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Abstract 
 
Title: What is the color of Chinese water? Challenges and opportunities for European 

hydropower companies in the Chinese market  

Author: Julia Seidel  

Supervisor: Åsa Käfling 

Background: China is the country with the worldwide hugest hydropower reserves. In 

terms of meeting its electricity demand, further development of its reserves is necessary. 

European companies are leading on the hydropower market and strive for projects in 

China, resulting in challenges and opportunities while facing emerging market features.  

Aim: This study presents an analysis of the Chinese electricity market with the aim to 

identify challenges and opportunities European hydropower companies face when 

operating or entering this market. The analysis uses Blue Ocean as strategic tool to find 

a new perspective of examining the market situation and potential.   

Definition: The OECD (2007) defined hydropower as “electricity generation using the 

power of falling water”.  

Method: This study is based on qualitative research. It constitutes five expert 

interviews with company employees as Voith and a professor for fluid mechanics and 

hydraulic machinery at Stuttgart University.  

Results: The analysis resulted in 12 challenges and opportunities for European 

hydropower companies. The challenges arise mainly from political influence on the 

Chinese market. Opportunities, on the other hand, have strategic implications on all 

time horizons but focus on different technologies and directions. The long term strategic 

opportunity was identifies by applying the Blue Ocean strategy. Further this proves the 

ex ante applicability of the Blue Ocean strategy.  

Keywords: Hydropower; China; Blue Ocean strategy; Emerging market assessment; 

Internationalization; Electricity generation  
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1. Introduction 

 

1.1 Background 

 

Hydropower belongs to the category of renewable energy sources, generating clean 

energy without emissions or pollution (Fischer-Aupperle, 2007). In Europe and North 

America, the utilization of hydroelectric power dates back to the late 19th century. The 

industry is categorized as matured. (Auer, 2010) At the same time, Chang et al (2010) 

call hydropower in China an immature industry system (p.4404). According to the 

industry life cycle, immature industries offer growth potentials and attract new vendors 

(Grant, 2010). Simultaneously, capacity and growth of hydropower are limited due to 

natural conditions, legal, social and political issues. Auer (2010) admits the saturation of 

the European market in terms of conventional hydropower. But high growth potentials 

are stated for China (e.g. McDonald et al, 2009; Chang et al, 2010; Huang, 2009). 

Projects like the Three Gorges Dam received international attention. 

A comment by Pei (2006) illustrates the current situation in China which results from 

liberalization and market opening since the 1970s:“The only thing rising faster than 

China is the hype about China” (Pei, 2006, p.34). However, the Chinese market is still 

far from being open. Laws and regulations (Lewis, 2010), limited choice of entry modes 

(Shenkar, 2005; Lewis, 2010) discrimination of foreign companies (Shenkar, 2005), 

violating of property rights (Huang, 2010) and other issues harm free business. 

Nevertheless, China remains the world’s most attractive single country market for 

hydropower and stays attractive for European companies in search of new markets and 

demand. The first contacts with the Chinese market already began in the early 20th 

century. (Fischer-Aupperle, 2007)  

Many companies used the opening of the Chinese market to enter into joint ventures 

(Shenkar, 2005). Current market positions are not always satisfying and hard to sustain 

with focus on rising international competition international, but especially from within 
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China. This situation leads European hydropower companies to search for new 

opportunities and calmer waters.  

 

1.1.1 Theoretical discussion 

 

To assess the market conditions and its strategic implications, the Blue Ocean strategy 

by Kim and Mauborgne (2005) serves as a theoretical framework. Blue Ocean is not 

only a fitting analogy to hydropower, but offers a new point of view and departure for 

the analysis. Unlike Porter and structuralist approaches, searching for the best strategies 

in competitive environments, the reconstructionist’s approach tries to overcome 

competition by identifying and occupying so called Blue Oceans (Kim & Mauborgne, 

2009). They are characterized by untapped market space and being free of competition. 

Red Oceans symbolize bloody competition with decreasing profits and limited growth 

options (Kim & Mauborgne, 2005). Red Oceans converge to Porter’s ideas about high 

competition. The fundamental difference between both views is what Whittington 

(1988) describes as deterministic or non deterministic orientation towards 

environmental structure and human agents. As his four quadrant model illustrates, 

Porter’s and Kim’s assumptions are located in different quadrants (high environment, 

low human agent vs. low environment, high human agent), using different assumptions 

of strategic choice. This thesis will refer to the Blue Ocean strategy due to its proactive 

attitude toward competition. Moreover, Porter is frequently used to determine strategy. 

To reach novelty in results the Blue Ocean strategy seems promising as new tool. 

Finally, the framework consists of only two options, blue or red, leading to a simple or 

even over simplified strategy (Cheung, 2009). A real context application will show 

whether the concept can be universally applied or whether it needs adjustment to meet 

reality.   

Besides the Blue Ocean strategy for the analysis, China provides the second frame of 

reference. For Shenkar (2005), the 21st century will be the Chinese century.  Tse (2010) 

comments on the question whether it is too late to enter China, that the biggest mistake 

would be not to invest in China (2010, p.96). To understand China, conventional 

business wisdom and traditional strategies often result in the struggles of multinational 
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corporations (MNC) to enter and establish successfully (Khanna et al, 2005). According 

to Ghemawat and Hout (2008), Chinese and MNC possess advantages and dominance 

in different market and industry segments. But to understand the special situation for 

MNC, more precisely European hydropower companies, the issues of 

internationalization and market entry get examined. Thereby, the focus lies on emerging 

market features and how to assess emerging markets, potential risks and their 

implications for market entry and operational success.  

 

1.1.2 Hydropower  

 

To establish a working definition about issues of the hydropower industry, the subject 

matter needs to be defined. Hydropower is classified as renewable energy sources, 

holding the longest history of commercial use reaching back to the late 19th century 

(Auer, 2010). Further, hydropower belongs to both categories of renewable: traditional 

renewable with large hydro and new renewable with small hydro (Peidong et al, 2009). 

The OECD defines hydropower as: “electricity generation using the power of falling 

water” (OECD, 2007, p.370). This view conforms to the conventional hydropower 

industry, distinguishing between large and small hydro. Small hydro includes 

generation capacity up to 50MW. Consequently, facilities with capacities above 50MW 

account for large hydro. (Lako et al, 2003) For the sake of completeness, it is worth 

mentioning, that historically, hydropower was generated as mechanical energy, being 

used to drive machines or equipment, such as grinding gears or looms. More generally 

spoken, hydropower could be defined as utilization of water sources to generate energy. 

In this thesis, hydropower is used as synonym for hydroelectric power.  

Due to technical development and rising interest in renewable energy sources, a new 

category of hydropower was established: Ocean energy. “Moreover, relatively new 

types of power plant, some of which are still in the infancy of their technological 

development, are enjoying increasing popularity in the harnessing of hydropower.” 

(Auer, 2010, p.3) The OCED defines it as: “Mechanical energy derived from tidal 

movement or wave motion and exploited for electricity generation.” (OECD, 2007, 

p.784) Ocean energy, including tidal and wave power, is understood as upcoming future 
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technology. According to the World Energy Outlook, they account for the smallest 

proportion of all renewable in energy generation, since they are in their early phases of 

commercialization and development (2008, p.173). Reviewing the most cited references 

for energy forecasts, hydropower and ocean energy are considered separately. The 

majority of European hydropower companies exclude ocean power currently from their 

commercial hydropower portfolios, as ocean energy is still in the research phase of the 

R&D process.  

After defining the general subject of the industry, the hydropower industry per se will 

be defined exclusively for this thesis. The perspective taken in this thesis is that of 

European hydropower companies. Therefore the first condition is set as companies with 

European origin. Even though the industry consists of legally independent companies, 

most companies are subject to similar internal and external forces (e.g. domestic market 

saturation Europe, new competition from emerging markets, critical attitudes toward 

hydropower). In large scale tender, European producers tend to build consortia and 

perform joint bidding. The second condition derives from the hydropower definition, 

only hydroelectric power industry gets observed.  Companies within the hydropower 

industry can be either full service provider or have only hydropower turbines and 

generators in their product portfolios. Finally, restrictions against company size and 

level of internationality will not be applied, even though the empirical data were 

collected from MNCs. Internationalization is a process open to new entrance.  

The European hydropower industry is dominated by Alstom Hydro (France), Andritz 

Hydro (Austria) and Voith Hydro (German Joint Venture Voith and Siemens) as biggest 

players. Besides them, a huge number of smaller and specialized companies exist in 

Europe, forming a strong research and production base. As mentioned before, the 

beginning of European hydro dated back to the late 19th century. Already in the first 

decade of the 20th century, overseas expansion started through exporting equipment and 

building facilities. Europe itself accounts only for 8% of worldwide hydropower 

potentials. The biggest share of its economical potential is already utilized. (Auer, 2010) 

Further increase conflicts with changing attitudes and environmental concerns (Koch, 

2002). Besides upgrading and rebuilding, the European domestic market is matured and 

saturated (Auer, 2010). This encourages increased international expansion to find 

markets, but also R&D activities in new technologies as major breakthroughs in 
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classical are not expected (IEA, 2010). While principle all emerging markets present 

opportunities, the Chinese one receives special attention due to its size, economic and 

demand growth, existing hydro reserves and political promotion plans for hydro 

(RELaw, 2007).  

 

1.2   Research problem 

 

1.2.1 Research gap 

 

Research gaps exist in two directions. The first one includes the Chinese hydropower 

market. While potentials as such have been examined, literature did not pay attention on 

foreign companies entering or operating in this market. Only studies about market entry 

and doing business in general exists, such as Amber et al, (2008), Johnson and Tellis 

(2008), Lewis (2010), Shenkar (2005) and Tse (2010). Further, hydropower studies 

neglect the specific nature of the Chinese market as an emerging country with dominant 

governmental influence on economy, its players and decisions. The second one is the 

Blue Ocean strategy and its real case application in strategic processes. 

 

1.2.2 Research purpose 

 

To address these gaps, the purpose of this thesis comprises of two major ideas. The first 

refers to the challenges and opportunities identified during the analysis process and its 

implications for the validation as either Red or Blue Ocean. The second idea deals with 

the Blue Ocean strategy per se and the question, whether it is possible to apply it in the 

context of the Chinese hydropower market. So far, the Blue Ocean strategy got applied 

ex post on fitting real cases, such as Starbucks, Ford or Dubai. But, Grant (2010) 

defines strategy as overall plan to develop resources and establish favourable 

company’s position. Ramirez (1993) names it “the art of creating value”. This implies 
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that strategies are made ex ante and not ex post. Therefore, it includes an attempt to 

utilize the Blue Ocean strategy to generate an ex ante strategy for the hydropower 

industry. Since the concept itself seems oversimplified, it might be necessary to extend 

the strategy to meet real situations. Especially its black and white thinking, respectively 

red and blue, appears static due to the resulting either, or categorization. As Burke et al 

(2010) phrases it, markets attract new vendors as long as profits are generated, Blue 

Oceans will face vendors and emerging competition after a temporary monopoly 

position. But the bloody, red competition does not occur immediately, so at least a third 

category might help to overcome the simplicity of the strategy. These purpose lead to 

the following two research questions:  

Which specific challenges and opportunities do European hydropower 

companies face on the Chinese market? 

Is the Blue Ocean strategy successfully applicable in the real term context 

as ex ante strategy? 

To answer the first question, a market analysis for the Chinese hydropower market will 

be conducted. This covers a market and risk assessment with focus on the distinct 

features of emerging markets, which will be discussed in chapter 2. To address the 

second question, the Blue Ocean strategy is to be examined and adapted to the real case 

in order to find a future strategic solution, and not to validate a past strategy.  

 

1.2.3 Contribution to the body of knowledge 

 

Favourable results of this study involve implications for two groups. First, practitioners 

and companies on the hydropower field might benefit from the identified challenges and 

opportunities. Insights about the Chinese market and its impacts on hydropower 

companies operations will be provided. Further, they get introduced to a new strategic 

concept which does not focus on “how to gain best results in a competition”, but on 

“how to overcome competition”.  

Second, the general contribution to research is the challenging and strengthening of the 

existing Blue Ocean strategy. This is due to its ex ante application and usage as strategic 
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tool within this study. Third, in the analysis chapter, an extended version of the Blue 

Ocean strategy will be introduced to address the oversimplification and black and white 

focus shortcomings of the original concept without changing its general validity. 

Fourth, the study comprises a critical debate about hydropower, its status quo, 

development tendencies and its impacts.   

 

1.3   Research outline 

 

The study is structured as follows. After the introduction to the background and 

research problem of hydropower in China, a specific literature review builds the frame 

of reference and theoretical background. In this chapter, the primarily focus rests on 

Kim and Mauborges Blue Ocean strategy as an overall concept for study and 

application. Further, a great body of literature exists about internationalization theories 

and emerging markets. An overview about these issues will provide guidance for 

discussions about market assessment and market risks involved in emerging markets. 

As final part of the frame of reference, market entry, including its three fundamental 

choices of objectives, timing and entry mode, will be discussed.  

The methodological and empirical parts of this study refer to the issues brought up 

during the introduction and literature review to answer the research questions. Chapter 3 

applies qualitative research, using interviews, secondary and tertiary data.  Four in depth 

interviews were conducted with company experts for hydropower and/or Chinese 

market questions. Additionally, one independent hydropower expert from Stuttgart 

University got interviewed. Besides the presentation of applied methods, chapter 3 also 

contains the limitations of this study. 

The following chapter presents the results and data generated by the qualitative research 

as well as an introduction to hydropower relevant topics. The empirical data will be 

analyzed in chapter 5. For this purpose, theories and concepts, considered in chapter 2, 

will guide the process. The analysis chapter includes various sections to establish a 
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comprehensive analysis. First, the analysis model gets introduced and successive 

applied. After that, a Blue Ocean analysis follows for China and the hydropower 

industry. The concluding chapter presents the results of the analysis and discusses them. 

Further, specific recommendations for the European hydropower industry and 

suggestions for future research will be provided.  

 

2.Frame of Reference 

 

2.1 Blue Ocean strategy 

“There is no such a thing as a riskless strategy. Strategy will always involve 

both opportunity and risk “(Kim & Mauborgne, 2005b, p.19) 

 

 

2.1.1 Relevance of the strategy 

 

Blue Ocean is not only a fitting analogy to the industrial setting of hydropower. The 

application of this strategy is an attempt to overcome the dominance of conventional 

strategic thinking in terms of competition. Porter’s strategic concepts are widely 

accepted and frequently used as tools for practitioners. The application of similar tools 

leads to similar results, minimizing progress  as companies are tempt to share similar 

strategies profiles consciously or unconsciously (Kim & Mauborgne, 2005b).  Using the 

example of Porter’s generic strategies (Porter, 1998), they offer only two promising 

options, focus on cost leadership or differentiation.  These universal approaches show 

limited utility for the hydropower industry. Hydropower facilities are no commodity or 

standardized consumer good where only price determines competition. Instead, highly 

complex tailored technical solutions are required (Fischer-Aupperle, 2007). Further, 

hydropower projects are primarily tenders with various bid selection mechanisms. Costs 

are only one criterion among others. Differentiation options are limited due to the 
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narrow amount of possible technical solutions and the low relevance of company names 

in this industry.  

Nevertheless, conventional theories will not be totally neglected. Their utility lies 

primarily in the analysis part of the Chinese market. The common premise of strategic 

management literature is the existence of competition and the need to react to 

competition. Even though this assumption is per se true, the idea of Blue Ocean, 

creating a new market space without competition sounds tempting for theorists and 

practitioners. Unlike reacting to an existing structure, it opens the possibility to design 

structure yourself in a proactive manner. So far, Blue Oceans were announced ex post. 

The idea is therefore to contest and strengthen the Blue Ocean strategy and its reality 

application at once. The possible outcomes for companies justify an examination and 

analysis of the Chinese hydropower market, based on the Blue Ocean strategy. To avoid 

possible misunderstandings, China itself is no Blue Ocean. Many international 

companies already entered the country and either failed in their specific markets 

(Shenkar, 2005; Child & Lu, 1996) or perform within the regular frame of competition. 

The regulative and legal framework of China as emerging economies bears certain risks 

and problems for foreign companies (see 2.3). Nevertheless, this does not exclude Blue 

Ocean creating as a Blue Ocean is something nonexistent, new or significantly 

improved. Laws and regulations get enacted ex post, not ex ante to changes.  

