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Abstract

This study examines emerging service markets1 and creates a model to capture both the service
provider’s activities within market development and the interplay between different market actors.
This work aims to identify the key elements behind sustainable market development, specifically
examining 1) market activities, 2) the role of innovation and 3) the necessary evolutionary factors,
where a market consists of multiple buyers and sellers and comparable market offerings.

The empirical part of the study is conducted in the form of a qualitative case study, which is
used to analyse the dynamic nature of emerging market development. The study uses a multi-
method approach to data collection to capture the market’s evolution and relationships between
market actors. The study follows emerging energy saving market development taking the
perspective of an Energy Service Company in Dubai.

As the main outcome of the study, it is argued that the service provider needs to direct its
activities to build those relationships necessary to gain market acceptance and a coherent market
offering before it can truly exploit market opportunities. As a characteristic of an emerging market,
different interpretations of an innovation increase market dynamics, which slows market
acceptance. Therefore, the service provider’s innovation process needs to serve market needs first;
later, when the market has evolved, the innovation process is divided into co-innovation and
structured innovation. From the evolutionary point of view, many service markets need to be
fostered by market actors, as well as needing government-built regulatory and market support
mechanisms. This need is especially valid for services that have other societal goals beyond pure
financial interests.

For a new service provider, an understanding of emerging markets is essential to appropriately
set expectations and to accurately plan for the timing and effort needed for market entry.

1 An emerging market in this study represents the market development phase that occurs when a
market has been created. Markets are emerging everywhere regardless of country or other
geographical area and should not be confused with developing country-related emerging
markets. 

Keywords: emerging market, energy service company, interplay, market entry, market
shaping, service offering, service provider
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Tiivistelmä

Tämä väitöskirja tutkii uusien markkinoiden kehittymistä erityisesti palveluliiketoiminnan
ympärille, ja luo mallin, jolla voidaan tarkastella tällaisia markkinoita ja niiden kehittymistä.
Mallissa huomioidaan palvelun tarjoajan aktiviteetit markkinoilla sekä vuorovaikutus muiden
toimijoiden kanssa. Tutkimuksessa tunnistetaan keskeiset kehitysvaiheessa olevien markkinoi-
den elementit: 1) markkina-aktiviteetit, 2) innovaatio ja 3) kehittymisen edistämiseen liittyvät
tekijät. Mallin mukaan nämä ovat edellytyksenä sille, että markkinoille muodostuu riittävä mää-
rä sekä myyjiä että ostajia, jotta palvelutarjonnasta muodostuisi vertailukelpoista.

Tämän tutkimuksen empiirinen osa on suoritettu laadullisena tapaustutkimuksena, jossa ana-
lysoidaan markkinoiden kehittymisen dynamiikkaa. Jotta markkinan kehittymistä ja markkina-
toimijoiden välistä vuorovaikutusta voidaan tarkastella samanaikaisesti, on tutkimuksessa kerät-
ty sekä haastattelu- että havainnointiaineistoa. Tutkimuksessa on seurattu kehityksen alkuvai-
heessa olevan energiansäästömarkkinan kehittymistä ns. ESCO-palvelun tarjoajan näkökulmas-
ta Dubaissa.

Tutkimus osoittaa, että markkinoiden kehittymiseksi palvelun tarjoajan täytyy ensin keskit-
tyä luomaan suhteet muihin markkinatoimijoihin, jotta yhdessä voidaan saavuttaa markkinoiden
luottamus ja luoda yhteneväinen tarjonta, ennen kuin kilpaillaan markkinaosuuksista. Eri toimi-
joiden erilaiset tulkinnat markkinainnovaatiosta lisäävät dynamiikkaa ja vaikeuttaa markkinan
yleistä hyväksymistä, jotka yhdessä siten hidastuttavat markkinan kehittymistä. Näistä syistä
palveluntarjoajan tulisi kohdistaa innovaatioprosessinsa palvelemaan markkinan kehitystarpeita
ensin ja vasta myöhemmin se voi keskittyä hyödyntämään mahdollisuuksia yhteiseen ja sisäi-
seen innovaatioon. Monet palvelumarkkinat vaativat kehittyäkseen toimijoita joiden tehtävä on
pelkästään keskittyä edistämään markkinan kehitystä luomalla yhteisiä sääntely- ja tukimekanis-
meja. Nämä toimija ovat usein valtiollisia, erityisesti silloin kun markkinalla on myös yhteiskun-
nallisia tavoitteita, taloudellisten tavoitteiden rinnalla.

