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ANMERKUNG

Die  wissenschaftliche  Arbeit  befasst sich mit der Untersuchung  von
Auslandsmarkteintrittsbarrieren fiir internationale Unternehmen im netzunabhdngigen
Solarsektor, insb. im Markt fiir Solar-Home-Systems (SHS), in Kenia. Dabei umfasst die Arbeit
eine theoretische Eingrenzung im Sinne der Markteintrittsbarrieren und eine deskription des
Landerziel- und Energiemarkts. Die empirische, diskriptive Querschnittuntersuchung des SHS-
Markts in Kenia wird durch das Messinstruments eines Scoring-Modells realisiert. Auf der
Basis der Resultate werden resiimierend Handlungsempfehlungen fiir potenzielle Marktakteure

deduziert.

SCHLUSSELWORTER
Kenia, Auslandsmarkteintrittsbarrieren, Solar-Home-Systems, Strategieempfehlungen,
Scoring-Modell

TITUL
Trh s fotovoltaickymi systémy v Keni: Analyza ptekazek vstupu na trh pro zahranicni

spolecnosti

ANOTACE

Vyzkum se zabyva zkoumanim piekéazek bariér na zahrani¢ni trh pro mezinarodni spole¢nosti
v odvétvi solarnich systéml mimo sit’, zejména na trh se solarnimi systémy pro domécnosti
(SHS) v Keni. Prace obsahuje teoretické vymezeni z hlediska bariér vstupu na trh a popis cilové

zem¢ a mistniho energetického trhu.

Empiricka, deskriptivni prifezova studie trhu SHS v Keni je realizovana pomoci méficiho
nastroje skorovaciho modelu. Na zdklad¢ vysledki jsou odvozena doporuceni pro ¢innost

potencialnich ucastnikti trhu.

KLiCOVA SLOVA
Kena, prekazky vstupu na zahranicni trh, solarni systémy pro domécnosti, doporuceni

strategie, bodovaci model
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1. Topic: The market for photovoltaic systems in Kenya: An analysis of the market entry barriers for

foreign companies

2. Research question: What international market entry barriers can be identified and evaluated in the
photovoltaic sector in Kenya, and through which strategy recommendations can potential market players

overcome them in an effective way?

3. Preliminary: Approximately 600 mil. people on the African continent have no access to electricity. The
availability of renewable energies represents a solution to economic and socio-demographic challenges in
economic development and thus determines the achievement of the sustainable development goals, while at
the same time making an ecological contribution to the preservation of the living environment. One country
in East Africa that has recognized the potential of these energy opportunities is Kenya. While electricity
access in Kenya in urban areas is 98 %, it is 68 % in rural regions. In the on-grid market, energy producers
find themselves in an imperfect competitive situation and have to sell their electricity to a monopolist, who
then sells the energy to end consumers. The high demand for self-sufficient renewable energy sources in
rural areas with poor infrastructure has led to the adaptation of solar energy among the Kenyan population.
In order to fulfill this demand, a market for off-grid solar systems, known as solar home systems (SHS), has
developed. The high demand evoked a significant market growth, which is why the Kenyan SHS market has

become the world's largest off-grid market for solar-powered energy solutions in recent years.

Objective: The overall objective of this scientific work is to contribute to the research of foreign market
entry barriers and their characteristics in the solar sector in Kenya for international companies and to deduce
strategy recommendations for future market players on the basis of these results. In the institutional sense,
suitable countermeasures can also be identified based on the results of this work in order to reduce barriers

for foreign market entries and incentivize the market regarding foreign investments.

Methodology: The market research study was stratified and described in the usual phases of an exploration
according to Kreis et al.. As part of a descriptive cross-sectional study, a scoring model was determined for
the study design, based on Kutschker/Schmid and Berndt et al.. The foreign market entry barriers in the
Kenyan SHS market were analyzed with regard to a fictive company from the German market of origin.
Quantitative evaluation concepts, empirical studies and institutional contributions were used prevalently and
analyzed repetitively in relation to the German market. The summarizing presentation of results includes a
critical reflection of the study and derives strategy recommendations based on the results in accordance with

Kutschker/Schmid.
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Results: Although Kenya is an above-average developing country in East Africa, the country has a negative
foreign trade balance. The dependence on oil imports and the low GDP inhibits the maximization of
prosperity. Renewable energy solutions represent a sustainable means of breaking dependency and
maximizing welfare, which is why the country has the strategic goal of meeting its energy needs exclusively
with renewable energy by 2030. National and international companies have established themselves in the
growing SHS market, primarily serving rural, low-income households as their focal target group. In addition
to its promising potential, this market poses challenges for the players, with the result that companies have
secured competitive advantages through technological diversification in the form of pay as you go (PAYG)

models, among other things, and have thus begun to gradually displace the market for direct purchases.