 

 

2.1.2 What is the Blue Ocean strategy about? 

 

The Blue Ocean strategy was developed by Kim and Mauborgne in 2005. The core of 

their idea is the division of industries and markets in two oceans, red and blue. Red 

Oceans correspond to the classical view of highly competitive market with their distinct 

features of low profits and growth rates, high numbers of competitors fighting for 

market share and trying to outperform each other. Products become commodities (Kim 

& Mauborgne, 2005). Taking the industry life cycle into account, Red Oceans equate to 

matured or even declining industries (Grant, 2010).  According to the authors, red is the 

metaphor for bloody competition. Being within a Red Ocean means following 
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conventional business wisdom of succeeding and competing in the given industry 

situation and context.  

On the contrary, Blue Oceans symbolize untapped market space and industries, not 

existing today. Establishing offers high growth rates and profits. Further, fixed 

structures or rules of the game do not exist yet, allowing shaping the environment via 

strategy. These features remind early phases of the industry life cycle (Grant, 2010). 

The prerequisite for a Blue Ocean is value innovation, aligning improved customer 

value with innovation. Innovation in that sense covers Francis’ and Bessant’s (2005) 

types of innovation in products, processes, positioning and paradigm, short the four “P” 

of innovation. Kim and Mauborgne’s empirical results show that innovations can be 

incremental or radical (Kim & Mauborge, 2005). Being more precise, most Blue Oceans 

develop within existing industries, favouring incremental innovations. The value driven 

approach does neither conform to demand pull nor technology push as stated by Dosi 

(1982), due to the fact that demand gets created through the Blue Ocean and does not 

exist yet, as the industry does not exist yet. Technology push or technology driven 

strategies neglect demand and consumer focus and “often shooting beyond what buyers 

are ready to accept and pay for” (Kim & Mauborgne, 2005b, p. 13).  

Successful Blue Ocean discovery does not directly lead to competitive advantage, as no 

current competition exists. Therefore, the purest form of Blue Ocean incorporates a 

monopoly of temporary nature as imitation and market entry by competitors follow.  

 

 

Blue Ocean definition  

Kim and Mauborgne explanations are literary and semiotic designed, but do not offer a 

precise definition. Peculiar, definitions derivate often from Red Ocean definitions, as it 

is easier to define the status quo. Investopedia mentions the following definition:  

“To avoid costly competition, firms can innovate or expand in the hope of 

finding a blue ocean. A blue ocean exists where no firms currently operate, 

leaving the company to expand without competition.”(Investopedia.com)  
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For the purpose of this study, Blue Ocean is an umbrella term, covering company’s 

search for new business opportunities beyond existing industries. The key features of 

Blue Ocean can be summarized as value driven strategy with high customer focus and 

value driven innovations from various kind. A Blue Ocean can cover different kinds of 

markets, such as products, industries, geographical or target groups. Kim and 

Mauborgne’s statement “the rules of the game are waiting to be set” (2005, p. 105) is 

only partly applicable as national and international laws and rights exist and already 

determine new oceans. Finally, Blue Ocean is not necessarily a monopoly, but a stage of 

low competition or not directly comparable offers. Even if it leads to a monopoly, it will 

be only of temporary nature due to probably evolving competition.  

 

 

2.1.3 Structuralisms vs.  reconstructionism 

 

A shared critique for both strategic schools as well as all formal theories is the 

oversimplification of reality (Peter & Pierre, 2003). 

The Blue Ocean strategy and its authors belong to the reconstructionistic school in 

business studies. Competition models and authors like Porter, on the other hand, favor a 

structuralistic approach of business. (Kim & Mauborgne, 2009) Both schools differ in 

their fundamental principles applied. For most economic theories the unit of analysis is 

either the company itself or its business units (Grant, 2010). Reconstructionists, on the 

contrary, pay primary attention to human agents and their actions. Consequently, the 

strategic move is used as unit of analysis, being defined as “set of managerial actions 

and decisions involved in making a major market-creating business offering” (Kim & 

Mauborgne, 2005b, p.10). Divergence exists also in regard to the value-cost-tradeoff. 

Eg Porter follows the view that more value justifies higher prices/costs. Reciprocally, 

lower prices/costs allow only reasonable value. (Porter, 1996) The idea of Blue Ocean is 

to break this tradeoff by offering the increased value at decreased costs (Kim & 

Mauborgne, 2005). This incorporates combining both of Porter’s Generic strategies at 

ones without being stuck in the middle. 
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The conceptual frameworks of structuralism and reconstructionism are built upon 

opposing basic assumptions. Environment shapes and determines strategy in the first 

case, the second argue that strategy is able to shape environment. Whittington (1988) 

portrayed the problem of strategic choice, which lies behind the different assumptions, 

in his model. A classification of the theories illustrates that structuralists believe in 

environmental determinism, while reconstructionalists argue for interpretive 

voluntarism. Both schools see impacts of strong competition as threat for companies 

(Burke et al, 2008), but suggest different solutions. Competition models take 

competition for granted and that successful performance requests outperforming rivals 

(Porter, 1998). Blue Ocean suggests leaving competition to create new market space. 

Interestingly, for gaining legitimacy through the use of examples, Porter (1996) and 

Kim and Mauborgne (2005b) refer both to the same example. For Porter, a Blue Ocean 

is probable viewed as differentiation, as his discredit states: 

“Ironically, the popular business press, focused on hot, emerging 

industries, is prone to presenting these special cases as proof that we 

have entered a new area of competition in which none of the old rules 

are valid. In fact, the opposite is true.”(Porter, 1996, p.20) 

 

Why more than differentiation strategy? 

Lasserre defines differentiation as a company's strategy to position itself differently 

from competitors and gaining of competitive advantages due to superior quality, 

function or service (2007, p.467). As mentioned before, Blue Ocean incorporates some 

aspects of differentiation, but simultaneously it exceeds the strategic dimension. 

Differentiation often includes the focus on specific target groups and product 

customization. This contradicts to Kim and Mauborgne’s concern that finer 

segmentation and tailoring of offers leads to too-small target markets. Blue Ocean tries 

to aggregate the greatest demand instead. (2005b, p. 101) Companies which 

differentiate, stay mainly within the boundaries of their existing industries and therefore 

within the competitive setting. Finally, differentiation is often seen as reasoning for 

superior prices and costs (Carpenter et al, 1994), while Blue Ocean aims at breaking the 

cost/value trade off.  
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2.1.4 How to create Blue Ocean systematically? 

 

Kim and Mauborgne identified tools and frameworks to find a Blue Ocean. In order to 

create Blue Ocean through using the tools, knowledge about core competences and 

dynamic capabilities is needed to exploit existing competences (Prahalad & Hamel, 

1990; Teece et al, 1997).  

One step of the analysis is designing a Strategy Canvas, which can be understood as 

market analysis in terms of investment trends. The resulting graphic model states the 

industry factors on the horizontal axis, the vertical the amount, ranked from low to high. 

Connecting the single measures illustrates current strategies. The Four Action 

Framework (figure 2.1) and Eliminate-Reduce-Raise-Create Grid deal both with the 

question, which existing factors can be eliminated, which non-existing should be 

created and when focusing on the industry standards, which can be reduced or raised 

compared to the average.   

                       

 

 

 

 

 

 

 

 

 

 

 Figure 2.1.:  Four Action Framework.  (Adapted from Kim & Mauborgne, 2005)  
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2.1.5 Limitations of Blue Ocean strategy 

 

Like every theory, Blue Ocean has its specific limitations and problems for application. 

Firstly, it offers only two alternatives: red and blue. This black and white thinking 

neglects dynamic processes of competition and change, which were already studied by 

Clark (1961). Blue Oceans turn not immediately red when competition arrives- red not 

automatically blue when competitors e.g. exit. As phrased by themselves “the reality is 

that industry never stand still” (Kim & Mauborgne, 2005b, p.6). The book distinguishes 

between three types of products: settlers, leading to Red Ocean, pioneers, offering 

unprecedented value like Blue Ocean, and migrators, standing in between (200b, p.97). 

To increase practicability, the introduction of a third alternative, “a migratory” to 

connect Blue and Red Oceans may be required. Lastly, most Blue Oceans did not result 

from a systematic attempt to establish a Blue Ocean, but were recognized ex post. 

 

So far, Blue Ocean got discussed in order to address the second research question later 

in this thesis. The following sections deal with various issues of internationalization in 

order to provide a theoretical background for the first research question.  

 

 

2.2 Internationalization  

 

“What concerns the world economy, it is interwoven” ( Kurt Tucholsky) 

 

2.2.1 Objectives of internationalization 

 

For Luo international expansion processes include entering and investment activities of 

MNC in a target country to follow their strategic objectives (1999, p. 3). 

Internationalization shows two forms. The classic search of developed industries for 

new markets, as old become saturated (Levitt, 1993). Lately companies from emerging 

markets are “pushing outward from their home bases to establish global presence if not 

dominance” (Ghemawat & Hout, 2008, p.80).  
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The common pattern exists in the integration of the world’s economy. Dunning 

identified four basic objectives for internationalization: market seeking, strategic assets 

seeking, efficiency seeking and resource seeking. According to his research, most 

companies weight market seeking by far as most important, followed by strategic asset 

seeking. Efficiency seeking is considered important, while resource seeking gets the 

smallest approval. (Dunning & Lundan, 2008) For Inkpen and Ramaskamy (2006) 

revenue opportunities, competition against global competitors, the support of global 

customers, access to global knowledge and achieving efficiency in managing value 

chain activities account as drivers for internationalization (p.23). Further, it is the 

interplay of pull and push factors, directing firm’s expansion. Pull factors refer to 

attractions of the host country, while push factors arise from the home country. (Luo, 

1999) China, for example, attracts or pulls MNC due to its comparable low wage level. 

At the same time, it pushes own companies outwards with its going out policy. 

 

2.2.2 Concepts of internationalization 

 

Early concepts of internationalization had a pure trade related focus, such as David 

Ricardo’s comparative advantage theory or Smith’s theory of absolute advantages 

(Grant, 2010).  Modern concepts departed from the export focus of product and industry 

life cycle (Grant, 2010) to global sourcing, off shoring and outsourcing (Inkpen & 

Ramaswamy, 2006). Different attempts try to categorize internationalization concepts. 

Johnson and Tellis (2008) distinguish between transaction cost theories and the 

Resource Based View. Eclectic theories of Dunning and Hill et al (1990) intend to be 

more comprehensive, speak eclectic. Laine and Kock (2000) identified three main 

approaches used by researchers to describe the phenomenon: process models, eclectic 

models and network models. Luo (1999) views internationalization as dynamic 

capability, evolutionary or global integration perspective. But, international expansion 

needs to account for differences as the world become not as uniform as Levitt (1993) 

might argue. Ghemawat (2001) address the problem in his “CAGE” framework, 

assessing Cultural distance, Administrative and political, Geographical and Economic 

distance to assess differences between nations.  
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As internationalization and globalization evolve, some early concepts have lost parts of 

their validity. Ohmae’s concept of the triad power focused on USA, Europe and Japan, 

while the rest of the world was united as developing (Choi et al, 1996). For being 

considered global, corporations need to be active in all triad markets, while the 

developing got neglected. Choi et al (1996) and Poon et al (2000) correct this view by 

emphasizing developing markets through the emerging triad system and investment 

blocs. In a similar way it works with the product-market matrix by Ansoff and the 

product life cycle. Applied in their purest form, both suggest selling existing or even 

outdated products in emerging markets to extend product life cycle and develop a new 

market (Grant, 2010). Counter argumentation comes e.g. from Levitt, stating: “gone are 

the days, when a company could sell last year’s model- or even lesser versions of 

advanced products- in the less developed world.” (1993, p.92) 

Emerging markets gain importance as target for international activities. Therefore, the 

following section deals with these markets, their distinctive features and assessment. 

 

2.3 Emerging markets 

 

“For many companies and for a long time, emerging markets were a 

strategic sideshow, largely tackled in an opportunistic way.” (Pacek & 

Thorniley, 2007, p.1) 

 

2.3.1 Definition and features of emerging markets 

 

Emerging market is a term, used in the categorization of countries according to their 

level of development. Current economic discussions view them as both, opportunity 

for developed countries and their corporations on one hand, competitors for domestic 

industries on the other (e.g. Ghematawat & Hout, 2008; Shenkar, 2005). To assess the 

issue, the definition will build the starting point. Inkpen and Ramaswamy concentrate 

thereby on the significant growth potentials of these markets, but still manifest 
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weaknesses in infrastructure, economy, institutions and the political system (2006, p. 

153). Luo (2002) points to the World Bank’s definition, counting countries with less 

than $8,000 annually income, but positive economic dynamics as emerging markets. 

Pacek and Thorniley (2007) use the term not country specific, but combining 

geographic regions such as East Asia. Luo (2002) offers a comprehensive definition:  

 “An emerging market can be defined as a country in which its national 

economy grows rapidly, its industry is structurally changing, its market is 

promising but volatile, its regulatory framework favors economic 

liberalization and the adoption of a free-market system, and its government 

is reducing bureaucratic and administrative control over business 

activities.” (2002, p.5)  

Combining the different definitions and arguments, the deriving features of emerging 

markets descript it the following way. Emerging markets experience high economic 

growth rates but face weaknesses in political, institutional and technical infrastructure. 

Highly dynamic changing processes result in market opportunities but also increased 

volatility and risks. The income per capita is comparable low, so are the wages.   

Luo (2002) further adds strong market demand and first mover advantages as distinct 

features. Even though emerging markets share a common definition, the degree to 

which features occur differs between emerging countries. Market size, regimes and 

market structures, the role of governments and kind of reforms are named by Luo 

(2002). Cultural distance, business atmosphere, government policies, foreign business 

treatment, stage of economic development, and degree of openness vary for Luo (1999) 

as distinctive factors. Broad scopes on whole regions or all countries with income level 

less than $8,000 neglect differences widely and emphasize the necessity of in depth 

market analysis of single countries with separate focus on their risks.   

 

2.3.2    Emerging interest in emerging markets 

"An emerging market (domestic market) provides growth opportunities for a 

multinational enterprise, which may find its existing business in a mature 

and saturated market." (Kos, 2010, p. 320) 
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Emerging markets act like the two sides of a coin. On one hand, they offer business 

opportunities for growth (e.g. Enderwick, 2008; Pacek & Thorniley, 2007; Luo, 2002), 

on the other hand, they involve high uncertainty and risks (eg Inkpen & Ramaswamy, 

2006; Khanna, 2005; Henisz & Zelner, 2010). Nevertheless, the interest in emerging 

markets seems to emerge.  

A multitude of reasons exists for the growing interest in emerging markets. Pacek and 

Thorniley (2007) start from an outside in perspective naming limited growth 

opportunities in developed markets. Further, emerging markets are on the way to 

commercial maturity despite remaining lower standards. Capturing markets shares and 

influencing consumer behavior is easier due to lower brand loyalty (Pacek & Thorniley, 

2007). Shenkar (2005), Lewis (2010) and Enderwick (2008) comment on favorable 

production conditions and huge population as opportunity for production and sales. The 

market situation encourages fast learning processes for Enderwick. During the last 

decades, emerging markets were characterized by greater opening and liberalization 

(Shenkar, 2005), progress in the development of market-supporting infrastructure 

(Meyer et al, 2009) and Luo (2002) mentions reduced entry inventions by governments. 

While Inkpen and Ramaswamy (2006) name weakness in physical infrastructure as 

distinct market feature, it creates opportunities for companies to take over infrastructure 

projects. Finally, Khanna et al (2005) see it as logical consequence to follow customers 

or even rivals to their new markets, demonstrating strong herd behavior.   

 

2.3.3 Market assessment 

 

The analysis and assessment of markets is a core area of strategic management. As 

stated by Grant (2010), an industry analysis requires viewing the business environment 

on a micro level perspective. To analyze the industry, he suggests industry 

attractiveness and competitor analysis. For industry attractiveness, the GE and Boston 

Consulting Group matrixes find application. In case of assessing a new and emerging 

market, more factors need to be taken into consideration due to its special features. 

Accoring to Inkpen and Ramaswamy (2006), every country possesses country-specific 

advantages which can be leverages, but also risks to be aware of (see 2.3.4).  
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Various models offer a systematical approach for market assessment. Khanna et al 

(2005) established their five context framework, using the dimension political and 

social system, openness for foreign investors, product market, labor market and capital 

market. Inkpen and Ramaswamy (2006) favor Porter’s Diamond Framework with its 

dimensions of factor conditions, demand conditions, related and supporting industry and 

firm strategy, structure and rivalry. For application on emerging markets the framework 

misses political and legal factors. An extended version includes government and chance 

as affecting factors. Porter’s Five Forces, as suggested by Grant (2010), puts industry 

competition and rivalry in the centre of attention, which get influenced by suppliers, 

buyers, substitutes and potential entrants. The model is only partly applicable, as it 

neglects all country specific factors.  