Kehittyvät markkinat ja niiden mahdollisuuksien hyödyntäminen uudelle palveluntarjoajalle
on haasteellinen konteksti ja menestyminen edellyttää sekä odotusten että panostusten asettamis-
ta realistisesti, jotta kehittyvillä markkinoilla voidaan ylipäätään toimia.

Asiasanat: ESCO-palveluyritys, markkinan kehittyminen, markkinoiden
muokkaaminen, markkinoille tulo, palvelun tarjoaja, palvelutarjonta, vuorovaikutus
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1 Introduction  

Creating something new or witnessing such a creation is always exciting and tends 

to capture the curiosity of all relevant people, as curiosity is a natural element of 

humanity. Creating something new involves emotions, some of which stem from 

facts while others are based on arguments that are vague or even untrue. This can 

be understood in the case of a newborn child or in the introduction of a new, highly 

sophisticated consumer device; the event involves immeasurable hopes, doubts and 

opportunities that its creator attempts to prove to be true or false, and out of 

convenience, other people collectively accept the creation. Similarly, when new 

markets are born, it forms similar type of expectations and opportunities for market 

actors. A market that is dawning or in its early development is called an emerging 

market. This present study focuses on market events and relationships taking an 

emerging market perspective within the service business.  

One example of the emergence of this type of new market can be identified 

within Dubai. The energy saving market is in an emerging phase, which is caused 

by slower take-up or wake-up because during recent decades, the focus has been 

on ensuring rapid economic growth and producing energy to meet this need. Only 

several years ago, Dubai’s government introduce an integrated energy strategy to 

encourage energy saving awareness among residents and to create new business 

opportunities for new service providers to explore. 

1.1 Background 

Markets have been traditionally studied from economic, marketing and social 

science perspectives; however, applying these concepts to emerging markets and 

using the associated methods for new products and services is often considered 

controversial (Rai 2012). Market studies have traditionally explained market 

development based on macro/micro-level trends (e.g., globalization and product 

differentiation) and firm-level strategic decisions (e.g., potential for exchange) that 

relate to the company’s market situation or human/organizational behaviour 

(Callon 1998; Ulkuniemi 2003; Caliskan & Callon 2010). The latest marketing 

studies have concluded that actual markets are rather dynamic and that different 

market actors attempt to actively influence market evolution (Araujo et al. 2010). 

Market dynamics appear to be strongest when the actors work to establish their 

positions in the emerging phase, and then, during maturing development, their 
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positions stabilize as a generically accepted business model takes dominance 

(Storbacka & Nenonen 2011).   

Fig. 1. Market life cycle (adapted from Afuah and Tucci 2001). 

The generally accepted lifecycle of markets and industries consists of four phases 

(see Fig.1.), namely, introduction/emergence, growth/development, maturity and 

decline (Porter 1980; Afuah & Tucci 2001; Magretta 2012). The success of the 

emerging market phase can be measured by the speed with which the market 

reaches continuous growth and profitability (Chirstensen 1997). The emerging 

market, by nature and especially within a service business, involves uncertainty, as 

different actors interact with one another and make initial decisions concerning 

their network position (Cleff & Rennings 2011). Market uncertainty is most visible 

in the beginning because service providers are primarily concerned with surviving 

and reaching profitability (Afuah & Tucci 2001). 

