes in because local management is the 

added advantage and according to this approach firms are interconnected and 

therefore form a web or some kind of web constellation acting as a support 
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system.  This makes a stronger case for bigger firms, however not so much for 

the smaller ones.  

Bottom line is that one surely cannot expect a replication of the same results 

owing to the methods used in their home country. The selection of entry mode is 

suggestive depending on relevance and important to note once more that no 

one method could be considered the best but country specific characteristics 

influence the  entry mode decisions as duly noted by several scholars in 

international business literature (for example Douglas & Craig, 1995; Root, 

1998; Terpstra & Sarathy, 1994). As such an appropriate entry method is 

dependent on the respective firm and can be attributed to having thorough 

knowledge of the Zambian market or the understanding of it. So yes it is a 

viable market! - In order to fully investigate an appropriate entry mode for 

Finnish firms, firstly the general approach for selecting any foreign market was 

presented. An analysis of internationalisation and the motives behind it have 

been given. First and foremost it can be seen that from the traditional Uppsala 

model; it depicts that companies initially implore a stepwise approach which 

shows the firm first entering nearby foreign markets gradually. However, the 

model seems to imply that the larger the psychic distance between the home 

country and the target country, the less favorable the target market is hence 

making Zambia seem like an impossible case. This is both true and not true as 

citations from previous research have shown. However, it cannot be stressed 

enough in this study that every new market has its own set of dynamics and 

requires strategic capabilities that tend to identify these differences and more or 

less prey on them. Applying the same method used in one’s home country 

definitely cannot achieve the same result in a foreign market because all 

markets differ and require some kind of adaptation. 
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5.1 Summary of key findings 

This study offers deep insight into the choice of entry modes with special 

regards to firms internationalising from a developed economy to a developing 

one. The findings allow for managers to make informed decisions giving rise to 

effectiveness. The fragmentation of the Zambian market, more so, in particular 

its Renewable energy industry makes it seamlessly hard to get the real (current) 

statistics of what is on the actual ground as most statistics available are from 7 

to 10 or even more years back. This study gives an overview of the Zambian 

business environment and does it in such a way that even entrepreneurs 

considering investment in other sectors can benefit from the outcome of this 

research. Finnish firms in particular, have quite a variety of entry methods at 

their disposal. No one method could be deemed most appropriate, it all depends 

on the orientation and size of the firm. Since Zambia’s business environment 

presents quite a number of challenges in terms of technological development, a 

lack of capacity for innovation. They can expand through exporting, joint 

ventures, licencing and franchising. Thorough market analysis and 

consideration could be the determinant for selection of which method to best 

apply. Indeed, each of these methods is suitable for a specific type of entry and 

can therefore be considered mutually exclusive. Exporting being the least risky 

entry method for Finnish SMEs initially could be considered more appealing in 

an effort to reduce risk i.e. this method is mostly used in case of high country 

risk or if direct entry is not possible. Zambia is a much more stable country 

therefore exporting is initially needed to gain confidence and see the market 

response by gaining local market knowledge which eventually leads to an 

understanding of the local consumer patterns. This is a typical recommendation 

for smaller firms who do not want to bear the cost of suffering a loss. A local 

partnership could be considered as the most effective way to enter the Zambian 

market because this allows the firm to gain market knowledge and enables the 

company to gain access to local networks. The liability of foreignness is reduced 

thereby increasing chances of a successful entry. Striking a relationship with the 
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local partner helps you overcome most of the barriers related to Zambian 

business acumen/etiquette. Therefore a joint-venture may be a good way of 

accessing the market and establish oneself competitively. The risks of joint-

ventures however, lie in the relationship itself. The degree of commitment, trust 

and loss of control all constitute risks. Other entry methods such as licensing, 

acquisitions, strategic alliances or wholly owned subsidiaries could also be 

considered but with extra caution. The risk averse behaviour is understandable 

as maintaining control of the business, costs or exiting the markets are more 

difficult to manage. Finland is an innovation driven economy as opposed to 

Zambia which is a factor driven economy, the stress on this aspect cannot be 

over-emphasised and more or less carries the backbone of the research to 

some extent. By definition the developed nations such as Finland have higher 

living standards, education, high obedience to adhering to laws, and quicker 

decision making levels, which predict low levels of corruption as opposed to 

Zambia a developing country, with rampant corruption.  Furthermore, the 

developed nations host institutions which monitor corruption and in recent years 

attitudes have turned even more negative towards corruption (see earlier 

section on corruption). Corruption Perception Indices of the Western or recently 

democratised markets show generally lower levels of corruption (higher ranking) 

than communist or poorer planned economies. When taking a look at the 

surveys made by Transparency International and World Bank it can be seen 

that corruption is most prevalent in developing countries. Sub-Saharan Africa is 

an area where corruption thrives. This has been attributed to cultural norms and 

mostly laws tend to be rendered inefficient when it comes to coping with the 

problem. 