Combining the extended Porter diamond and the Porter Five Forces might improve 

utility. Luo (1999) describes an integrated model, originally for entry mode selection 

(Figure 2.2). It provides relevance for market assessment as it integrates country-

specific, firm-specific, industry-specific and project-specific factors. The model is 

dedicated to new entrants. The country specific factors together firm specific resemble 

Porter’s diamond, while firm specific factors in combination with industry specific 

factors seem close to Porter’s Five Forces framework. A combination of these three 

models might offer a comprehensive analytical tool, as shown in chapter 5.1.  

In his book about multinational enterprises in emerging markets views Luo (2002) the 

role of governments, economic openness, and structural dimensions as from primary 

importance. He compounds three factor categorizes: strategic, regulatory and 

sociopolitical. Due to its combination of soft and hard factors of markets, the Luo’s 

integrated model supported by his factor categories enable a comprehensive market 

analysis. Traditional market assessments based on portfolio analysis and political risks 

neglect soft factors, which might be not directly profit related. Competitiveness ratings 

and corruption ratings as well as governance indexes are useful tools to gather 

information. (Khanna et al, 2005)  
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Figure 2.2: Entry mode selection in International expansion: An integrated model. 

(Adapted from Luo 1999) 

 

2.3.4 Risk assessment 

 

Risk assessment is an integral part of market assessment. Kos (2010) categorizes risks 

as either firm specific or general. The latter includes economic, financial, political, 

regulatory and cultural risks. The former incorporates operational and managerial risks.  

A common problem exists for market and risk assessment, the gathering of reliable 

information about the situation (Inkpen & Ramaswamy, 2006; Child & Lu, 1996). 

Henisz and Zelner (2010) disadvice the usage of country risk ratings. In the transaction 

cost theory, risks are associated with increasing costs (Anderson & Gatignon, 1986). 

Luo warns that high costs arising due to unfamiliarity with culture, politics or economy, 

the costs of coordinating businesses, asset and knowledge transfer (1999, p.15). Costs 

are caused by uncertainties about general environment, industry or organization 

contingencies.  

A risk assessment for emerging markets focus primarily on country risks. For Hill et al, 

country risk is a function of general political risks, ownership/control risks, operations 
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risks and transfer risks (1990, p.25-26). For Johnson and Tellis, country risks contain 

environmental uncertainty, caused by political, financial and economic sources (2008, p. 

12). Empirical studies by Chen and Reger identified legal frame conditions, product 

quality and cultural differences as main issues, causing problems (2006, p. 414). 

According to Kos (2010) political and operational risks accounts for nearly half of 

companies total risks in emerging markets. In the literature, political and legal risks are 

continuously named. Khanna et al (2005) mentions political stability and legitimacy as 

key risks. The Economist (2004) mentions corruption and bribe, Luo (2002) concerns 

political inventions and interference. Nevertheless, expropriation, the highest risk in the 

past, lost significance say Henisz and Zelner (2010). According to them, intersections 

between legal and political system play a major role, namely the risk of political 

motivated changes in laws and the enforcement of existing laws. The Economists names 

it “the rule of man, not of law” (2004). Finally, concerned about insufficient protection 

of property rights and mechanism to enforce contractual arrangements are mentioned by 

Huang (2010), Inkpen and Ramaswamy (2006) and Henisz and Zelner (2010).   

  

 

2.4 Market entry strategies 

 

“Firms enter foreign markets in pursuit of profitability.”(Grant, 2010,p. 382)  

 

2.4.1 Objectives to enter 

 

Market entry is a complex decision, including three fundamental choices: the object of 

entry, timing of entry and the choice of suitable entry mode. The object of entry 

includes market development, resource assessment, learning and co-ordination 

(Lasserre, 2007; Johnson & Tellis, 2008). Enderwick (2009) adds low cost sourcing as 

prime objective for emerging markets. Generally spoken, the objectives for market entry 

correspond to the reasons for internationalization (see 2.2.1). 
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2.4.2 Timing for entering 

 

Lasserre, Johnson and Tellis, and Tappura et al emphasize the timing of entry as central 

part of company`s strategic decisions. As stated in an interview by Ran and Mersch:  

“Being the first international company in the country, it was easier. ;ow 

everybody (all of our competitors) is coming because they realize the 

opportunities here” (2008).  

Companies are seeking their window of opportunity. According to Lasserre, the advent 

of significant demand combined with low or only partly established competition opens 

the window of opportunity (2007, p. 194). Johnson and Tellis (2008) see the chance to 

exploit the window as early entrant, especially in situations with short product life 

cycles and dynamic environments (Tappura et al, 2010). Controversial is the decision 

about being a first mover or using a follower strategy. Both bears advantages and 

disadvantages and are heavily discussed in strategic management literature, not only for 

foreign market entry, but also introduction of innovations. (e.g. Grant, 2010; Lassere, 

2007; Stalk, 1988). Luo (2002) mentions strong first mover or early follower 

advantages in emerging markets due to the early establishment of market power and 

resource.  

Grant (2010), Lasserre (2007), Lou (2002) and Tappura et al (2010) concerns’, being 

first mover is no guarantee for succeeding or being the benefiter of a market. Tappura et 

al (2010) found a strong positive correlation between dynamic environments and first 

over orientation. First movers are favored by Blue Ocean strategists for Blue Ocean 

generation (Kim & Mauborgne, 2005; Burke et al, 2010).  As Blue Oceans symbolize 

untapped space without competition, only first mover can fully benefit. Even though not 

directly named, it implies generating a monopoly or oligopoly position. Unfortunately, 

globalization vanish niche markets and monopoly heavens in favor of intensified 

competition (Kim & Mauborgne, 2009).  First mover advantages of monopoly rents are 

only of temporary nature, as explained by Burke et al.:  

“It posits that as long as there are profits to be had in a particular market, 

more and more vendors will arrive to serve that market until it reaches a 

saturation point, where everyone more or less breaks even.” (2010, p. 28)  
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2.4.3 Entry modes 

 

A detailed discussion about features of emerging markets, market assessment, risks and 

objectives of entry is necessary to determine a suitable mode of entry. The mode of 

entry is defined as arrangement that enables market entry (Lasserre, 2007). The major 

theories, discussing and explain the choice entry modes are the transaction cost theory, 

the resource based view and institutional theories (Anderson & Gatignon, 1986; 

Johnson & Tellis, 2008; Brouthers & Hennart, 2007).  

Lasserre (2007) identified six general factors, determining the mode of entry. They 

include market attractiveness, political and operational risks, governmental 

requirements, time pressure, firm’s internal capabilities to develop local resources and 

the cost/benefit profile with expected return on investment (2007, p. 195). Speaking in 

more general terms, the choice of entry mode defines risk, return and resource 

commitment on one hand, organizational control, integration and strategic flexibility on 

the other. The relation between these dimensions is illustrated in figure 2.3. According 

to Anderson and Gatignon companies decide for the option with the highest risk 

adjusted return on investments (1986, p. 3), what conforms to Lasserre’s argument.  

                    

Figure 2.3: Critical implications of various entry modes. (Adapted from Luo, 1999)  
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The traditional mode of entry has been the export of products. Export belongs to the 

pure contractual arrangements together with Leasing, Licensing and Franchising. For 

Luo (1999), international expansion includes active asset management, which is not the 

case for those four forms of entry mode. Joint ventures are cooperative forms of entry, 

as joint ventures are defined as partnerships between two or more firms to pursue 

mutual interest (Luo, 1999, p. 215) and enhance effectiveness of competitive strategies 

(Inkpen & Ramaswamy, 2006, p. 80). Wholly owned subsidiaries entitle to full control 

and request the highest investments in the host country (Johnson & Tellis, 2008).  

In market-based open economies, the entry mode primarily needs to fit a company’s 

strategic ideas of control, return and resource commitment. Especially in emerging 

markets, Lasserre’s general factors and the distinct features of emerging markets play a 

significant role. Ghemawat and Hout (2010) claim restrictive laws and state supervision 

as common restriction. Luo (1999) and Lewis (2010) see laws and regulation as entry 

control, Pittman & Zhang (2008) even as barriers to entry. Weak appropriability 

regimes and insufficient property rights (Tappura et al, 2010; Meyer et al, 2009) 

promote high control modes. But, as stated by Inkpen and Ramaswamy (2006), 

companies do not have much of an own choice in countries with restricted entry modes. 

Acquisition and Greenfield opportunities get sometimes limited for foreign investors 

(Luo, 2002). Instead, host countries favour joint ventures with local companies for the 

sake of knowledge transfer (Shenkar, 2005; Lewis 2010; Child & Lu, 1996). The mode 

of entry is therefore not only determined by the strategic fit for companies, but also by 

specific features of target market.  

 

2.4.4 Success factors 

 

The success of a market entry is determined by many factors. In a study by Johnson and 

Tellis (2008) they identified a counterintuitive correlation between firm size and 

openness of a market.  According to their findings, smaller companies and entrance on 

less open market showed a higher probability of success. Besides size and openness and 

the general three choices by Lasserre, Johnson and Tellis also admit the influence of 

economic and cultural distance, as well as country risks. Kos (2010) differentiates 
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further between risk assessment prior to the entry and risk management. Strategic 

alliances recognize additional determinants, related to the performance of cooperation 

(Luo, 2002; Inkpen & Ramaswamy, 2006). Especially in emerging markets, critical 

factors for success might differ from developed market. The section about emerging 

markets broached the issue in more depth (see 2.3). Lastly, referring back to the Blue 

Ocean strategy, Kim and Mauborgne stated: 

 “[…] what separates winners from losers in creating blue oceans is neither 

cutting –edge technology nor timing for market entry. Value innovation only 

occurs when companies align innovation with utility, price and cost 

position. If they fail to anchor innovation with value in this way, technology 

innovators and market pioneers often lay the eggs that other companies 

hatch.” (2005b, p.13)  

 

 

3. Methodology 

“Theory is not a simple summary or description of ‘empirical facts’[...] 

theory must also transcend ‘facts’ in order to achieve scope” (Alvesson and 

Sköldberg, 2009, p. 4) 

 

3.1 Qualitative research 

The empirical part of this study is built upon qualitative research. Unlike quantitative 

research which uses numerical data and correlations, qualitative research shows interest 

in the subjective opinion, reasoning and emphasizes reflection and interpretation.   

According to McGill (2011), the design of research questions accounts for the 

differences. What, where, when are classical interrogative pronouns for quantitative, 

why and how for qualitative research. Important is also the way of data collection. 

While quantitative research uses random samples and great populations to answer 
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standardized surveys, questionnaires etc., refers qualitative research to selected 

informants and allows more freedom and flexibility. (McGill, 2011) 

 The reason for using qualitative analysis in this thesis can be found in the purpose of 

this study. To identify specific challenges and opportunities and maybe create a Blue 

Ocean, the “how to create it” and “why so” require attention as in-depth analysis. In 

depth research is appropriate for industry and market related issue for seeing company’s 

and insider perspective.  These insider views from company and employees are to be 

combined and compared with the outsider perspective of the researcher to generate a 

synthesis. The method is appropriate to generate new hypothesis and ideas, to get 

deeper into research problem. Testing or verifying existing hypothesis is not the 

purpose. Resulting empirical findings are then used further for the analysis. The 

research design can therefore be descript as inductive research with explanatory 

character. The specific observation constitutes the market situation for European 

hydropower in China. The explanatory method is used to analyse the observation and 

explain it with focus on special features of emerging markets as well as challenges and 

opportunities.  

Three different kinds of sources will be utilized in this study. Primary data in the form 

of interviews, secondary data in form of academic and scientific studies, tertiary data in 

form of non- scientific documents in the document study.  

 

3.1.1 Interviews 

 

In depth- interviews will be the primarily source of qualitative research applied. Self-

conducted interviews provide primary data or “raw data” for further use (Booth et al, 

2009). Interviews, especially face to face, offer a high response rate and the possibility 

for further requests for clarification or changing formulations. The term interview can 

be understood as purposeful interaction of asking questions to receive needed data as 

response (Patzelt, 1986, p. 44). The choice in favour for interviews has various reasons. 

Interviews with informants allow collecting data from different viewpoints. These 

differences occur due to human subjectivity which helps explaining and understanding 
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reasoning, motivation, uses intuition and scientific guesses. Expert interviews are a 

beneficial source of knowledge transfer as experts get asked about their field of 

expertise on an objective level. Unless interviews are not standardized and closed, an 

interaction between interviewer and interviewee takes place, allowing flexibility and 

digression from the original research agenda in case valuable side effects arise.  Finally, 

interviews are a time efficient manner of information gathering providing researcher 

with the foundation to analyse and generate hypothesis on. (Patzelt, 1986) Another 

plausible option would be the case study1. 

The interviews were designed as open, non-standardized interviews in a semi- 

structured way. Semi- structure allows flexibility to act and react according to the 

situation. Further it encourages the conversation to explore the research field, a method 

especially helpful if the area of interest is only partly researched. (Clark-Carter, 2009) 

The interview type applied here are expert interviews. They were conducted in German 

language due to the origin of informants.  

The general target group for interviews are European multinational corporations. In 

particular, the Voith GmbH/ Heidenheim was the major partner for the empirical data. 

Contacts with Voith were pre-existing, helping to establish trust and support. The 

company itself personates a beneficial partner as their experiences on the Chinese 

hydropower market date back to the early 20th century2. Since 2004, Voith operates in a 

Joint Venture together with the Shanghai Electric Corporation on the Chinese market. 

According to own statements, Voith produced one third of the worldwide installed 

hydropower capacity. Besides Voith, also other companies in the industry were 

contacted, but it was not possible to establish solid contacts. The reason may be found 

in the strategic nature of the topic, touching questions of confidential and/or competitive 

dimensions. This advocates additionally for non-standardized and only semi-structured 

interviews to reformulate or adjust in case confidential areas get involved. The 

                                                             
1 In a case study approach, on the contrary, a single case is descript, analysed and interpreted to draw 
conclusions. An academic discourse exists about the accuracy of generalizing and verifying case study 
findings (Flyvberg, 2006). Without taking position in this discussion, a case study approach is not applied 
in this study for several reasons. Firstly, the Blue Ocean method has not been adopted in the hydropower 
industry so far. Therefore, no specific case exists which can be studied for this purpose. Further, as 
companies applied conventional strategies on the Chinese market, no Blue Ocean has been found by 
chance that could be analysed ex post. Finally, this study uses a broad definition of hydropower industry.  
2 In 1909, the company installed the first hydropower machine in China. (Fischer-Aupperle, 2008) 
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interview guide, covering the three areas hydropower, China and strategy can be found 

in the appendix.  

In order to avoid a one-sided view and to keep a critical, open mindset during the work, 

it seemed necessary to interview also an independent source. The search for recognized 

hydropower experts in Europe resulted in the identification of Prof. Göde from the 

Stuttgart University. He is professor for fluid mechanics and hydraulic machinery and 

referred to by official, academic and commercial site. Besides his research on the 

technical area, Prof. Göde is familiar with the Chinese market and the European 

hydropower industry. Therefore, the interview covered all three areas of hydropower, 

China and strategy with the primer focus on conventional and new hydropower, Chinese 

market and competitors. The interview took place in March 2011 at Stuttgart University 

(see table 3.1).  

At Voith, four interviews took place. All interviewees worked in the strategy 

department or had worked there. Even though not everyone was directly involved in 

China and hydropower relevant areas, all were knowledgeable and familiar with the 

problem. The selection of informants followed the two criteria relevant expertise and 

availability. Availability in this case means time but also personal will to participate. 

The interviews took place in March 2011 (see table 3.1) and covered the areas current 

and future development of hydropower, Chinese market situation, Chinese policies and 

influences and strategic issues concerning the market and the company. 

 Interviews were not standardized due to different expertise and areas of responsibility. 

The two interviews with the Head of Strategy and the Head of Finance at Ocean Energy 

were conducted via telephone due to time constraints. These interviews had a broader 

character to cover all areas to generate a basic understanding, identify potential contact 

persons and to pre-assess questions to avoid collision with issues of confidential matter. 

The other two interviews happened in Germany at Voith’s headquarter in Heidenheim. 