The product-related market literature discusses ‘Crossing the Chasm’ (Moore 

1999), a task that must be accomplished to reach mass markets. Within market 

development, we can discuss the level of market maturity that is required to achieve 

sustainable growth. A new market creates opportunities for new actors to enter and 

expand their operations (Storbacka & Nenonen 2014). A new market also provides 

new ways to explore the areas where new and existing markets overlap. Many 

earlier academic studies have identified several triggers for emerging markets to 

surface, e.g., technological innovation and changes in customer needs (e.g., 

Malerba 2005; Ulkuniemi 2003), and innovation can relate to any part of market 

operations (e.g., products, business models, logistics, resource management, etc.). 
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Generally, innovation is a typical trigger of market creation (Dubois & Lind 2012). 

For example, Apple introduced its iPad product in 2010 to the global market, which 

was previously dominated by two different types of end-user devices, namely, 

mobile phones and laptops. Through innovative touch screen technology with an 

easy-to-use user interface, Apple created a new ‘tablet category’ market (Tabini 

2014). The innovation of the tablet overcame issues with mobile phones’ small 

screen and laptops’ non-intuitive (keyboard-driven) user interface, and these 

product groups could not fully compete with the new product category. Although 

both product categories have explored and become more similar to tablet 

innovations, both PC and phone vendors have suffered from the competition, and 

new market actors have benefitted from the market transformation and brought 

even more products to the tablet category. Araujo et al. (2010) argued that 

innovation is another name for the process of transforming and reconfiguring 

markets. Although the inventions (behind the innovation) often have a technical 

nature, the innovation process has always contained both technological and market 

dimensions (Kjellberg et al. 2015; Kalsaas & Bunk 2012).  

The technological dimension includes not only aspects that open new markets 

but also other market-shaping actions, such as changing existing market structures, 

introducing new market devices, altering market behaviour and reconstituting 

market agents (Kjellberg et al. 2015). The market dimension’s objective is to ensure 

‘innovative rents’ (Schumpeter 1991).  

This study uses these innovation-related market and technical dimensions to 

explain the interplay between different market actors. Although innovation has a 

clear role in creating an emerging market, the focus of this study is not on 

innovation but on its consequences for the market. New markets do not just appear 

after new innovations are discovered but require exploratory market actors, who 

also act as change agents, to drive the required transformation process. These 

change agents’ goal is also to shape the market behaviour of other market actors 

(Jaworski et al. 2000; Kjellberg & Helgesson 2006; Palo 2014). For example, in 

many local markets, different governmental units act as change agents (Kjellberg 

et al. 2015). Governmental interventions such as fostering and regulating markets 

tend to be significant for market development. Government intervention is also 

characteristic of the energy saving markets discussed in this study.  

As a part of emerging market development, the interplay between different 

market actors when they act or are forced to react to the conditions of the evolving 

market are critical, especially regarding service businesses. An evolving service 

business market (such as in this example of an energy saving market) requires a 
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new type of collaboration among actors (Storbacka & Nenonen 2011) because the 

traditional seller/buyer relationship expands to multi-level relations between 

different market actors. 

Market creation does not occur in isolation, with other existing markets 

remaining intact, but is rather part of new market creation such as through 

converged industries (Sarasvathy & Dew 2005; Nyström 2008) or shaped from 

existing industries (Geiger et al. 2012). First, this environment is unlikely in 

practise, and second, it can lead to a situation in which business managers ignore 

important market actors from other innovating markets, which leads to an 

insufficient analysis of the interplay structures (Storbacka & Nenonen 2011 & 

2014). The relation between ‘new’ and ‘old’ markets is a key viewpoint of this study, 

and in the extreme case, the new market will substitute for or extinguish the old 

market (Teece 2010).  