This paper finds that the act of doing market research before embarking on a 

mission to expand to Zambia is highly recommended and the chances of a 

successful entry are enhanced by initially exporting then later partnering with 

locals. This point is further substantiated by extant literature because as 

learning takes its course confidence is built. Zambia could benefit from having 

Finnish firms invest in its renewable energy sector because of knowledge spill 
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overs. A lot however, still needs to be done in ensuring an open and competitive 

renewable energy industry. There is a dire need for better regulation which 

would ensure synergies between competitiveness, energy and environmental 

policies (facilitating social and economic cohesion). 

5.2 Theoretical contributions 

The emerging markets and in particular Zambia presents many challenges, but 

also business opportunities for the innovation driven countries like Finland and 

their firms. However, for SMEs finding resources for innovative business 

development and internationalisation may be a challenge. Benito and Welch 

(1994) stress on this point by alluding to the fewer market servicing options 

which become a smaller company’s disposition which in turn becomes a 

hindrance or a discouraging factor for them to pursue some market entry 

modes.  Zambia as a new and emerging economy has a growing number of 

middle-income consumers which should offer an enticing proposition for foreign 

firms. Not much is known about firms embarking on expansion to factor driven 

economies, that is, by firms from innovation driven economies so this poses as 

good research to filling in the gaps. As the famous adage goes opportunity 

meets a prepared mind and therefore when it comes to a decision to expand to 

a foreign market, hasty decisions can have enduring consequences. Carefully 

thought out plans allow for better comprehension of the targeted market, and 

give rise to foresight which eventually leads to better judgement when 

considering a venture. The lack of an up to date statistical data bank and 

underdevelopment of institutions pose as a challenge because not much is 

known. The research done in this paper contributes to existing literature by 

trying to get rid of fragmentation. The basic rationale being that any firm coming 

from an innovation driven economy could benefit from this research if they 

endeavour to expand to a factor driven economy that more or less has a similar 

profile as Zambia keeping in mind of course that every market presents its own 

unique set of challenges but the general outlook gathered from here might 
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better equip the reader for better decision making. The Renewable energy 

industry in particular is a new sector and allows companies to grow and present 

their technological knowhow which is a welcomed opportunity for the 

transference of existing skills. The challenges of doing business in a foreign 

market cannot be over-emphasised. Market intelligence is a vital tool for 

decision making and Zambia is no exception to the rule. As a foreign firm under 

its jurisdiction (Zambia) it is essential that knowledge of commercial and 

operational issues, taxation, intellectual property, employee remuneration and 

regulation is acquired. Important to note that pricing, innovation, supply chains 

and routes to market in one industry or sector may turn out to be quite different 

in another. The ultimate aim of this thesis is to contribute to the development of 

the Renewable energy sector by availing the much needed information to 

companies intending to internationalise. Even though the analysis has mostly 

been done on prospecting companies, the results present the preferred mode 

choices and also advise which mode to choose based on the research 

presented. Clean energies provide a basis for both rural and urban development 

thus creating a sustainable job market. It is hoped that through this study, the 

adoption rate might go up opening up to more possibilities even as the nation 

endeavours to grow economically.  

5.3 Managerial implications 

The study supports the notion that every firm intending to capitalise on the gains 

of expanding its operations on foreign soil must implore a strategy that 

encompasses assimilation of local customs and the involvement of local talent 

to overcome the liability of foreignness. This study will enhance the decision 

making capability of the user in a more rapid and time sensitive manner. It will 

also focus on Renewable Energy Investment Opportunities in Zambia and give 

an in-depth analysis of the Zambian economic/business environment presenting 

it as an emerging economy poised for growth and henceforth provide 

investment forecasts. The research analyses the growth, evolution and 
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investments in renewable energy market in Zambia. The study not only 

identifies potential growth areas for renewable energy investments in Zambia 

but also analyses the investment trends in emerging markets in a general 

context. Additionally, it also provides a detailed analysis and narrows down to 

an appropriate entry mode for Finnish firms into Zambia. This thesis is built 

using data and information sourced from proprietary databases, that is, 

secondary research and interviews. In a nutshell, this thesis will allow Finnish 

firms to; identify key growth and investment opportunities in renewable power 

market in Zambia as an emerging economy. Additionally, it will arm them with 

the ability to identify key partners and business development avenues. 