Both interviewees were strategists and available for face to face interviews. Depending 

on their expertise, one interview focussed primarily on hydropower developments and 

strategy, the other on China and the companies experience on the market. For the 

empirical findings and the analysis, the employees at Voith got partly made anonymous 

by leaving out their family names and replacing them by their job title.  
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Table 3.1: Schedule March 2011, empirical work 
 

week Activities  
1 Telephone interview Voith (Head of Strategy)  

Contacting potential interviewees at Voith 
2 Contacting university researchers on hydropower issues 

Positive feedback University Stuttgart, Prof. Göde 
3 Pre-discussion of interview questions 

Appointment seeking  
Interview preparation  
Telephone interview Voith ( Head of Ocean Energy)  

4 Interview in Stuttgart (Professorship fluid flow engines) 
Interviews in Heidenheim/Voith  (Experts strategy department ) 

5 Rework empirical material 
Evaluation of empirical data  

 

The Head of Strategy is an experienced strategist and engineer. The Head of Finance at 

Ocean energy is a former strategist from Voith. He has a business background and 

joined the new department in the late 2000s. The Senior Strategist has a technical 

background and is seen as senior strategist and technical expert. The Junior Strategist 

has a background in economics. He was working as consultant in Shanghai for three 

years and is therefore the China expert in the department.  

As expected, the opinions and answers varied between the companies and the 

independent expert, but also within the employees. This states that there is no coherent 

company opinion. Even strategists differ in their interpretation, emphasizing the 

importance of qualitative research in this field.  

 

3.1.2 Secondary data  

Secondly, this study refers to secondary data, generated by existing studies. Secondary 

sources are based upon primary data to address their own research problem, dedicated to 

the scientific audience (Booth et al, 2009, p. 69). Secondary data in form of academic 

literature originates mainly from the library and data bases at Linköping University.  
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For assumptions about future demand and capacity, the most citied energy forecasts by 

Greenpeace, World Energy Outlook (WEO) and International Energy Agency (IEA) 

will be used as well as data from Chinese articles and studies about the issue. Even 

though a huge amount of commercial studies about hydropower in China exist, most of 

them have an unclear origin of their data provided and do not include information about 

risks, or country specific issues. To account for reliability of used data, only scientific 

publications and recognized studies will be used.  

Further to accommodate for the special features of emerging economies and the 

importance of their governments, Chinese laws and plans get studied. From special 

interest are thereby the Five Year Plans (FYP) and laws, dealing or affecting renewable 

energy and hydropower issues.  

 

3.1.3 Document study 

 

According to Patzelt(1986) document studies belong to observational methods, using 

documents as source of information gathering. The term document accounts for a 

variety of objects that can be studied without getting affected by direct interaction. 

(Patzelt, 1986) The document study will be primarily based on company publications 

and articles, dealing with company’s strategy and market estimations. Most studies 

documents are organizational documents. Due to its dedication to non scientific 

audiences and its utilization of secondary data, the sources can be defined as tertiary 

data (Booth et al, 2009, p. 69). The four criteria for quality assessment, authenticity, 

credibility, representativeness and meaning were applied (Bryman & Bell, 2007).  

This method will only account for a small part of information generation but seems 

necessary due to the limited amount of interviews and primary data. The document 

study is applied to avoid too one sided analysis. 

 

3.2 Limitations 
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The limitations of this thesis derive from different factors and might influence the 

overall results and findings in a specific way. First of all, even though the hydropower 

industry belongs to mechanical and electric engineering, technical aspects get primarily 

neglected. This happens due to the fact that the study focuses on the assessment of the 

overall industry, not a certain technology of hydropower.  

In terms of the literature review, the exiting body of knowledge covers more than the 

reviewed literature. Therefore, this study makes no claim for completeness, but it 

provides a sample of relevant ideas and concepts.  Another limitation occurs due to the 

use of Blue Ocean strategy and its simplicity. Either blue or red does not fit all settings, 

as intermediate steps from blue to red or vice versa exists (see 2.1.5). To address this 

limitation and overcome this oversimplication and somewhat static view, an extended 

concept will be developed and introduced in chapter 5. The extension is designed to 

achieve a more universal fit than the original Blue Ocean strategy. Nevertheless it is not 

excludable that even the extended version still does not account for all settings.  

Further, the methodology of empirical analysis, qualitative research aims at indepth 

examination of limited samples of interviews. The interviews were conducted with 

company’s employees, not including Chinese point of view. Only a single company and 

one independent hydropower expert got interviewed with a total number of five 

interviews, limiting the amount of information generated. Samples and qualitative 

research hardly provide an overall and complete picture of an issue. Due to the limited 

amount of interviews, a one side view and bias in favour of a certain company or aspect 

of the study cannot be totally excluded. The use of secondary data bears the risk of false 

or misleading data. As stated by Alvesson and Sköldberg (2009), consciously or 

unconsciously, humans always interpret data instead of only recognizing them, leading 

to a subjective moment. Information gathering about China and the hydropower 

industry in China for the empirical part is somewhat critical issue due to several factors. 

First, most data are secondary data as discussed above. Statistical data from China is 

often not accessible in English, outdated or provides only a broad overview but lacks 

detailed information. The whole China discourse polarizes scholars. A subtle bias is 

recognizable in such a way that Chinese authors overemphasize Chinese development, 
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while Western authors often dismiss the development. This study is not taking position 

in any way3.   

Within the purpose to identify challenges and opportunities, leading to a Blue Ocean 

from a theoretical perspective, practical applicability might be limited as certain aspects 

got neglected. This accounts for financial and global strategic issues, concrete 

implementation and firm specific factors. Finally, due to the single market focus on 

China, results do not consider tradeoffs or synergies between markets or industries.  

Finally, this thesis does not claim generalizability of its finings due to the application of 

qualitative research with limited samples and the narrow focus on hydropower in China. 

 

4. Empirical data 

 

“Energy is a vital material foundation for the existence and development of 

humankind and is currently a focal point in international politics, 

economics, military affairs, and diplomacy. “(Jiang, 2010, p. 9) 

 

 

4.1 Hydropower issues 

 

Hydropower shares a common feature with solar and wind energy: theoretically, 

exclusive source utilization would cover the world’s energy demand (Auer, 2010). In 

reality, unequal distribution exists between continents and even countries (e.g. Auer, 

2010; Chang et al, 2010). As often noted, it bears especially potential for developing 

countries to “promote the development of the economy and society and improve the 

                                                             
3  In 2001 an official discussion about trustworthiness of Chinese figures was started by Thomas Ramski 
with his article “What’s happening to the China’s GDP statistics?” Concerns still exist as statements by 
the Financial Times (2009) and Huang (2010) show. Amber et al. (2008) call for caution when dealing 
with information about China from Western sources.  
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environment” (Chang et al, 2010, p. 4406). Hydropower operates thereby as substitute 

for fossil fuels without causing CO2 emissions (Pittman & Zhang, 2008).  

In 2010, hydropower accounted for 20% of global electricity supply (Bakis, 2007). 

Further, it accounts for 75% of worldwide installed renewable energy capacity, and 

generated 97% of the electricity produced by renewable (Dewey& LeBoeuf LLP, 2010).  

As stated in the interviews and in the literature, hydropower shows great diversity in 

project size and nature (Koch, 2002), but also in its purpose. The primarily distinction is 

made between their basic configuration as dams or run-of-the river facilities. The first 

one includes the subcategories small dams, large dams4 and pump storage. (IEA, 2010) 

Dams require more interference in natural systems and increase therefore the challenges 

of hydropower in general, and specifically in China. 

 

4.1.1 Challenges for hydropower  

 

Energy generation 

The major purpose of hydropower utilization can be found in the generation of electric 

energy. As most authors and practitioners admit, it is clean generation without 

emissions or harming water quality (Auer, 2010; Fischer-Aupperle, 2007; Chang et al, 

2010). Huang and Yan (2009) even goes that far calling it an infinite source of energy. 

Further, it is already in the stage of large scale production (Chang et al, 2010). Besides 

it’s primarily discussed feature as renewable energy, hydropower shows advantages in 

generation and energy mix. Compared with fossil power and all other renewables, 

hydropower reaches the highest rates of efficiency up to 90-95% (Auer, 2007; Bakis, 

2007; Huang& Yan 2009). Despite high efficiency, the life time of hydropower stations 

can be 60 years, upgraded up to 90 years (Fischer-Aupperle, 2007). Even though 

planning and construction are time consuming, the long life time relativizes these 

drawbacks. It also relativizes the approximately 40% higher construction costs 

compared to fossil fuel (Liangbing& Yong, 2011).  From especial interest are technical 

                                                             
4 Hydropower gets classified according to its installed capacity. Small hydro reaches from 0,5MW to 
50MW; above 50MW is large hydro, less than 0,5MW is mini or micro hydro. (Lako et al, 2003).  
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features, allowing short start and stop times, peak and frequency modeling, as well as 

output control (Chang et al, 2010; Pittman& Zhang, 2008). This helps to realize grid 

stability (Huang& Yan 2009) and provides a base-loadable source of energy. In short, 

hydropower can address several challenges of overall grid situations while operating on 

a competitive price level (RELaw, 2007).  

 

Energy storage 

By the way of discussions about renewable energy, hydropower performs two 

fundamental functions. Besides its prime function as energy generation, pump storage 

also helps to store energy, discontinuously produced by wind and solar power. 

Electrical energy gets thereby transformed into potential energy of water. It can be 

retransformed into electrical energy (Bakis, 2007; Chang et al, 2010), reaching between 

70 to 85% of the original energy amount during recovery (Renewable Energy Outlook, 

2007). Even though China faces energy shortages, its tendencies to develop wind 

energy will require pump storage in the long run (FAZ, 18.06.2010).  

“The only way we know to store electricity is to put the water back into the 

dam.” (Philippe Joubert, 2010)5 

 

Water related issues 

Water is the origin and a prerequisite for life. It serves various purposes, such as 

transportation, fishery, irrigation, recreation, drinking and raw water supply (Koch, 

2002). As some dams account for several purposes, they are called multipurpose dams 

(Bakis, 2007). Hydropower facilities are encroachments in natural systems, thereby 

affecting water issues. Especially dams provide a system for water conservation, which 

supports water control and management in case of floods and droughts6 (Yang, 2007; 

                                                             
5 Executive Vice President of Alstom, President of its Power Sector in an interview with INSEAD 2010 
(http://knowledge.insead.edu/strategy-alstom-power-100317.cfm?vid=392)  
6 In case of small hydro, negative water impacts, such as flooding or drying up can occur. The 
responsibility for approval belongs to local authorities who are accused for lackadaisical handling of 
environmental specifications (Yang, 2007).  
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Huang & Yan, 2009; Koch, 2002). Besides its utilization for electricity generation, 

stored water also accounts for urban water supply and irrigation.  

The best example for multiple purpose dams provides the Three Gorges Dam. 

Additionally to its power generation function, it is used for water supply for bigger 

cities, such as Beijing.  Even stronger, the primarily reason to build the project was 

flood protection. (Ford, 2007)  

 

Addressing concerns 

Hydropower provides a vital example for changing public attitudes of construction 

projects. Until the 1970s, hydropower was generally viewed as environmental friendly. 

But perception changed, accounting for negative environmental impacts of hydropower. 

(Yang, 2007) Concerns arise from miscellaneous fields, such as environmental, social 

and legal (Jiang, 2010). Environmental problems include impacts on the eco- system 

and soil erosion. Seasonal problems, such as floods and drought get amplified by 

hydropower dams. (Huang & Yan, 2009; Chang et al, 2010) According to Koch (2002) 

and McNally et al. (2009), hydropower plays also a political role in terms of 

hydropolitics7. Yang (2007) phrases as strong claim against hydropower:  

“Today, the concern arises largely from the public and centers on issues of 

the environment, security, and social impact. Large hydro facilities, critics 

say, worsen the living conditions of aquatic species, damage vegetative 

cover, and affect the local climate, as well as being easy targets for military 

attacks. Projects in problematic geological locations are at a high risk for 

disasters.” (Yang, 2007) 

 

Most concerns relate to large hydro projects due to its size. To address them, countries 

need to map proper regulations and approval measures, taking environmental and social 

issues into account. Additionally, some hydropower companies incorporate special 

Corporate Social Responsibility and Corporate Conduct rules into operations to 

                                                             
7 McNally et al. explain the term hydropolitics as management of international water. Hydropower affects 
hydropolitical issues as hydropower stations located at international waters may influence downstream 
conditions and utility.  
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minimize negative impacts or even waive projects in favor of compliance.8 Voith 

reacted to rising concerns with establishing an own department for sustainability of 

hydropower projects. Nevertheless, during the 11th FYP (Five Year Plan) fewer 

hydropower projects got approved in China, sometimes referred to as hydropower ban 

(Liangbing& Yong, 2011). This behavior was also recognized at European hydro, but as 

only temporary issue. Increasing environmental concerns in China caused the 

development, but due to several reasons, the 12th FYP promotes hydropower again. The 

Economic Observer cites Guotai Junan, that since 2010, 30 new hydropower projects 

got approved.  

“The displacement problem and the environmental effects can be fixed later. 

We need large projects to narrow the gap between central and western 

China, sacrifices are inevitable.[…] displacing the population is a good 

way of reducing manmade environmental destruction; it is helpful for the 

environment ” (Local Chinese official in Liangbing & Yong, 2011)  

 

 

4.1.2 Introduction to hydropower in China  

 

 

China is the country with the worldwide biggest hydropower reserves and the biggest 

installed capacity as single country. In 2010, its installed capacity reached about 

190GW, while under today’s conditions, 402GW9 are considered economically 

recoverable (Jiang, 2010). About 21.5% of electricity is generated by hydropower, a 

relatively small amount, compared internationally10 (Huang & Yan, 2009; Pittman & 

Zhang, 2008).   

Table 4.1 presents three international forecasts for the development of hydropower 

capacity globally and in China. All forecasts anticipate growth, but Compound Annual 

                                                             
8 These are no exclusive features of western companies; also Chinese companies enact CSR policies. 
Nevertheless, reproaches exist about defaults of Chinese companies in host countries (McDonald et al, 
2009).  
9 Chinas committee of large dams talks about 694GW theoretical reserves and 541GW technological 
developable capacity (http://www.chincold.org.cn/newsview-en.asp?s=2999)  
10 Huang and Yan refer to Norway (98.9%), Canada (83.7%) and Brazil (57.9%) and their share of 
hydropower on total electricity generation.  
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Growth Rates (CAGR) vary between 1.46 to 1.98% (world) and 3.3 to 3.64% (China). 

The stated figures for China do thereby not conform to the targets, set by China itself. In 

2007, the NDRC (National Development and Reform Commission) announced in the 

“Medium and Long-Term Development Plan for Renewable Energy in China” 190GW 

installed capacity for 2010 and 300GW for 2020. All forecasts expect China to reach 

300GW after 2025. Chinas Twelfth Five Year Plan (2011-2015) sets 380GW as target 

for 2020, meaning a doubling of capacity within the next 10 years.  

To illustrate the dimensions of this target, consider the amount of investments needed. 

Investment costs in China range between $1250/kW to $2500/kW11 (IEA, 2010). Using 

the arithmetic mean of $1875/kW, the investment cost for 190GW new installed 

capacity would account for $356 billion. In 2009, the central government revenues in 

China reached $553.3billion, meaning that 64.3% of 2009’s revenues would be required 

to finance the hydropower target12.  Generally, the recovery rate and time are interesting 

measures when talking about investment decisions. Taking the example of the Three 

Gorges Dam, 18.2 GW capacity constructions accounted for 180 billion Yuan costs. 