The emergence of a new market can also be explained from an evolutionary 

point of view (Sarasvathy & Dew 2005). The old market and its boundaries are 

defined and accepted, and competitive rules are known; the products become 

commodities, and competition drives declining profits. In this case, innovation 

tends to be limited to product enhancements, which slows down or limits 

innovation in the ‘old’ market and provides room for ‘new’ markets to innovate.  

The purpose of an emerging market in general is to create an untapped 

marketplace, demand and opportunities for highly profitable growth (Kim & 

Mauborgne 2005). Ideally, an emerging market also produces a situation where the 

competition from the old market is irrelevant unless a service provider decides to 

transform its offering to meet the new market needs. Regardless of its 

transformation efforts and ability to explore the innovation, such a service provider 

is going to be in the same situation as other new service providers (which have 

different capabilities and offering arrangements), and they must jointly find a way 

to overcome challenges from the emerging market. 

1.2 Emerging energy saving markets 

Markets emerge and develop everywhere all the time, and there is no lack of 

empirical areas to study. However, there has been little generalizable research 

because of the complexity of the phenomena and because emerging markets 

develop differently depending on the market and the industry (compare, e.g., 

emerging mobile services by Nyström 2008 and Komulainen 2010). Global energy 

saving markets provide a good context for studying the emerging market 
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phenomenon because these markets have been developing in different parts of the 

world at different times. Energy pricing, climate change and environmental 

concerns have been driving market development in the USA and Europe for 

decades, whereas some less developed countries are just awakening to the situation. 

Therefore, energy saving markets offer rich reference data for each phase of market 

development, including the focused emerging phase. Developed energy saving 

markets contains a new type of service providers – energy service1  companies 

(ESCOs) – which have also been recently introduced into the emerging energy 

saving market in Dubai; this subject was chosen because it is easier to research 

phenomenon at the time, when observations are fresh and relations between market 

actors and actions can be verified from multiple sources (market event 

presentations, market actor interviews, etc.). Dubai (or any other GCC country) is 

also interesting because the energy saving market’s potential is significant, and 

Dubai is one of the largest energy consumers (per capita) in the world (IAE 2012). 

Dubai is also struggling to provide sufficient energy security and availability, and 

although the energy saving itself does not provide a complete solution, it will 

reduce the number of new power plants needed. Dubai was chosen because it was 

the first GCC country to introduce and establish a government entity to foster 

energy saving market development and to recognize the important role of ESCOs 

as a major market actor in the emerging market. Although Dubai is only one of the 

emirates of the UAE, and the UAE is a Gulf Co-operation Council (GCC) country, 

Dubai well represents the situation that other GCC countries are currently facing or 

will face soon – energy is a growing burden on state budgets, and oil reserves are 

                                                        
1 Directive 2006/32/EC of the European Parliament and of the Council of 5 April 2006 on Energy End-
Use Efficiency and Energy Services (Energy Services Directive) has had a crucial role in establishing 
ESCO related terminology. Therefore, in this research, the following terms are used according to the 
Directive: 
• "Energy service company" (ESCO): a natural or legal entity that delivers energy services and/or other 
energy efficiency improvement measures in a user’s facility or premises and accepts some degree of 
financial risk in so doing. The payment for the services delivered is based (either wholly or in part) on 
the achievement of energy efficiency improvements and on the meeting of the other agreed performance 
criteria; 
• "Energy savings performance contracting" (ESPC): a contractual arrangement between the beneficiary 
and the provider (normally an ESCO) of an energy efficiency improvement measure, where investments 
in that measure are paid for in relation to a contractually agreed level of energy efficiency improvement; 
and 
• "Third-party financing" (TPF): a contractual arrangement involving a third party — in addition to the 
energy service provider and the beneficiary of the energy efficiency improvement measure — that 
provides the capital for that measure and charges the beneficiary a fee equivalent to a part of the energy 
savings achieved as a result of the energy efficiency improvement measure. That third party may or may 
not be an ESCO (Marino et al. 2010). 
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declining, which raises new motivation to drive energy saving initiatives. Dubai is 

also the first GCC country to promote a market for national and international 

ESCOs.  