As part of the market research exploration using a scoring model, 18 of these challenges were identified as
market entry barriers for international companies in the SHS market, weighted according to relevance and
analyzed and evaluated in terms of their severity. In summary, opportunities of the Kenyan SHS market
crystallized regarding its attractive location in East Africa as well as the fiscal tax incentives for companies
and the market potential. The official English language offers opportunities to reduce administrative and
local language barriers and low labor market regulations open entrepreneurial freedom. Financial risks and
risks from substitutes are within an assessable range and economic freedom is not deviant restricted. Cultural
disparities and similarities can represent an opportunity but also a risk and require strategic corporate
integration. The general cost situation in the market is moderate, although there are challenges in the rural
infrastructure. However, corruption and its consequences, which are difficult to assess, pose a high risk. The
competitive advantage that established companies have already gained through PAYG, highly competitive
pressure and the difficulty of recruiting staff evoke a high risk. The prevalent low-income target group
reduces margins. In addition, a precarious and non-transparent procurement of information and state
regulations inhibit corporate activity. In the final assessment of all barriers and their characteristics, a
framework emerged that offered slightly more than satisfactory conditions for establishing a presence on the

Kenyan SHS market.

The extent to which companies take on these challenges and overcome the barriers depends on their
individual resources, skills, and competencies. Nevertheless, a general recommendation could be derived
based on the results. Market entry via a subsidiary as a greenfield investment is a potential strategy with high
capital and management commitment in the host country, which can help to successfully overcome the
market entry barriers. An alternative strategy that could reduce the capital and management activities in the
Kenyan target market and minimizing the risks would be to enter the market through a joint venture with a

local independent power producer.

II



Jan-Philipp Leifeld Dresden University of Technology &
University of Pardubice

Critical reflection: In the present case of the scoring model's research design, the weighting of the criteria
and the evaluation were carried out based on a fictitious company and were therefore subject to subjective
restrictions and a predefined original market. In the case of a different home country of the selecting
company, the barriers and their assigned relevance may change, which is why the results cannot be
considered generally valid. In addition, no pre-selection was carried out in view of the orientation. The
characteristics were defined solely based on the researched data. The potential of data was almost unlimited.
It is therefore unclear whether the characteristic values would have achieved equivalent results with a
different amount of data. Accordingly, it is also not ensured that all relevant barriers were covered. The
transportation and storage risk or the market risk were not considered, nor were the security risk and other
further barriers. The consolidation of individual barriers meant that some barriers had different

characteristics than in a separate analysis.

Future outlook: To make recommendations on overcoming foreign market entry barriers in Kenya's solar
sector more generalizable, it is necessary to diversify their weighting and consideration through different
perspectives and minimize subjectivity. Future explorations could therefore consolidate the weighting and
characteristics of different market actors and researchers in order to be able to give more generalized
statements. In addition, future studies could use the scoring model as a basis for evaluating other country
solar markets, e.g. in East Africa, in order to compare them with each other. Furthermore, the grid-dependent
solar market holds potential for investigations concerning its international market entry barriers and further
research could deal with the reduction of the identified and other barriers in order to create a basis for the

strategic incentivization of foreign investments.

Conclusion: In view of the identified barriers to market entry in Kenya's solar sector and the strategic
recommendations based on this, it can be concluded that the Kenyan solar market is a multifaceted construct
in its technological and economic characteristics. This environment offers perspective business potentials
that require individual adaptation strategies. In addition, this market segment evokes coincidental social,
economic and ecological added value in the sense of the sustainable development goals, as it satisfies
people's basic needs, makes the country more economically independent and contributes to securing the
living environment through renewable energy. The findings of this work contribute to a deeper understanding
of international market barriers in Kenya's solar sector and raise hope that future researches will investigate
further solutions for overcoming foreign market entry barriers in order to pave the way for sustainable

investment in the Kenyan solar sector.
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