The annual output is specified with 84.7billion kWh/year. As the price per kWh hydro 

energy is charged with 0.25 Yuan recovery could be reached after 8.5years full 

operations13 

Table 4.1: Forecasts for hydropower capacity development worldwide and China  

 Installed capacity hydropower in GW 

 2007 2015 2020 2025 2030 CAGR 

WORLD  

Greenpeace ¹ 922 1099 1196  1382 1.70 

Greenpeace ² 922 1110 1206  1307 1.46 

Greenpeace ³ 922 1111 1212  1316 1.49 

EIA 919 1134 1239 1341 1436 1.88 

IEA 822 1037 1145 1244 1316 1.98 

CHI;A  

                                                             
11 The investment costs for hydropower differ significantly between regions and features. For detailed 
information see Lako et al, 2003; IEA, 2010.  
12 China states its central revenues with 3,640 billion Yuan for 2009. Taking the exchange rate of 
0.152026USD/1 Yuan (10.03.2011), Chinas revenues account for $553.3 billion. Compared to the 
calculated hydropower investments of $356 billion, more than 64% of the annual revenues would need to 
be invested.  (http://www.gov.cn/english/official/2010-03/16/content_1556778_3.htm)  
13 Calculation: 84.7billion kWh/year * 0.25yuan/kWh = 21.175billion yuan/year 
180billion yuan/21.175billion yuan/year= 8.5 years. ( International Water Power and Dam Construction: 
http://www.waterpowermagazine.com/story.asp?storyCode=2041318)  
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Greenpeace ¹ 145 220 255  316 3.30 

Greenpeace ² 145 225 256  317 3.31 

Greenpeace ³ 145 225 256  317 3.31 

EIA 132 217 251 282 310 3.62 

IEA 145 256 298 339 342 3.64 

       

¹ basic scenario; ² revolutionary scenario; ³ advanced revolutionary scenario 

 

(Source: IEA 2008; EIA 2010; Greenpeace International 2010) 

In recent years, much attention was paid to Chinese renewable energy projects and 

development. Legislation concerning renewable energy and hydropower issues is 

ambivalent, as table 4.2 indicates. In 2006, China enacted The Renewable Energy Law 

as cornerstone of its policy. Although the 11th FYP and laws set hydropower targets, the 

contradiction gets obvious. China neither fulfilled its own targets until 2010, nor did it 

approve all hydropower projects. The above stated new targets point out that the 

hydropower ban got lifted. (Liangbing &Yong, 2011) Rising public awareness of 

environmental and social issues, comparable to the 1970s attitude shift, lead to the 

temporary ban and “lost years”. Since 2010 several projects got approved, causing 

expectations in the hydropower industry.  

 

4.2 Trinity of Hydropower, China and Strategy 

 

In order to provide a comprehensive scheme of the empirical data generated by 

interviews, the results are arranged under the three categories hydropower, China and 

strategy (Figure 4.1). Each interview conducted in March 2011 covered all three areas, 

but under different foci. It is thereby worth mentioning that not only the opinion 

between company and university differ, but also between the company’s employees. 

This is in so far from interest as differences in the perception occur between the 

hierarchical levels in the strategy department and the Head of Finance at Ocean energy 

as former Junior Strategist.  
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possibilities are exhausted. But increases in power are possible and 

upgrading existing hydropower facilities to generate more output”. (Prof. 

Göde) 

Hydropower reached the highest possible development stage in terms of efficiencies 

compared to all other energy sources and natural limits. From the technological 

perspectives, the technology is matured and possible efficiency increases are exhausted. 

Therefore, the industry sees its technological future in power increases, meaning more 

power per turbine. Further, existing facilities can be upgraded by installing new 

machines to utilize higher efficiencies and more power.  

Effects and limits of hydropower 

“It is out of question that these power plants influence population and 

environment. Every technology has its price. But, you have to compare a 

technology like hydropower with another technology such as coal.” (Prof. 

Göde)  

All involved parties recognize negative effects of hydroelectric power generation. As 

stated all technologies posses their specific negative communalities. It is therefore 

necessary to compare advantages with disadvantages of technologies. In case of 

hydropower, its clean renewable energy character with high efficiency is the major 

advantages. But attempts exist to discredit hydropower’s positive image as pollution and 

CO2 free technology. By showing the indirect pollution, critics argue against 

hydropower. Industry reactions to such studies are distinct.  

 “Everyone lies as needed. I read a study trying to prove the CO2 burden of 

hydropower by calculating the amount of O2 which would have been 

produced by the area without the dam. As the O2 conversion does not take 

place, we have pollution. On this base argue people.”(Senior Strategist) 

Even though some claims are not justified, hydropower companies react to them. Voith 

addresses these concerns with a newly developed department for sustainability. It deals 

with issues of sustainability and offers the company potential to differentiate further 
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into the environmental segment. Besides negative public known effects, hydropower 

itself finds technical constraints in two natural conditions.  

 “Of course there are limitations. When the head of water gets too low, the 

dam gets gigantic in its size. In China head of water are about 80 meter.  

There it is worth it […] Sediments are a huge problem. In case you retain it, 

the basin will silt up. In case the sand goes through it can happen that this 

ruins the turbines. This is a huge problem in China at several, actually all 

[dams].” (Prof. Göde)  

The technical solution to the first constraint, low water heads, is an increase in the 

overall facility size. This results again in bigger negative effects on humans and 

environment. Destruction through sediments as second limitation shows various impacts 

on the power generation and facility. Silt up basins and damaged machines hinder the 

energy generation and lead to high costs for maintenance. Shutdown leads to further 

shortage is energy supply and loss in profits for companies. Additionally to dissolved 

sediment, China experience also manmade pollution through waste in the water. The 

worst case scenario would be plugging the turbines.  

 

Hydropower in China 

“When you look at the rivers in China, they have so much water, they are 

like oceans […] unbelievable much water. When you think about the 

Yangtze, the Yellow River, incredible.” (Prof. Göde) 

The interest of China in hydroelectric power generation is explainable by their huge 

water reserves. This fascinates even academics and makes them enthuse about it. From 

industry perspective, it offers the required conditions and the amount for many projects. 

China is the most attractive market and invests in order to meet its electricity demands.  

 “It is incredible how much energy is needed in China. In case there is 

nothing in the grid, the lights go out. In China is it common to be without 
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electricity for some hours per day. Hydropower is the only way for China to 

keep afloat.” (Prof. Göde) 

Hydropower is a necessity for China’s energy mix. As the country experience energy 

shortage and strong rising demand, all potential energy sources need to be utilized. 

Compared to the number of inhabitants, China has a small energy demand. Its 

continuously economic development requires more electricity than available. The 

sourcing of energy depends on the availability of energy sources. Coal, nuclear energy 

and hydropower are the primary sources in China. The government invests in solar and 

wind energy as additional energy sources. Their utilization as fluctuating renewable has 

implications for hydropower in terms of energy storage. 

”Pump storage is not of big importance yet as they still have many rivers in 

the West which can be develop. But it is relevant for wind. Therefore it can 

get relevant in the future.”(Junior Strategist) 

Ocean energy14 

“The development of Ocean energy is somewhat questionable. I expect it to 

reach maximal one fifth of the amount conventional hydropower has today. 

Maybe only one tenth.” (Head of Strategy)  

The future development of ocean energy is unforeseeable as the technology is still in an 

early phase of R&D. In terms of ocean energy, the difference between potential and 

potency is from vital importance. Beyond controversy, oceans offer a huge potential for 

energy generation. But the degree of actual utilization is primarily dependent on 

political and industry interest to invest in the technology.  

“Without public promotion, ocean energy is not competitive and too 

expensive. Currently, only Great Britain offers a concrete promotion .It is a 

pure European topic without outside Europe threats. China is not expected 

                                                             
14 As shown in chapter 1, ocean energy belongs to hydropower but is not counted as conventional 
hydropower. It belongs to the category new hydropower. As it is not in a commercial phase and covers 
various technologies, it is not part of the general data.  Nevertheless, it is relevant as future technology.  
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to enter the market within the next years as competitor.”(Head of Finance 

Ocean Energy) 

Ocean energy seems to be a European topic at its current stage of development. 

Competition, especially from China, is not an issue yet. One reason could be the huge 

investments and R&D activities required. As various technologies are tested and 

examined, it is not possible to say what the future ocean energy technology will look 

like in its commercial stage and where it can be utilized best.  

“Like hydropower, ocean energy is dependent on geographical conditions. 

Today, Ocean is still in the developmental phase and after the attractiveness 

of technologies is clear, and then we continue to search for locations. Due 

to this, it is dream of the future, still.” (Senior Strategist) 

4.2.2 China 

 

Market features and attractiveness 

 “China is extremely attractive for companies, a market you have to be in. 

Because of the size of the economy, China is or will be the biggest sales 

market for many companies.” (Junior Strategist) 

 “Currently, China is the biggest market from its market potential. It is the 

region where investments are done and funding exists.” (Senior Strategist) 

From industry perspectives, the size and sales potential of the Chinese market are the 

general reason for attracting foreign companies. Even non commodities and specialized 

products such as hydropower facilities experience demand. Besides the pure demand 

China is able to provide the funding for necessary projects. Investments in infrastructure 

are necessary to keep the speed of economic development to close the gap to developed 

countries and the West. This target is a driving force behind China’s development.  

 “First of all is there the belief in progress, the will to develop further, to 

compete to rise. But this changed somehow. ;egative effects get recognized 
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and they take them more serious. The awareness rises but it is always a 

tradeoff with what is necessary to develop.” (Junior Strategist) 

This statement implies a less developed awareness for environmental issues in China. 

Consequently raises it with further economic development. Negative effects play a 

minor role but importance will grow for future projects when the dependence from 

development decreases.  

 

Doing business in China 

Foreign companies often claim Chinese policies as unpredictable. Voith refuses the 

claim as this does not correspond to own experiences.  

“Chinas politics are predictable. Decisions and new legislation get 

announced in advance. The technology transfer was announced and that 

China uses the technology of the West. If companies do not want it, they 

should not go there. We assume that announcements about development 

cores are relevant for the own population and us as foreign partners.” 

(Senior Strategist) 

Announcement and plans are taken as orientation to plan business strategies and to 

estimate market tendencies. This does not mean that policies and legislation act in a 

favorable way for foreign companies. Especially the technology transfer is a crucial 

issue as it determines the long term prospects of whole industries. Foreign companies 

benefit from orders in the beginning. China and Chinese companies acquire knowledge 

and technology in a fast manner with negative long term effects for foreign companies.  

“It is easy to crib and to build up upon that. But we participate. China 

opens its market for our products but we need to transfer our technology. 

Short term that is a good business but the Chinese misuse that of course. In 

the long run we establish our own competitors […] It is self-evident that 

foreign companies’ get discriminated, China wants to catch up. Therefore it 

needs the technologies from the West.” (Junior Strategist) 
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The participation in the technology transfer and business in China is therefore a 

question of long term strategy. Awareness of the negative future aspects in terms of 

competition exists. This development and occurrence of Chinese competitors happens 

inside the boundaries of law and contracts. Ignoring the market and its potentials seems 

unreasonable. The entrance of one company in search of first mover advantages and 

monopoly rents already starts the cycle of technology transfer. In terms of market entry 

in China, hydropower is not covered by tight regulations like the automobile industry. 

All forms of market entry, including wholly owned subsidiaries are allowed. Constraints 

do not exist for hydropower. Nevertheless, the company states JV as preferable mode of 

entry and operations. This is due to perceived easier access to the market and local 

knowhow, as well as entry to networks. Legally, JVs are counted as Chinese companies, 

helping to get a Chinese face and greater acceptance. Lately, new entrance to the market 

experienced hindered conditions.  

“The Western positions got weaker. Often it is like that we can be happy if 

they do a Joint Venture and take us in. The relative weight ratio got 

displaced which causes minority Joint Ventures. We take the minority role 

to get the foot into market at all.”(Junior Strategist) 

Voith itself has positive experiences with their JV in China. Shanghai Electrics is their 

partner and does hardly interfere into business management. In their case, they face a 

different problem on the Chinese market, high employee turnover caused by low 

company loyalty.  

 

Government and legislation 

 “This sector is for sure dominated by the government. Even though most 

companies are separately listed on the stock market, the mother company is 

still public. Historically, the influence of the state decreases. There are 

certain core areas which are under public control. Electricity generation 

belongs to them.”(Junior Strategist) 

The special nature of the industry, being part of energy generation and therefore from 

strategic importance is present in the awareness of companies. China states a major 
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interest in the development and application of renewable energy sources. They follow 

the target to build own capacities and in this segment. European companies recognize 

governmental control and interests especially through the body of legislation which is 

relevant for hydropower (see table 4.2) Attempts to foster indigenous innovations from 

China are feared by foreign companied. They may not fulfill the criteria to be classified 

indigenous, leading to discrimination in public procurement processes.  

“The Indigenous innovation idea for public procurement seems mainly 

important for whole facilities, but less important for equipment sales and 

single components”. (Junior Strategist)  

In this case, large hydro is less affected than small hydro due to differences in contract 

awarding.  

 

Hydropower development 

 

“The further construction of hydropower depends on the stamina of 

government and people.”(Senior Strategist) 

Within the last five years, also Voith recognized the slump in orders and approvals for 

hydropower projects. But they expect it to be from only temporary nature, especially 

since the China’s 12th FYP, stating plans to reach 380GW installed capacity by 2020 

(see table 4.2). This target of nearly doubling the existing capacity within 10 years 

sparks the interest of European hydropower.  

“They really do what they plan. […] The plans are realistic, they are the 

result of expert consultation and do not come out of the sky. The two biggest 

Chinese competitors alone are able to produce about 10 GW per year and 

then there a many small companies. Then there is also us, Alstom and 

Andritz. They [Chinese competitors] even have overcapacities. Therefore 

they go into the international market.” (Junior Strategist) 
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Of course, companies hope to participate and benefit from the contact placements. Their 

enthusiasm and fascination is also shared by the academic side as the ambitious nature 

gets honored. The feasibility of reaching the target is out of questions due to past 

experiences with Chinese target setting and market knowledge.  

 “The Chinese hydropower figures sound incredible high at first. But the 

design speed in China at the moment is like that: every year 10GW installed 

capacity start to operate. Therefore, 190GW seem realistic. Every year, 

China does a project like the Three Gorges.” (Prof. Göde)  

The Chinese hydropower plans sound extremely ambitious even for the industry itself. 

Nevertheless, company’s take this figures not only as rough orientation, but as what 

they are called: actual targets. Favorable hydropower plans correspond to firms’ 

interests. 
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Table 4.2: Legislation affecting hydropower  

Governmental legislation                                                   
Environmental legislation Public procurement legislation Technology and development legislation 

- Renewable Energy Law (2005) 
• Art. 2: refers to water and ocean 

energy 
• Art.4: promotes construction and 

development 
Encourages participation 

• Art. 7: set long term volume targets 
• Art.11: technical standards for 

technology and  products  
- Medium and Long-Term Development 

Plan for Renewable Energy (2007) 
• Targets for installed hydropower 

capacity  
2010:190GW 
2020:300GW 

• Top priority small hydro 
• Target for installed capacity ocean 

energy 
2020:100MW 

-     Five Year Plans (since 2001) 
• Twelfth  (2011-2015) 

� Targets for installed capacity : 
2020: 380GW 

-Government Procurement Law (2002) 
• Art. 10: procure domestic products 

when available 
• Art.17: procure at lower-than average 

price, at higher efficiency 
- Economic Stimulus Package (2008) 

• Preference given to domestic products 
for public investments 

- Measures for Accreditation of National 
Indigenous Innovation Products (NIIP) 
• Qualification requirements as 

indigenous product  
 

- High-tech development program 863 
• Diversify China’s R&D efforts  
• New energy technologies included 

-Industrial Catalogue for Foreign  
Investment  
• Prohibited and restricted foreign 

investments 
- Five Year Plans  

• Twelfth (2011-2015) 
� Indigenous innovation drive 
      “Designed in China” 
� Strategic Emerging Industries 

(SEI) new energy, high end 
equipment manufacturing  

� R&D bases of foreign companies 
in China wished 

Sources: APCO (2010); Dewey& LeBoeuf LLP (2010); IHK Schwaben (2008); Industry Catalogue for foreign Investments (2007); 

Medium and Long-Term Development Plan for Renewable Energy in China (2007); Government Procurement Law (2002); The 

Renewable Energy Law (2005) 
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4.2.3 Strategy 

 

General strategies 

According to the Head of Strategy, hydropower companies apply cost and 

differentiation strategies as classical strategies, even in China. Differentiation is based 

on superior technology and distance in efficiency rates. Western companies differentiate 

technologically. Due to the alignment of efficiency rates and Chinese cost advantages, 

these pure strategies show their limitations.  

 

Europe’s strategy 

“In China, we used the classical strategy of differentiation. But the 

technological advance disappears due to overall developments in the 

efficiency rates […] We had an own project to the question competitive 

advantage of European hydropower. As means to stay competitive we 

identified standardization and changing cost structures to reach cost 

reductions. “(Head of Strategy)  

European hydropower plans a change in strategy away from pure differentiation to a 

stronger cost focus. This might have two affects. On one hand, the cost reduction will be 

realized as less time and other resources are invested. On the other, the previously 

happened alignment of efficiencies between competitors gets amplified by an alignment 

of technology. Europe’s technological advance and core competences reduce then even 

further. In the small hydro segment, where turbines are already partly standardized, 

companies face a stronger competition, primarily based on costs. The academic side 

rejects the idea of standardization with regard to existing expertise.   

“It is all about tailoring the design and the material. So, design and material 

when you count this together, the Chinese will be the second technologically 

[…] I tell everyone who asks me about this, standardization is your death. 