Furthermore, allow them to position themselves to gain the maximum advantage 

of the industry’s growth potential by developing strategies based on the latest 

operational and regulatory events. The study rationalises that critical to the 

success of any internationalising company is the need to identify key strengths 

and weaknesses, therefore this study helps to facilitate decision-making based 

on strong historic and forecast data of important renewable energy investment 

in the nation of Zambia. 

5.4 Limitations and further research 

 Multiple case studies are used in this research; however, this has limitations in 

terms of generalisability. Multiple data collection and triangulation were used to 

mitigate the limitations. A limitation on this study is the reliance on secondary 

data due to time so results or conclusions drawn may not be as authentic as 

those carried on when primary research is done. Case companies also were a 

limiting factor as they were not many to sample from as well as access to 

certain information on the part of companies due to sensitivity. The other limiting 

factor was the use of own resources, the research would have been done in a 

much shorter time if there was some kind of sponsorship. The distance between 

the two countries involved in the research was also a limiting factor, more so 

especially on the part of Zambia. However, further research could be looked into 
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to see if over the years improvements have been done in the sector. Similarly a 

critical look at the adoption of the technologies versus sustainability because 

this seems to be an issue in developing nations when it comes to foreign 

investment: - there is normally a problem with regards to sustainability when 

projects are started. What is even more interesting would be to see if regional 

development could be boosted via the boosting of this industry and mostly the 

steps taken to consider such. Additional further research could be on the study 

of behavioural change towards the steady adoption of new technologies in 

renewable energy and the growth factors related to the industry, that is, whether 

frontier markets and emerging markets with their under-developed institutional 

frameworks could be the leading phenomenon since their capacity for growth 

allows it in terms of infrastructural development.  
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APPENDICES 

Appendix1-Case Company profiles 

COMPANY COMPANY INFO PRODUCT 

EARTH HOUSE Earth House provides safe, 

comfortable and affordable 

houses.  

Building Earth House is 

Community Project. Emphasises 

local engagement. Products 

include; storage facilities, 

villages, family housing and 

agriculture facilities. 

  

NAPS Naps Solar Systems Oy 

concentrates on high 

quality solar electricity 

solutions, both custom-

designed and standard 

packages.  

 

Naps Power Pack : a range of 

small solar power systems 

designed for ease of transport 

and quick installation.   

Naps Solar Power Kits for 

Holiday Homes  

ENSTO Ensto is a family-owned 

company, whose systems 

and products play a key 

role in the distribution of 

electrical energy and 

energy efficiency.  

Their products are manufactured 

in seven countries. They are 

environmentally friendly, energy 

efficient and leave a small carbon 

footprint. 

 

http://www.napssystems.com/wordpress/products/power-packs/
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WINDSIDE 

 

“The unique "helix" 

shape was studied & 

refined for use as a wind 

turbine by Risto 

Joutsiniemi in 1978.”  

wind turbine (VAWT) 

systems manufacturer.  It 

incorporates many unique 

& patented elements which 

result in an evolutionary 

leap from the classic 

Savonious turbine design.  

 

Windside turbines are built to 

withstand nature’s extremities.  

 

 

  Table: Five forces- elaborated part of appendix 3 

Threat of New 

Entrants.  

 

The emergence of foreign competitors with the capital, 

required technologies and management skills acts as a threat 

to old players  

Bargaining Power 

of Suppliers.  

 

There are not so many firms there. The bargaining power of 

suppliers is therefore considered to be strong because 

ZESCO is the biggest supplier of energy & the rest could be 

considered as mining retailers. People rarely switch because 

there is no other alternative so ZESCO enjoys some kind of 

monopoly in a way. This acts as a negative thing for most 

suppliers because they do not have enough negotiating 

power. 

Bargaining Power 

of Buyers.   

 

Most consumers can be said to be very price sensitive and 

therefore are most likely to look for cheaper alternatives.  

However, when analysed from the point of view of buying 

technical products such as windmills, very sophisticated solar 

panels conclusion can be that consumers do not have enough 

buying power because it is often a rare case that they would 
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afford and hence government tends to be the main customer/ 

or otherwise some funded projects from abroad. 

 

Threat of 

Substitutes 

 

If high costs of getting access to energy exist and as it is they 

do, the more likely people will seek alternative options which 

are the basis of writing this paper.   

Competitive Rivalry.  