Until recently, Dubai’s energy saving market has been fragmented because the 

existing actors have merely focused on introducing more (new or enhanced) 

efficient products. Energy saving technology providers still lack any coherent 

business goals or long-term vision to drive their business. ESCOs attempt to alter 

the way that business is conducted rather than focusing only on technologies. 

ESCOs offer services such as energy auditing and energy system design and deliver 

solutions that are based on energy efficient technologies, which provide a return on 

investment to the customer based on energy savings. These services and products 

are available in the market even without an ESCO, but the innovation behind the 

ESCO industry combines these offerings into a performance-based concept. 

Already developed energy saving markets (e.g., in the USA and Europe) have 

demonstrated that there is a demand for the ESCO concept, and ESCOs have 

become major influencers in energy saving markets (Marino et al. 2010, Goldman 

et al. 2005). Although there are also other non-ESCO service providers (e.g. energy 

consultants) in energy saving markets, the majority of developed energy saving 

markets have well-functioning ESCOs (Fang et al. 2012). Globally, there is also 

many ‘non-well-functioning’ energy saving markets and common for them is the 

lack of ESCO companies; therefore, framing an energy saving market study from 

an ESCO viewpoint is justified2. 

Although GCC countries represent only 0.5% of the world’s population, these 

countries consume 5% of the world’s oil (Krane 2013). According to International 

Energy Agency (IEA 2012), GCC countries have the highest subsidy ranking per 

capita in the world (IAE 2012; Fattouh & El-Katiri 2013). This ranking has led to 

a practically untapped energy saving market that can potentially generate large 

markets in these countries. Earlier research on emerging energy saving markets is 

limited, especially in the energy-rich GCC countries, where the acknowledgement 

of an energy saving culture has only recently begun. Earlier GCC-related energy 

studies note many cultural and political differences (Belawi 1987 & 1990), which 

have also impacted the development of an energy saving market in Dubai. For 

example, instead of being able to use tax relief (Thollander et al. 2007; Gillingham 

et al. 2006) as a governmental tool because of a lack of taxation (which is largely 

used in the USA and Europe), Dubai has been forced to find other intervention 

                                                        
2 This was also confirmed during data collection phase by international advisor 
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means. Thus far, Dubai has focused on other regulation efforts such as product 

labelling, defining minimum energy efficiency ratings/requirements and increasing 

the usage of renewable energy (Luomi 2010). Only very recently (autumn 2013), 

Dubai’s government took its first concrete actions to influence energy saving 

market creation by launching a Super-ESCO3 unit, which is called Etihad4 ESCO, 

inside the Dubai Energy and Water Authority (DEWA). With other governmental 

entities, the DEWA has identified the first pilot buildings for energy savings 

performance contracting1 (ESPC). A super-ESCO’s main purpose is to facilitate the 

large-scale implementation of energy efficiency projects and to overcome financial 

and institutional barriers (Limaye & Limaye 2011; Fang et al. 2012). In early 2014, 

the Regulatory and Standardization Bureau (RSB) published common rules, an 

accreditation scheme and guidelines for ESCO operations.  

1.3 Research gaps and purpose of the study 

The purpose of the study is to investigate emerging markets in the service business. 

This phenomenon contains multi-level complexities that are created by the natural 

dynamics of the emerging stage and the uncertainties confronted by market actors 

while they exploit the business opportunities created by the market. Considering 

the risks and possible rewards from managing these dynamic aspects are vital tasks 

for all business firms.  