Standardized products are perfect to copy. ” (Prof. Göde) 
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These different interpretations of standardization and its effects constitutes not only of 

fundamental different results.  It also illustrates the dilemma between technicians and 

economists and their contrary solutions for the same problem. One issue in terms of 

competition and cooperation within European hydropower got already solved. The 

companies form consortia with each other in order to win tender.  

“For bigger projects we often establish consortia together with Alstom and 

Andritz. Within this consortium, each company takes one position as 

financial, technological or project leader. This is because the risks and costs 

are too high for a single company to bear.”(Head of Finance Ocean 

Energy) 

In smaller projects, the companies still act as competitors. Differences in the sourcing of 

the European hydro companies exist leading to slight differences in the pricing. Alstom 

executes a huge share of their value chain activities in China, where it built its largest 

production facility for hydropower15. At Voith, value chain activities take place in 

China, but also Germany and Brazil.  

 

China’s strategy 

  

“We have a huge problem with the Chinese competition. They have 

extremely aggressive prices and price quite low, sometimes 40% under us, 

mainly 10-20% for nearly identical products. And of course, they have the 

funding.”(Junior Strategist)   

The Chinese strategy shows two threats for European competitors. Firstly, the price and 

cost advantage of Chinese companies are out of scope for Europe. Even though profit 

margins are estimated to be lower, price is a decision making factor, especially for other 

developing countries. Secondly, China provides funding for projects, European 

competitors cannot offer. This enables countries to invest into hydropower facilities and 

getting a loan simultaneously. The offered funding also favors the going out of Chinese 

                                                             
15 (Alstom China Hydro Backgrounder, 2010) 
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companies to international markets and to bid for international projects. As result, 

companies face more competition and buyers more variety of offers and offeror.  

 “China has a multitude of hydropower companies. The larger ones hardly 

drag behind. The small ones come often from the village. In terms of quality 

defects it depends on the interplay between how cheap the facility got and 

what the political prospects of suing the contractor are. Hydropower is a 

once performance. The buyer requests something new earliest 30 years 

later.” (Senior Strategist)  

As stated, lower quality is primarily a problem for small hydro. Larger companies apply 

higher standards. The difference in quality results from the two directions engineering 

knowhow and material. Chinese companies process Chinese steel, which Europe views 

as low quality. The engineering lacks the detail knowledge and expertise. To minimize 

these differences, China uses technology transfer and its policies.  

“China builds the large ones [turbines] partly themselves, the design they 

do also partly themselves. But as all systems are tailored, we have the 

advantage that the Chinese do not know all details […] To get the 

knowhow, China buys a certain amount of machines for a plant and copies 

the rest. China is not as good at tailoring as the others.”(Prof. Göde) 

To classify the Chinese hydropower strategy, the special nature of China as emerging 

market is still important. In his personal opinion, the Junior Strategist values the 

economic policies of China. Nevertheless, he also shows awareness of the overall 

situation in country.  

 “China is still extremely poor and a developing country. There are huge 

disparities between the East and the West of China […] Considering 

China’s economic development, China pursues a successful economic 

policy. But the growth is build upon investments. China’s export surplus is 

critical in the long run. The people participate below average. “(Junior 

Strategist) 

Following this statement, China remains an emerging market with its distinct features 

and business impacts the next years.  
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5. Analysis 

 

"Companies that choose new markets systematically often use tools like 

country portfolio analysis and political risk assessment, which chiefly focus 

on the potential profits from doing business in developing countries but 

leave out essential information about the soft infrastructures there." 

(Khanna et al, 2005, p.65) 

 

 

5.1 Analysis model 

 

In the section about market assessment, different models and concepts got introduced. 

Thereby it was recognizable that every model alone lacks completeness to assess a 

complex market, or in the words of Tse “the world’s most complicated and competitive 

market” (2010, p.97), China. In order to ease the analysis and avoid double assessment 

of related categories in different models, this is a attempt to combine three models with 

different foci: Luo`s integrated entry mode selection model (Luo, 1999), Porter’s 

national diamond (Inkpen & Ramaswamy, 2006) and his five forces framework (Grant, 

2010). The choice was carried out to cover most relevant areas of the Chinese market, 

find a maximum of intersections between the concepts and to account for the academic 

and practitioner’s popularity of Porter concepts. The resulting compound model still 

shows high complexity (Figure 5.1). While the conception of the integrated entry model 

centers the market entry, the compound model is used to analyze the Chinese market, 

identifying potential projects. Projects in that sense mean opportunities, which might be 

turned into projects.  

For the purpose of understandings, some clarifications about the construct are 

necessary. Actually, the model leads to three dimensional analyses. The national 

diamond is a tool for country analysis and consists of a macro perspective. The middle 

layer or meso perspective is built by the Five Forces and their focus on a specific 

national industry. For the micro perspective accounts the integrated entry model, paying 
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attention to a specific company.  What might seem incompatible due to its different 

level foci has an intersection. All concepts represent company’s view of an issue of their 

interest. Concretely, this means examinations of the industry already examine the 

specific industry to operate in, no matter on which level of analysis. Same is valid of 

buyer/demand and supply. While overall assessments of total population and all existing 

suppliers might generate statistic data, company analysis focuses on relevant buyers and 

suppliers, limiting the amount and results in a common direction.  

To combine the models visually, it is necessary to rearrange their order. In case of 

Porter’s Five Forces means it to break the vertical and horizontal competition off. 

Porter’s equilateral diamond gets distort. For the purpose of clarifying it further table 

5.1 illustrates the content of the original categories and establishes common definitions.  

Thus it appears that Luo’s country and industry specific factors are umbrella terms, 

covering several dimensions of the other models. Country specific factors include factor 

conditions, government, buyer/demand conditions from the others models. Industry 

specific factors account for the dimensions industry/ rivalry, as somehow included in all 

models and the supplier side. Substitutes are an explicitly named force in the Five 

Forces model, but do not find further mention in the others. Theoretically, substitutes 

could be added into the industry category, as they are indirect competitors. At the same 

time, substitutes are connected to buyer’s price sensitivity for goods/services and 

influence buyer behavior, referred to as vertical competition. As substitutes cannot be 

clearly assigned, they stay as their own category. Chance, as included in the National 

Diamond, is a factor always existing and finds therefore no additional mention in the 

model. For the sake of completeness, chance is included in the table.  

To the left, Luo’s model is situated, connected to Porter’s five forces to its right. The 

national diamond is located underneath both models, connecting to both models. Two 

central points, which link all three models, get visible: the industry setting and buyer/ 

demand. This fits to the Blue Ocean idea in that way as Blue Ocean uses the increased 

consumer value and demand creation as central prerequisite to create a new ocean. The 

industry can be used as synonym for competition and often a Red Ocean. To create a 

Blue Ocean and demand, it is necessary to know the status quo and what exists in the 

industry to find opportunities to establish something missing or beyond the industry 

boundaries.  
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Figure 5.1: Compound model of market assessment (own construction)  

 

The purpose of this model alignment is to offer a single but comprehensive model to 

analyze national markets, accounting for the special features and issues of emerging 

markets as well as developed markets. It does not provide new insights into market 

assessment, which did not exist before. However, it provides an overview and 

combination of existing knowledge which might help to reduce complexity and work 

load. The practicability is tried in the course of the analysis chapter.  

 

 

Threat of 
Entry 

Supplier 
Power  

Threat of 
Substitutes 

Buyer 
Power  

Industry 
rivalry  

Project specific 
factors  

Industry 
specific factors  

Firm specific 
factors 

Country specific 
factors  

Entry modes 

Factor  
conditions 

Supply 
conditions  

Industry 
conditions 

Demand 
condition 

Government  

 

Project specific 
factors 

Industry 
specific factors 

Firm specific 
facrors 

Country 
specific factors 

 
Substitutes 

Entry modes/ 
barriers 



What is the color of Chinese water? Challenges and opportunities for European hydropower  
                              Julia Seidel | Linköping University | Master Thesis  

55 
 

Table 5.1: Comparison of model content (own compiled version)  

  Integrated Entry Five Forces ;ational Diamond Model 

Firm specific 
factors 

Strategic objective     Adopted from integrated 
entry Type of inter. Strategy 

Firm experience 

Firm resources 

Nature of knowledge 

Project 
specific 
factors 

Project size     Adopted from integrated 
entry Contractual risks 

Investment commitment 

Project orientation 

Partner availability 

Entry mode/ 
barriers 

Entry mode Capital requirement     

Scale economies   

Cost advantage  Entry mode 

Differentiation Entry barriers 

Access to distribution Requirements (capital, 
legal) 

Legal barriers   

Country 
specific 
factors 

Market demand     Including the dimensions 
factor conditions, 
government, buyer/ 
demand conditions and 
risks 

Cultural distance 

Infrastructure 

Government policies 

Property rights 

Risks 
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Industry 
specific 
factors/  

Entry barriers Concentration Local rivalry Including the dimension 
competition and 
competitors, supply  

Competition Competitor’s diversity Strategies 

Structural uncertainty Differentiation Competitors  

Relations with buyers  Excess capacity Imitation 

And suppliers Cost conditions  Investments 

Supply 
conditions  

  Price sensitivity Supply quality Relationship to supplier 

Bargaining power Sophistication Supply quality 

    Sophistication  

    Supplier power 

Buyer/ 
demand 
conditions 

  Price sensitivity Demand quality Relationship to buyer 

Bargaining power Sophistication Sophistication 

    Buyer power 

Substitutes   Buyer propensity   Adopted from Five 
Forces Price and performance 

Factor 
conditions 

    Raw materials/ inputs           
 

 Adopted from Diamond 
model 

Labor 

Infrastructure 

Know how 

Capital  

Government     Property rights  
Adopted from Diamond 

model 
Legal system 

Policies  
Political stability 

Chance          

 

 

Source: Luo (1999); Inkpen & Ramaswamy (2006); Grant (2010)
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5.2 Model application 

 

5.2.1 Project specific factors 

 

The purpose of this study includes the identification of challenges and opportunities 

which might get turned into a Blue Ocean for European hydro. Concrete opportunities 

offer project chances. As it is the aim to identify them, they are unknown now and can 

therefore not be analyzed in terms of their project specific factors. 

 

5.2.2 Firm specific factors 

 

For their general business operations, European hydro refers to the conventional 

business wisdom of Porter’s generic strategies. In detail, they apply technological 

differentiation as long expertise and knowhow for tailoring equipment builds their 

competitive advantage. As results of higher efficiencies, they settle at the high end, 

requesting premium prices. Competitors from emerging markets settle at the low end 

due to cost advantages but lower technical competences. This implementation by the 

companies fits Ghemawat and Hout’s (2008) scientific view. At the same time, it 

conflicts with e.g. Khanna et al, (2005) and Ambler et al, (2008) refusal of standard 

strategies for emerging markets.  

Since the 1980s, efficiency rates increased up to 95% for hydropower turbines16. As the 

natural limit are set at 100% efficiency. According to company’s statement and various 

studies, no major technological breakthrough or efficiency increases are expected17. Due 

to technology transfer and generated own expertise (Chang et al, 2010; McDonald et al, 

2009), Chinese competitors closed the gap of difference in efficiency rates to 1%. 

Existing price premiums of 10-20% seem no longer justifiable for customers. To 

                                                             
16 Efficiency Kaplan and Francis turbines can reach 
17 Increases in turbine power are still possible. Currently, the strongest turbines have 700MW but 
increases to 1000MW are possible.  
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address this problem, Europe tries to break the cost/value tradeoff by standardization 

and routinization, remaining or increasing efficiency while changing the cost structure 

(Voith; Alstom HydroChina Backgrounder, 2010). The underlying idea relates to the 

principles of Blue Ocean, increased customer value at lower costs. Even though it seems 

tempting to call it a Blue Ocean, business process optimization18 through process 

standardization is a standard strategy. It aims at staying competitive but not at finding 

new market opportunities.  

Prof. Göde phrases a strong claim: “Standardization is your death”. This shows 

incongruent views about future strategies and success factors.  Further, it implies an 

internal focus rather than customer orientation for the firms.  European hydro applies 

reactive strategies, building upon conventional business wisdom. What had led to 

success in the past, could lead to strategic inflexibility in the present and future. A 

strategic renovation is a prerequisite not only to sustain on the Chinese market, but also 

for overall business.   

 

5.2.3 Entry modes/ barriers 

Contrary to most literature, European hydropower companies did not recognize direct 

entry barriers or forces to select a certain entry mode. An explanation provides the fact 

that Europe’s hydropower industry has business contacts with China, dating back into 

the early 20th century. Market entry is therefore no absolutely new topic.  

According to Voith, the reason to enter preferred into JV arises from two directions. 

The first one includes the Chinese business culture and need of guanxi respectively 

contacts, as extensively explained by Ambler et al (2008). The Junior Strategist phrased 

it short as getting contacts, getting into networks, benefitting from local knowhow. In 

other words, companies use their Chinese partners to build local acceptance and 

reputation on the Chinese market. Further, JV are categorized as Chinese companies 

legally (IHK Schwaben, 2008), reducing the pressure of procurement laws.  

                                                             
18 Unlike business process reengineering, which tries to achieve radical changes and fundamental 
rethinking (Grant, 2010), business process optimization is a incremental attempt to optimize processes, 
taking existing constraints into consideration  
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The second reason steams from legislation, which is not entry related. In order to win a 

tender, China often set the condition to produce some parts demonstrating a Chinese 

company the technology. This policy is part of the technology transfer. Luo (2002) 

called it the shift from entry intervention to operational interference. In this way, 

companies get introduced to potential partners. In order to limit the spread of knowhow, 

European hydro often decided to use these partners as long term partners, forming 

ventures. It can be said while no explicit forces exist to make companies establish JV, 

implicitly companies benefit from this entry mode.  

It works probable against Western intuition that the Western position got weaker in case 

of JV foundation. New entrance might face problems finding a venture partner or have 

to accept the junior partner role. But, while Western companies still need local guanxi to 

enter and establish in China, do many Chinese companies catch up, building a strong 

position in China and capacities to enter abroad markets. Nevertheless, the threat of new 

entrants is limited, as the industry is capital and knowhow intensive, covering long time 

spans and requiring long term capital commitment. Besides that, all big Western 

companies already operate in China, making new entrance for large hydro unlikely. For 

small hydro, new entrance are more likely due to higher degree of standardization. 

Further, Western companies may enter with the aim of outsourcing or offshoring 

production to reduce costs.  

 

5.2.4 Country specific factors 

Factor conditions 

Classical business theories distinguish between ground, labor and capital as input 

factors, in newer versions also adding know-how. As raw material input factors for their 

industries depends hydropower on the two factors water and steel. Both factors exist in 

China in huge amounts. While Chinese companies use own steel produced in China, 

European companies revert to other steel sources due to higher quality.  

The underdeveloped power infrastructure is the reason, why more hydropower projects 

are needed. Problematic is the factor labor. Even though Chinese has a huge population 

of 1.3 billion, a certain war for talents and qualified staff is bemoaned. This constitutes 
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also in higher turnover rates interpreted as missing loyalty. Higher positions are mainly 

occupied by other nationalities.  

In case of knowhow, companies bring their own knowhow in form of patents, expertise 

and references. The local knowhow, foreign companies wish to acquire, are market 

knowledge, contacts and market access. On the capital side of factor condition, China 

restricts the foreign companies to 66% of debt funding for project’s cost of capital 

compared to 80%, restricting therefore also the return on investment of projects. 

According to Pittman and Zhang (2008) is the return on investments for such 

infrastructure projects generally narrowed to 12-15% by the Chinese government. As 

for other private companies, the access to capital at capital markets is restricted for 

foreign companies (Linton, 2006).  

Government 

The government is probably the most important factor in the Chinese market, as it 

influences all other factors to certain extend. This importance, widely documented in the 

literature (e.g. Shenkar 2005; Ambler et al 2008; Luo 2002) is also feasible for 

European hydro and business in general. Not only is the amount for legislation and 

restrictions great, as for instance shown in table 4.1. But the political system and areas 

of responsibility are also extremely complex. Pittman and Zhang (2008) name the 

system intransparent, time consuming and costly due to approval on different 

governmental levels and agencies. As result of this complexity, the Economist (2004) 

puts a strong claim, calling the system “rule of man rather rule of law”. Ambler et al 

(2008) broach the issue saying that only because Western world understands an issue as 

immorally does not mean it is understood as immorally in the rest of the World. 

Different opinions about the weight of rule and man are primarily cultural based. 

Reasoning is backed up by own norms and values, which are culturally dependent. To 

succeed in China, not only awareness and tolerance but also joining the system seems 

necessary to build and benefit from guanxi.  