 

Highly competitive industries generally earn low returns 

because the cost of competition is high. The Renewable 

energy industry is considered to have little competition. 

 

Appendix 2- Porter's five forces 

 

 

 

Source: Porter, M. E. (2008). The Five Competitive Forces That Shape 

Strategy. Harvard Business Review Jan 2008. P. 78-79. 
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Rivalry among existing competitors  

The other companies in the same industry are competing against the company. 

This determines the competitiveness of the industry in the end, since firms seek 

for competitive advantage by innovation, marketing efforts and by strategic 

choices. 

The threat of new entrants 

The threat of new entrants is significant if the markets are profitable. Once new 

entrants enter the market, the profitability of the industry will decrease for all 

firms. On the other hand, the entrants may shake up the competition in the 

industry which increases competitiveness in the long run. 

Bargaining power of buyers 

The bargaining power of buyers means the ability of buyers to put the firm under 

pressure. This may force down the prices, demand better quality or service and 

play industry participants against each other.  

Threat of substitute products or services 

Even though substitutes are always present, they may be very different from the 

product itself. When the threat of substitutes is high, industry profitability suffers 

and forces it to distance itself from the substitute products. 

Bargaining power of suppliers 

Powerful suppliers capture more value by themselves by rising prices, limiting 

the quality, shifting costs, refusing to work for the firm (labor) can also put the 

firm under pressure. That is possible especially when there are no or little 

substitutes. 
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Appendix 3- Steps and Procedures for Doing Business 

 

1.0 Introduction and background 

On an annual basis the World Bank undertakes a survey on how easy it is to 

conduct business in an economy and produces a consolidated report called the 

Doing Business Report.  The same parameters of measure are used across all 

the participating countries which now total 185. The report that is released 

comprises the findings of the survey which show regulations that enhance 

business activity and those that constrain it.  It ranks economies according to 

government requirements for businesses to comply with business regulation in 

terms of time and cost. 

Although the DB Report gives a picture of the ease of doing business and 

depicts how conducive the business environment is for a business to operate, 

the rankings do not reflect areas such as macroeconomic policy, security or 

financial systems and regulations.  Instead the selected indicators measure the 

stages of a business’s life.  The indicators are useful to analyse economic 

outcomes and identify reforms that have worked and why they worked. 

The DB report is basically a benchmarking tool which compares business 

regulations across regions and countries. Benchmarking reports like the DB 

report have been recognized as an effective tool for fostering healthy 

competition between countries and in stimulating stakeholder action towards 

reforms. 

 

2.0 Zambia’s Performance in the 2013 Doing Business Report 

In the World Bank 2013 DB Report released on October 23 2012 Zambia’s 

ranking has dropped by ten places to 94 out of 185 countries. Regionally 

Zambia’s ranking is still favourable and it ranks above the regionally average. 

The ranking was adjusted in 2010 and 2011 to capture the effects of such 

factors as data corrections and to take in consideration the addition of two 

countries increasing the number of surveyed countries from 183 to 185.  
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3.0 Validation of Steps and Procedures 

The Government is embarking on a process of validating the steps and 

procedures for doing business in Zambia. The steps and procedures are 

modeled on the 10 doing business indicators as captured in the World Bank 

Doing Business Report.  The validation process involves consulting with public 

and private sector stakeholders. Government Ministries and agencies are 

expected to indicate the steps and procedures under their control including the 

time taken and the cost involved in obtaining the necessary permissions to 

operate a business in Zambia.   

Government ministries and agencies are expected to indicate any other steps 

and procedures that are not captures in the attached matrix. Government 

ministries and agencies are expected to provide the necessary legal provisions 

to back up their arguments.  The validated steps and procedures will be will 

publicised as a comprehensive list of “what it takes” to do business in Zambia.  
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Procedures Time to complete 

(Days) 

Cost to 

complete (KR) 

Responsible 

Agency 

Comments from 

stakeholders 

Starting a business  

1. Check for uniqueness of name at 

PACRA 

2  10 PACRA  

2. Open a bank account 1 0 PACRA  

3. Register company at PACRA 3  245 PACRA  

4. Register with ZRA to obtain Tax 

Payer Identification Number (TPIN) 

1  0 ZRA  

5. File VAT registration form with 

ZRA to obtain VAT tax number 

10 0  ZRA  

6. Register National Pensions 

Scheme for social security 

1  0 NAPSA  

Total 25 days 245   

Dealing with construction permits  

1. Obtain planning permit (Location 

permit) 