European hydro views China’s policy and government as highly predictable. Policies 

get announced in advance, hidden agendas do not exist as it is widely known that the 

policies aim at technology transfer and strengthening of domestic value chain activities. 

Targets and plans for hydropower show a high continuity and demand. Further, 
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European hydro started internationalization to China comparably early in the beginning 

of the 20th century. Evolving experiences and contacts might therefore ease the situation 

for hydropower, compared with other industries. 

 Discrimination of foreign companies in favor of Chinese competitors is recognized. 

Interestingly, a Voith employee relates public procurement practices in China to 

European ones, saying that Europe would apply similar behavior in this area. In case of 

hydropower takes the Chinese government active political influence. The aim is to 

encourage and develop an own industry to reduce dependency from foreign 

technologies and firms. (RELaw, 2007) Effects are not only feasible in the long run, but 

already in the present. Emerging Chinese competitors are able to realize national 

projects, backed up by the Chinese “going out policy” and funding. They started acting 

globally. It is therefore to say, that while the government does not actively discriminate 

or restrict Europe’s business its policies follow indirectly the same purpose. Finally, 

APCO (2010) identified “Strategic Emerging Industries” which will be the primarily 

future focus of Chinese’s government activities. As hydropower is covered in these 

SEIs, the importance, interference and amount of legislation is not expected to decrease.  

 

Buyer/Demand conditions 

Hydropower, as part of electricity generation belongs to the business to business market 

(B2B). Buyer and demand differ therefore in the way that electricity generation 

companies are the buyer of facilities and equipment. The demand for the end product 

electricity exists in industry, agriculture and private consumption. Alignment of the two 

comes through the factor government and their regulation of energy supply and demand. 

Currently, they are in a mismatch. Power cutoffs are rather rule than exception, even if 

the own industry production suffers as energy demand exceeds energy supply. The 

rising overall energy demand in combination with China’s CO2 reduction targets favors 

renewable energy demand. (FAZ,11.10.2010). The actual demand and rise in 

consumption get limited and regulated by the government. In terms of hydroelectric 

power, the International Energy Outlook characterizes the following development:  
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“China’s aggressive hydropower development plan is expected to increase 

hydroelectricity generation by 3.9 percent per year, almost tripling the 

country’s total hydroelectricity generation by 2035.” 19 (EIA, 2010, p.98) 

 

While the demand is constantly rising, buyer’s bargaining power and price sensitivity 

do not completely exist as forces. As stated in the procurement law art. 17, lower-than-

average-market prices are required, emphasizing the price sensitivity. Simultaneously, 

high quality and efficiency are requested. Bargaining as such does not take place as 

contract awarding is based on tender winning. Selection is carried out according tender 

regulations and a criteria catalogue (Art. 26-32, procurement law).  The bargaining 

power of buyers, speak electricity generation companies and public entities, is high due 

to political linkage. Dissatisfaction of buyer might lead to negative reputational effects, 

while positive experiences might promote a company and encourages follow-up 

businesses, as wished by European hydro (FAZ, 18.06.2010). 

 

Risks 

Historically, political risks are the hugest risks in emerging markets. As Business 

Monitor International states in 2011, it is less developed in China due to political 

stability and continuity in the one-party system. But while overall political stability 

seems warranted, risks produced by the political system, such as operation interference, 

legislation changes and discrimination may occur. A stronger focus on indigenous 

innovations and buy in China will favor Chinese competitors stronger. Even though the 

industry does not expect any problems in that field, changing public and political 

attitudes towards hydropower might slow down or even abolish projects. The so called 

“hydropower ban” and “lost five years” have been only from temporary nature for 

companies, but rising refusal would affect all industry players.  

Pei (2006) stated “And corruption is worst where the hand of the state is strongest. The 

most corrupt sectors in China, such as power generation […].” (2006, p.37)  Also other 

sources, such as the Economist or Yang (2007) emphasize this issue. Corruption leads 

to increased intransparency and disadvantages legally operating competitors.  
                                                             
19  In 2007 China generated about 450 billion kWh from hydroelectric power. According to the IEA 
outlook 2010 will this number rise to 1,250 billion kWh in 2035, which shows an almost tripling. (p. 13)  
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Other risk areas are changing world market prices for iron and steel. As stated under the 

subitem supply, hydropower is vulnerable to rising steel prices. This could have 

negative influences on cost structure and margins. Weaken position was also named for 

foreign companies entering the Chinese market are being on the search for JV partners. 

This could function like a barrier of entry for new vendors who either have to accept the 

role as minor partner or need to take costs of establishing wholly owned subsidiaries 

without benefitting from   partners market knowledge and guanxi.  

 

 

 

5.2.5 Industry specific factors 

Industry situation 

According to the Head of Strategy experiences Chinese hydropower industry 

competition based on aggressive pricing and technological superiority. A certain 

disadvantage for non-Chinese competitors exists in the way, tenders get announced. 

This happens nearly exclusively in Chinese language and Chinese speaking newspapers 

making it harder for foreign companies.  

Hydropower experiences no free market competition due to previous mentioned 

reasons. While the foreign enterprises are privately owned, are the Chinese competitors 

public or stand under strong public influences. This interferes into market conditions as 

state owned enterprises (SOEs) are suspected to offer at unreasonable low price as they 

face no commercial pressure to generate profits (RELaw, 2007). Further, the state 

encourages its own industries by policies as the procurement law and eased access to 

funding (Dewey & LeBeouf LLP, 2010; Linton 2006). The quest of Art.17 procurement 

law to select lower-than-average bids with higher quality and efficiency might lead to 

the selection of inexperienced companies, using untested technology, questionable 

quality and underestimate real costs, fears RELaw, 2007.  Europe doubts the quality of 

Chinese competitors for none standardized solutions, as stated by Prof. Göde and others. 

While Dewey and LeBeouf LLP see short experiences of Chinese companies, do 

Chinese authors emphasize the long own experiences of 50 years. Even stronger they 

name the strong capacities for independent design, construction and equipment 
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production for all scales and technologies. (Chang et al, 2010; Yang, 2007) This 

different opinions and the tailoring of most facilities hamper comparability of offers as 

hydropower is no commodity. All companies competing on the field of large hydro 

operate globally.  

Due to hydropower’s maturity and only limited potential for future improvements, price 

competition increases. Additionally, a comparably new phenomenon of the last years is 

that Chinese companies operate internationally. This development was favored by 

China’s going out policy and is especially successful in other developing countries. The 

success factors behind lies in the funding offered by China, aid without conditions 

together with resource seeking activities (McDonald et al, 2009). Zeng and Williamson 

discussed the issue of “hidden dragons” already in 2003. As summing up, Voith calls it 

political and cultural nearness advantages in combination with resource seeking.   

 

Supply 

China’s aim, stated in several laws and reports, is to transform into a major production 

base for renewable energy equipment (Dewey& LeBoeuf LLP, 2010, p. i). According to 

the same source, the NDRC expects most equipment supply to be indigenous 

innovations by 2020. This implies that suppliers and/or intellectual property rights 

originate from China. Historically, European hydro produces mainly within the 

companies’, keeping control over value chain activities, but realizing them globally 

located. To meet Chinese plans, more value chain activities than just production need to 

be relocated to China. As acknowledged by Voith and in their own Hydro China 

Backgrounder is Alstom already largely positioned in China.    

The major supply needed for hydropower is steel as input factor. As an employee at 

Voith phrases it “The players in hydropower have only low bargaining power compared 

with the steel industry which is a major supplier for hydropower, but hydropower is 

only one customer out of many.” China has the worldwide largest steel industry, but 

also international companies from Europe, India or the US act on the market. 

Fluctuations in world prices and at stock exchanges influence this dependency even 

further.  
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5.2.6 Substitutes 

 

In economic theory, substitutes are defined as something performing the same task as a 

certain product or service and being therefore able to displace or reduce its value from 

buyer’s perspective (Grant, 2010). In case of energy generation via hydropower, 

substitutes are other sources of energy, consisting of the categories fossil, renewable 

and nuclear. As all of the models categories, substitutes and their caused threats get 

heavily influenced by the government and its policies. As already stated above, political 

energy and environmental targets, factor conditions in terms of input factors and 

infrastructure20, as well as political approval and changing attitudes affect substitutes.  

The usual price-performance measure for alternatives or substitutes finds only limited 

application in terms of energy generation and China.  The reason behind it lies in the 

missing market mechanisms. (RELaw, 2007) Energy prices get determined by 

authorities of the State Council. Excess costs for renewable power are to be shared in 

order to promote renewable generation, as stated in The Renewable Energy Law,. 

Further, the government sets long term price guarantees, falsifying competition. 

Assessing the energy sources from pure economic view points, fossil fuels are subjects 

to fuel price changes. Nevertheless, investment costs and costs per unit generated for 

renewable extend energy costs from fossils greatly. Only hydropower is able to compete 

in terms of price, while performing the highest efficiency. This illustrates that classical 

substitute forces get partly irrelevant. Also the buyer’s propensity is determined by 

internal long term planning and governmental incentives/ approvals and therefore no 

classical force. Additionally, long term cycles and capital commitment reduce 

possibilities of short/ midterm substitution.  

One possible substitute for own electricity generation could be electricity import. But 

this contradicts to the Chinese paradigm of energy security and independence. Hence, 

even though substitutes exists, they affect less as competitive force but constitute more 

the changing the political direction of China. Missing market mechanisms and 

                                                             
20 As hydropower requires watersides, solar energy is only efficient at high sun intensity and high amount 
numbers of sun hours etc, natural conditions determine renewable energy heavily.  Most fossil fuel and 
biomass as input factor are transportable at rising costs. Further, it includes grid and energy transport 
issues.  
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promotion plans vanish the threat as factor conditions, infrastructure and the 

government dominate the decision about electricity generation sourcing. Due to energy 

security, most countries apply an energy mix, selecting the source according to 

availability and appropriateness. This makes it necessary to use substitutes, too.  

 

 

 

5.3 Extended Blue Ocean model 

 

As mentioned in the limitations, the Blue Ocean model shows two major drawbacks in 

terms of its real case applicability. The first one is its oversimplification to only two 

options. The second is that it is static, neglecting development processes within oceans. 

To account for these drawbacks, it seems necessary to extend the existing Blue Ocean 

model with a third option to overcome the black and white thinking and raise dynamics.  

A newly created Blue Ocean will not stay as such for eternity, as growth and profit 

options will attract new vendors entering the market (Burke et al, 2010). As stated by 

Clark (1961), competition is a dynamic process and so is its evolution, it can increase or 

decrease in a given setting. The occurrence of one or even several vendors does not 

automatically turn the water red. Market entry per se does not guarantee performance 

and success (Johnson & Tellis, 2008). To help illustrating this argumentation let us 

consider the life cycle of industries with its distinct phases21. During the introduction of 

a new industry a Blue Ocean creation takes place. New market space without or only a 

few companies gets occupied. In the following growth phase, competition increases, 

while companies enter the market, others exit. Successful Blue Ocean defense is a 

theoretical option with limited likelihood in real situations. As industries evolve, they 

reach the maturity phase, including market saturation and high competition. In other 

words, the Red Ocean occurs. In this situation, two developments can happen. 

Industries follow their natural life cycle, leading to the decline phase, they can try to 

extend their industry life cycle or create a Blue Ocean from within the red one.  As the 

                                                             
21 Adapted from Jovanovic& MacDonald (1994) 
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example shows, the development from blue to red or vice verse happens in the process 

flow and not in sudden jumps.  

To construct a dynamic connection between the oceans and to continue with Kim and 

Mauborgne’s semiotic descriptions, the suggestion is a “purple river” as link. Purple 

originates from blending the colors blue and red, while the river symbolizes movements 

and dynamics without giving it a predefined direction of flows. The intensity of color is 

determined by the processes within the industries and oceans and their distance to the 

particular oceans. Innovation, liberalization and the development of Blue Oceans from 

within a red one tint water bluish. Emerging restrictions, increasing competition and 

commoditization of products and services lead to the opposite processes.  

 

 

 

 

 

 

 

 

     Figure 5.2: Extended Blue Ocean model (own construction)  

 

5.3.1 China’s ocean 

 

The results from the previous model analysis are now applied on the above introduced 

extended Blue Ocean model to determine the Chinese market as such. As mentioned in 

the frame of reference, China per se is no Blue Ocean. It is neither an untapped space, 

nor free of rules and regulations. Simultaneously, China is no total Red Ocean. Growth 

rates and profit margins vary between firms and industries, but are often not low at all, 
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and competition is increasing but not bloody red. China as a country is located exactly 

in the dynamic purple. Depending on its current political moves for specific sectors, it 

moves towards one or the other ocean. To illustrate this point further, the liberalization 

and opening of markets is a step towards blue, while the “buy Chinese” and the 

preference of indigenous products go into the opposite direction22.  

 

 

5.3.2 Ocean analysis hydropower 

 

As generally agreed upon, hydropower is a matured industry (Auer, 2010). The 

development of new geographical markets and upgrading of existing facilities prevent 

the industry from decline. The development potential in Europe and many developed 

countries is exhausted (IEA, 2010), but developing countries offer new projects and 

even growth rates. Price competition exists, but does not determine as exclusive factor. 

In the course of CO2 reduction and favoring renewable energies, hydropower 

experiences a positive development currently. It can be said that hydropower flows into 

the bluish direction, but not reaching the Blue Ocean.  This is valid for both, global 

market and China for short and midterm time horizons. One implication is that a long 

term strategy and focus are needed to allow technical differentiation but does not 

immediately lead into cost competition. The best case solution would be a Blue Ocean 

creation as future strategy for European hydro.  

As stated earlier, a standardization strategy based on cost reduction will hardly lead to a 

Blue Ocean. Europe is unable to compete against China in terms of cost, but in terms of 

environmental and technical progress. Based on this progress and their core 

competences in turbine making, Europe needs to work on a technology, utilizing these 

two factors. The Four Action Framework is a tool to systematically identify Blue 

Oceans (Kim & Mauborgne, 2005) and will therefore be applied at hydropower at this 

point. As stated in chapter 2.1, the model views on the vertical line already existing 

factors, which can be raised or reduced compared to the industry standard. In the 

horizontal line, it focuses on factors that can be eliminated as they are not necessary for 

the function and factors that could be created to improve utilization.  

                                                             
22 Foreign company perspective  
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Thinking about factors to eliminate, the problem of relocation of humans and flooding 

of their settlements causes major concerns. Their elimination would improve reputation 

of hydropower. At the same time, it stays a technology with the prime advantage of 

producing clean energy through the utilization of existing water reserves. Currently, 

only flowing water or head of water were used for energy generation. Huge water 

reserves in form of oceans and salt water got neglected as technology and materials of 

conventional hydro could not meet the different requirements. The industry would 

benefit from raised overall utilization of water resources through the application of 

suiting technologies. As oceans are in a constant flow which is independent from heads 

of water, water basins and dams become redundant23, reducing the visibility of facilities 

and their overall size. The result of those actions is the creation of a new type of 

hydropower based technology, utilizing ocean water reserves. Geographically, this is 

only possible at coastlines, islands and facilities within the ocean, creating energy for 

these places, which have often no access to other sources of energy in satisfactory 

amount. Ocean energy seems to constitute a Blue Ocean for the hydropower industry 

(figure 5.3).  

It can be divided into tidal and wave energy as source of electricity generation. These 

categories cover various technologies in experimental or research phase. Some testing 

facilities already exist or are in their construction phase, but Voith Ocean Energy 

expects the market entry of the first commercial facilities not before 2015. This 

constitutes the technology as mid to long term strategy. Currently, it is a primarily 

European topic of interest allowing experience curve effects and first mover advantage. 

Due to different natural conditions, tailoring and customization will play an important 

role, using Europe’s core competences. Additionally, it seems possible to remain certain 

multifunctionality, depending on the specific technology. Ocean energy is based on the 

positive sides of hydropower while addressing and eliminating its concerns at least 

partly. These benefits, shown in figure 5.3, emphasize further the value driven part of 

the Blue Ocean strategy. Additionally, the concept focuses on cost reduction to break 

the cost/value tradeoff. According to the Head of Finance at Ocean Energy is the 

technology not competitive in terms of price yet, due to its early stage in development. 

The future costs will be determined by the chosen technology, its level of sophistication 

                                                             
23 Depending on the concrete hydropower technology, various kinds of facilities are still 
necessary.  



What is the color of Chinese water? Challenges and opportunities for European hydropower  
                              Julia Seidel | Linköping University | Master Thesis  

70 
 

and the facility location. Estimations from expert sides state the commercial phase 

production cost will reach competitive level at simultaneously lower externalities24.  