60  0 LCC  

2. Obtain notarization of property 

title 

1  11 Law firms  

3. Obtain building  permit from 

municipal authority 

60  7,432 LCC  
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4. Submit Environmental Impact 

Assessment 

2 97,499 ZEMA  

5. Inform the municipality of the 

beginning of construction and receive 

inspection of foundation works 

1  1,200 LCC  

6. Request and receive inspection 

of concrete works 

1  0 LCC  

7. Obtain completion 

certificate/occupancy permit 

40  0 LCC  

8. *Receive inspection by the Fire 

Department 

1  0 LCC  

9. *Receive inspection by Zambia 

Environmental Agency 

1 0 ZEMA  

10. *Request opinion on project 

completion by the Public Health 

Department  

6  0 LCC  

11. Request water and sewerage 

services and inspection 

1  0 LWSC  

12. *Receive site inspection by water 

authority 

1  0 LSWC  

13. *Obtain water and sewerage 

connection 

7  500 LWSC  
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14. *Obtain telephone connection. 30  300 ZAMTEL  

Total 212 days 106,942   

Getting Electricity  

1. Submit application with ZESCO 

Limited and await estimate 

7  9,363 ZESCO 

Limited 

 

2. *ZESCO Limited carries out 

external inspection 

5  0 ZESCO 

Limited 

 

3. The client has to obtain the 

excavation permit from Lusaka City 

Council for the underground connection 

14 6,000 LCC  

4. Accept estimate and await 

completion of external connection works 

by ZESCO  

95  55,300 ZESCO 

Limited 

 

5. ZESCO Limited carries out 

internal inspection  

1  0 ZESCO 

Limited 

 

6. ZESCO Limited installs the meter 

and does the final connection 

1  0 ZESCO 

Limited 

 

Total 123 days 70,663   

Registering Property  

1. *Lawyer obtains the sale 

agreement, which is exchange between 

buyer and seller 

7   31,846 Law firms  
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2. *Lawyer obtains a non-

encumbrance certificate 

1   25 Law firms  

3. The seller applies for the state’s 

consent to assign 

7  100 MOL  

4. The seller settles Property 

Transfer Tax with ZRA. 

1  15,923 ZRA  

5. The purchaser lodges the 

assignment for registration at the Lands 

and Deeds Registry to complete the 

process. 

25  3,185 MOL  

Total 41 days 51,079   

Trading across borders  

Exports     

1. Document preparation 27 days 1,219 Private 

Sector 

 

2. Customs clearance and technical 

control 

4 days 795 ZRA  

3. Ports and terminal handling 4 days 1,510.5 ZRA  

4. Inland transportation and 

handling 

9 days 11,130 Private/Public 

Sector 

 

Total 44 days 14,654.5   

Import     
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1. Document preparation 26 1,934.5 Private 

Sector 

 

2. Customs clearance and technical 

control 

6 1,298.5 ZRA  

3. Ports and terminal handling 11 2,385 ZRA  

4. Inland transportation and 

handling 

13 13,250 Private/Public 

Sector 

 

Total 56 18,868   



 
 

*Takes place simultaneously with another procedure 

Notes 

Fees at PACRA 

Registration Fee: 2.5% of nominal company capital (KR5, 000)  

Sealing Fee: KR 10 

Certificate of incorporation: KR 30 

Certificate of share capital: KR 30 

Certificate of minimum capital: KR 30 

Companies Form 5, Directors and secretary consent to act: KR10 

Companies Form 11, Declaration of compliance: KR 10 

 

1. Registering property values based on property worth KR318, 460 

charged at the highest values possible  

2. The figures are based on the 2013 World bank Doing Business Report 

and are subject to clarification by Government Ministries and Agencies  
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Appendix 4- Interview Guide Sheet 

 

This research was carried out using open ended interviews and the questions were mostly 

asked based on relevance since most of the firms/firm representatives represented in the 

case studies have not yet gone into Zambia. 

 

Position/title of the company representative (respondent) 

Business trade 

Size of the company 

Products 

Year of establishment 

International experience 

 

1. What are your thoughts on expanding your operations to Zambia? 

2. What would you consider to be the pros and cons of doing business in Zambia? 

3. What in your opinion is the ideal entry mode for a country such as Zambia? 

4. How do you esteem doing business in an emerging market? 

5. What would you say are the main differences between doing business in an emerging 

economy and an innovation driven economy like Finland. 

6. How would you gauge yourself in terms of doing international business? How many 

countries have you expanded to and which mode of entry did you use? 

7. What factors influenced your choice of entry mode? 

 