 

   

 Figure 5.3: Four Action Framework for Ocean energy (own compiled version) 

 

 

5.3.3 Ocean energy in China 

 

“China has enormous ocean energy resource, the application and 

development of ocean energy will take up important place in future energy 

structure" (Liu et al, 2011, p.1090) 

 

The relevance for the Chinese market is ambivalent. A first testing facility was built in 

1958. Some more micro facilities followed the next years, but it stayed in its infant 

stage of development. (Liu et al, 2011) According to Prof. Göde none of them worked 

for more than some years, due to their immature technology. But it shows early interest 
                                                             
24 The Ocean Energy Council refers to costs between 4 to 5cent/ kWh for wave energy in Europe. This is 
within the same price range as wind energy or hydropower in Europe. 
(http://www.oceanenergycouncil.com/index.php/Wave-Energy/Wave-Energy.html) 
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from the Chinese side. Lately, authors like Liu et al (2011), Peidong et al (2009) and 

Yuan and Li (2011) explain the value of ocean energy for China. The NDRC also 

indicated interest, setting an ocean energy target of 100MW for 2020 in the “Medium 

and Long-term Development Plan for Renewable Energy”.  According to Yuan and Li 

(2011) the national Hi-tech and R&D program includes research on ocean energy as 

future technology. They further state interest of two state owned power generation 

enterprises. The utility of ocean energy for China explains Liu et al (2011) with the 

unequal distribution of energy sources and demand within the country. The higher 

developed coastal regions depend on energy transport to meet their energy demand. 

Ocean energy would help to improve local supply. China’s coastline has a length of 

18,000km, offering high theoretical potential for ocean energy. Yuan and Li (2011) 

argue with 870,000 coastal households without electricity which would benefit. Table 

5.2 contains the potentials.  

 

Table 5.2: Theoretical ocean energy reserves China per source in GW 

 
Source: Peidong et al (2009); Innovation Norway (2010) 
 
 
It is worth mentioning that a certain bias exists when discussing potentials for energy 

sources. The head of strategy at Voith expects ocean energy to reach one fifth or even 

just one tenth of the installed capacity of conventional hydro. Prof. Göde calls it peanuts 

compared to conventional hydro, emphasizing the difference between potential and 

power. At the ocean energy department, China is not a topic, yet. Missing governmental 

promotion is the reason, which might be only of temporary nature. Currently, only 

Great Britain constitutes governmental support for ocean energy technologies. Mid-and 

long term forecasts from Greenpeace show a different future situation. While Europe is 

on the leading edge of development, is China likely to become a principle utilizer, as 

shown in figure 5.4. The negative assessments of ocean energy could result from two 

reasons. First, supporters of conventional hydropower know about the importance of 

 Theoretical reserve per source in GW 

Studies tidal wave marine current salinity 

Peidong et al. 190 12.9 139 125 

Innovation 
;orway 

110 23 139 110 
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their technology and do not see ocean energy as upcoming technology or even 

competing technology for the future. The second reason is more China specific. As 

technologies are still in their research phase, the search for future sales market is 

currently less from interest. Since the Chinese energy generation is state dominated, 

governmental targets and documents provide guidance about the political view. Because 

hardly any specific statements and targets exist for ocean energy in China at this point, 

interest and importance seem limited. 
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Figure 5.4: Forecasts Ocean Energy China and Europe  
Source: Greenpeace Energy Revolutions (2010) 
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Summary of the analysis  

Summing up the major findings from the analysis, it can be seen that “government” is 

the factor not only interplaying but dominating most other market factors. The lack of 

free market forces, liberal legislations and position of SOE complicates the situation for 

foreign companies. Classical industry forces play a minor role as they get determined by 

the government and its policies. This emphasizes the special emerging market feature 

for China. Further, the analysis proved the importance of Western technology and 

knowhow for the Chinese economic development and catching up. This can be seen as 

both, attraction of foreign vendors in their market seeking and basis for successful 

technology transfer for Chinese. Classical claims of violating intellectual property rights 

and copying are somewhat unjustified. Technology transfer policies are known as well 

as their purpose to establish own industry and indigenous innovations. China already 

evolved from “pure copying” to own R&D, reducing the dependency and demand for 

Western technologies. Even stronger, they established own capacities to compete 

against foreign companies on international markets. Nevertheless, Western companies 

can find both, opportunities and challenges at the Chinese market. For European 

hydropower, table 5.3 shows the listing. Besides the challenges, which are widely 

known, the opportunities are of interest. While classical strategic tools only offered 

short and midterm solutions, resulted the Blue Ocean analysis in a long term solution 

with high future potential: ocean energy.  

 

Table 5.3: Challenges and opportunities for European hydropower companies  

Challenges Opportunities 

Domestic oriented policies “Buy in China” Differentiation in environmental segment  
“Going out policy” promoting Chinese 
competitors  

Differentiation based on technological 
advance 

High political predictability without direct 
influence  

Pump storage  for wind and solar energy 
in the midterm  

Complicated market entry for new foreign 
vendors 

Ocean energy as long term strategy  and 
potential Blue Ocean 

Changing attitudes towards hydro   
Equalization of efficiency and knowhow 
minimizes differentiation 

 

Risks in standardization debate   
Steel price vulnerability  
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6. Conclusion and Recommendations 

“Hydropower is the only way for China to keep afloat.” (Prof. Göde) 

 

6.1 Conclusion 

 

After an elaborated consideration of the Chinese hydropower market, it is time to return 

to the statement of Tse (2010), calling China:”arguably the world’s most complicated 

and competitive market”. As a comparison with other markets was missing, the 

superlatives may or may not be justified. However, agreement exists concerning the 

complicated and competitive nature of the Chinese market. The major factor behind 

both adjectives is the government and political system in China. The Chinese economy 

is built around and based on governmental influence. Therefore, China is a great 

example of emerging markets and their heavy dependency on its political system. Many 

industries are dominated by SOEs and tightly regulated. To understand and assess the 

market, traditional strategic tools fail as they neglect or underestimate the factor 

government.  

 

Study purpose re-assessment/ Challenges and opportunities  

The purpose of this study was to analyze the Chinese hydropower sector and to identify 

concrete challenges and opportunities for European hydropower companies. Further, the 

idea included the application of the Blue Ocean strategy as tool to analyze the existing 

market from a different perspective. The best case solution would result in the 

identification of a Blue Ocean. Both stated purposes were addressed during the progress 

of this study. Research and analysis lead to positive outcomes as stated in table 5.3.  

As anticipated overweight the challenges existing opportunities for European 

companies. Even stronger, the primary reason for challenges is the government and its 
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activities. This result was to expect due to the fact, that China is an emerging market 

and possess the typical market features. From the strategic point it implies an 

unfavorable situation for foreign companies being unable to take active influence. This 

puts them into a reactive position. At least in terms of hydropower, the political 

decisions are predictable and stable. Even though the study dealt with the Chinese 

market, the biggest future challenge might arise from emerging Chinese competition, 

entering the global market. These hidden dragons, as Zeng and Williamson named 

them, are backed up with Western technology and Eastern cost advantages. Their 

occurrence is tightly linked to the business activities of European companies in China. 

This is one of the biggest risks, companies should be aware of in China, technology 

transfer policy aiming at establishing domestic industry. Further, due to the high amount 

of SOEs are foreign companies in a weaker position in areas with public procurement. 

Nevertheless, it is essential for European hydro to address and react to the challenges in 

order to cope with the situation and defend market shares. Most above stated challenges 

are from general nature and may affect most foreign companies operating in China. 

Anyway, companies should forbear from the idea of standardization. This would be 

only a continuation of past strategies in order to receive short term profits companies 

give away unique features and reduce long term advantages.  

Besides the challenges, China offers also opportunities for European hydro. As seen in 

table 5.3, they cover all time horizons, allowing Europe to react already in the short 

term. Especially the ocean energy allows the companies to position itself differently on 

the Chinese market. The concrete embodiment depends on the companies and their 

strategies. However, it is obvious that the short to long term opportunities lie in 

somewhat different direction, requiring separate strategies to address them. Fortunately, 

hydropower will also benefit from the stronger focus on other renewable energy 

sources, specifically wind and solar power. But again, pump storage requires dams and 

water basins. Currently, pump storage is a necessity to store energy as other 

technologies are not available in commercial form yet. Nevertheless, in the long run 

new technologies may replace pump storage for the same reasons, hydropower per se is 

criticized. Ocean energy shows the highest potential of positive development for 

European hydro. As the term covers technologies utilizing the impacts of waves, tides 

or even salinity, ocean energy is not one particular source of energy.  
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Blue Ocean as a strategic tool 

The authors of the Blue Ocean theory, Kim and Mauborgne, understand their strategy as 

a tool for applications at real cases. So far, the strategy got mostly applied ex post on 

successful examples. Further, its options were limited to red or blue, showing a black 

and white thinking. This thesis can be understood as both, as a challenging and 

strengthening of the concept. Only a few industries and markets correspond with the 

extreme occurrence. The one sided options did not fit reality and industry dynamics. 

Therefore, the strategy got extended by the dynamic component purple river. Due to 

this, a more accurate assessment of markets and their development tendencies is now 

possible. Besides this challenge, the idea of the Four Action Framework as strategic tool 

got approved at a real case in an ex ante analysis. The Blue Ocean strategy might be an 

interesting tool in strategic management, but it has its disadvantages. As it requires 

customer orientation, customer involvement or good customer knowledge are a 

prerequisite to identify solutions that are beneficial and interesting for customers. 

External involvement in the process seems necessary to leave familiar and gridlocked 

paths. Nevertheless, as strategy cover longer time spans, the results of analysis may be 

long term solutions, such as ocean energy for European hydropower. The benefits of 

Blue Ocean for long term strategy development were also recognized by Burke et al, 

2008. In this particular case, conventional tools and concepts are beneficial for finding 

short and midterm alternatives. But again, this way of identifying solutions is applied by 

most companies, leading to similar results. Fundamental changes in the industry 

situation will be unlikely.   

 

6.2 Recommendations for European hydropower 

 

Based on the discourse presented this thesis, the following suggestions for European 

hydropower companies can be made. They are coherent with discussions intended as 

stimuli for future strategic decisions.  
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• Standardization is a way to reduce costs and change cost structures. But 

standardized products are easier to imitate and more cost efficient to build by 

Asian competitors. Further, these cost reductions needs to be fully passed to 

customers as the value of the standardized product is perceived lower. 

 

• A global strategy implied coherency. At the same time, it might be inappropriate 

for some markets, such as emerging markets. A more tailored strategy, meeting 

national conditions may improve the competitive situation. Especially standard 

strategies function only in standard situation.  

 

• China and other emerging markets are determined by the factor government. 

Due to the fact that most standard strategy and conventional strategic tools 

neglect this factor, the validity of their results is limited. The utilization of 

specialized tools and analyses is advisable to minimize risks of failing strategies. 

 

• A hydropower strategy for China needs two foci. First, it needs to address the 

Chinese market itself. Second, it should include the competition which arises 

from China on the national but especially international market.  

 

• In terms of the identified challenges, the strategic approach will be primarily 

reactive. Considering the opportunities, the companies should be proactive, 

using their chances on the field of technological and environmental advance, 

pump storage and ocean energy. All opportunities rely on Europe’s core 

competences in engineering and tailoring. Certification requirement as 

indigenous innovation might be proved and considered for the Chinese market.  

 

• Besides strategic tools a’la Porter, assume the impossibility of changing the 

competitive situation fundamentally. There are more proactive tools, such as the 

Blue Ocean strategy. Even though it is not popular yet, it offers the possibility to 

find unique solutions. Even stronger, through the involvement of customers or 

externals, it helps to leave gridlocked paths and opens a new view. Think 

different, that is the key essence.  



 
 

79 
 

6.3 Recommendations for future research 

 

Strategic oriented studies are a vital part of business literature as they combine 

academic research interest with practitioner’s problems and reality. In terms of 

hydropower and its future development, there are several suggestions for future studies 

to examine the topic in greater depth. As already mentioned in the research gap, general 

literature about China and hydropower is limited or often only available in connection 

to general renewable energy studies. This thesis was an attempt to discover the Chinese 

market from the perspective of European hydropower companies. Its progress touched 

new areas which are only partly discovered, concerning the future of hydropower. It 

might be worth studying the topic ocean energy from various angles, such as the 

competitiveness and market chances for its different technologies. Further, target studies 

for ocean energy analyzing its potentials in geographical areas, such as China seems to 

be from overall interest. Changing attitudes toward hydropower during the 1970s in 

Western countries and also lately in developing countries started to question the 

renewable energy character of hydropower and its positive environmental affects. As 

nuclear energy experienced these phenomena in even stronger form, studying 

perception of environmental friendliness and green technologies offers a wide range of 

research. Finally, it will be always relevant to study future perspectives of a technology 

as to do so allow the application of various theories and models.  

Besides hydropower specific research, future studies should focus on two theoretical 

areas, namely emerging market assessment and the Blue Ocean strategy. As stated in 

the frame of reference, a research gap in terms of market assessment exists. Most 

current models and concepts lack the applicability for emerging markets. The factor 

government is underrepresented for this kind of markets. To allow a comprehensive 

analysis, several analyses are necessary. Therefore, research to establish one complete 

model will be from interest for practitioners and scholars. After the successful 

application of the Blue Ocean strategy as strategic tool, repeated studies are necessary. 

Their purpose will be to examine whether the concept is generally applicable for ex ante 

strategies or whether it was exclusion. Nevertheless, it seems valid to use the extended 

version as of Blue Ocean strategy to meet reality.  
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Appendix  

 
Interview guide 

 
Personal data 

• Name 

• Age  

• Position/department 

• Employed since 

• Personally involvement in projects connected to hydropower in China 

 
 
Hydropower 
 

• How would you describe the status quo in the hydropower industry in 

general?  

• How do you see the future of hydropower? / What are its future 

perspectives? 

• Categorized as new renewable, much attention is paid to various kinds of 

ocean energy. Are they the future of hydropower?  

• Europe has a strong hydropower industry, is there something like a 

competitive advantage? If yes, what is it and why? 

• Will it be possible to sustain this advantage if other producers, e.g. from 

China catch up? How will competition develop in the future? 

• What role does China actually play for the hydropower industry in general 

and for your company? 

• Would you consider it your most important (future) market?  

• Are there natural factors which limit the utilization of hydropower? 

• China has also an own hydropower industry. How does it look in terms of 

competences, companies and competition? 
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• New hydropower projects often get criticized for their negative 

environmental and social impacts. How can you address the problem, e.g. 

flood control, water quality?  

• In the 12 FYP, China sets the target for 380GW installed hydropower 

capacity for 2020. Compared to its 190GW installed in 2010, this would 

mean a doubling within 10 years, is this possible?  

 

 

 

China  
 
• Why is China so interesting for various kinds of companies to do business 

there? 

• What are important factors to consider when doing business with/ in China? 

• Based on your own experiences and knowledge, how predictable is China in 

its development, policies and for foreign companies? 

• Voith already has operations in China with Chinese partners. How are the 

company’s experiences? 

• How will the Chinese hydropower demand and market develop in your 

opinion? (Ocean energy?) 

• What is the Chinese understanding of hydropower projects such as the Three 

Gorges Dam? 

• How will China develop from the perspective of foreign companies? 

(production or sales market, competitor?)  

• China, as emerging market, is often accused for illegal actions, 

discriminating foreign companies and favoring state owned companies. 

Would you agree with these points, who does reality look like?  

• In China, state-owned companies and the government are major player. How 

do you deal with the government and the political dependency of orders and 

companies in China? 
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Strategy 
 
 

• What kind of strategy does Europe apply in China? 

• How do standard strategies work in China or how do you adapt to the 

Chinese context? 

• What are the biggest threats and problems arising from the Chinese 

competition? 

• Compared to other emerging markets, is China a special case or a typical 

representative of them? 

• How predictable is the Chinese market for foreign companies and how 

accurate is the information gathering about China in terms of availability and 

reliability? 

• How would you describe the Chinese hydropower market from a strategic 

perspective (in terms of degree of development, opportunities, future 

perspective)? 

• How did and does Voith’s China strategy look like? Has it succeeded or do 

you need to chance something? 

• In which way to the European strategies differ from each other? 

• Strategy making is a topic discussed in theory, illustrated in models and used 

in practice. How do these dimensions relate or differ from a practitioner’s 

point of view? 

 
 

 

 

 

 

 

 

 