Innovation has been identified as a main trigger of emerging market 

development, although the majority of innovations are discovered during the later 

stages of market development (Kjellberg et al. 2015). Previous academic market 

innovation literature has studied market innovation from different perspectives, e.g., 

technologies (Christensen 1997), evolutionary factors (Malerba 2005), open versus 

closed (Birkinshaw et al. 2011) and business models (Dubois & Lind 2012). These 

approaches provide valuable findings and useful methods, but they cannot alone 

explain the phenomena involved when a business innovation creates a new market, 

which then develops to become a growing market; this is especially true in the 

service business – this is research gap 1.  

The emerging market development activities that are linked to innovation have 

been previously studied from different viewpoints, such as the business model 

                                                        
3 “Super-ESCO is an entity that is established by the Government and functions as an ESCO for 
implementing projects in public facilities and supports capacity building and project development 
activities of existing private ESCOs” (Limaye & Limaye 2011). 
4 “Etihad” means “union” in Arabic. 
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(Mason & Palo 2012; Dubois & Lind 2012), market learning (Storbacka & 

Nenonen 2014), services (Kalsaas & Bunk 2012) and standards and orders of worth 

(Azimont & Araujo 2012). The emerging markets that relate to shaping factors have 

also been previously studied from various viewpoints, including purchasing 

(Ulkuniemi et al. 2014), environmental awareness (Brekke 2012) and the 

intermediate agent’s role (Haugnes 2012). These aspects are relevant to this study, 

and the key findings of these studies provide a starting point for the created analysis 

framework.  

Market innovation is defined as a process that alters how business is conducted 

(Kjellberg et al. 2015). To reach the growing stage, a market requires stabilization 

efforts in two specific areas, namely, establishing and maintaining a bounded 

network of buyers, sellers, goods, etc., and configuring this network to channel the 

interplay between actors (Kjellberg et al. 2015). These perspectives help to 

understand the stabilization tasks that market actors face before the market matures 

beyond the emerging phase. Market innovation processes have remained 

underexplored theoretically and empirically (Kjellberg et al. 2015; Lawlor & 

Kavanagh 2015), and therefore more research is needed on innovation processes as 

related to market evolution and service provider’s own business targets – this is 

research gap 2. 

Through the interplay of market actors, this study connects the emerging 

market, its service providers and its new service offerings to explain market 

development. Because this research includes these complexities and dynamic 

market aspects, it concentrates on analysing these factors from a service provider’s 

view. The evolution generated through interplay between market actors is primarily 

targeted to allow the market to reach the growing stage; this interplay requires co-

operation that is unique and easier to identify during emerging market development 

than in the later stages. Innovation and evolution must be examined in an 

interdisciplinary manner and require the integration of economics, history, 

sociology, technology, management and organization (Malerba 2005). Especially 

in the context of service business, this integration is lacking – this is research gap 

3.  

It is essential for a service provider to form a holistic understanding of the 

dynamics of the emerging market. The service provider needs to be able to 

transform market innovation into stabilization activities that support both market 

evolution and the service provider’s capability to operate in the market. 

As an end result, this study creates a model to examine service provider’s 

activities within emerging market development and creates a better understanding 
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of the required interplay between market actors. This study also increases 

knowledge concerning the essential dynamics of emerging markets when different 

actors intentionally or unintentionally attempt to stabilize the market with their own 

actions. Managing such market dynamics and interplay with other market actors is 

an essential component of a service provider’s success in an emerging market.  

The present study also extends the managerial understanding of business 

development and operations management (Nunn & McGuire 2010) in emerging 

markets. The managers need to understand the dynamic nature of the emerging 

market and its actors, to identify critical market events, and to steer their business 

through them (Halinen et al. 2013). This study emphasizes the importance of 

business networks to evolution. Managers should be able to leverage and develop 

business networks not only to secure their own market share but also to ensure that 

the emerging market develops by allowing market growth. Managers should 

remember that it is better to have a smaller share of a large pie than a larger share 

of a small pie. 

1.4 Research problem 

The purpose of this study is to advance our knowledge of the emerging market 

phase and the efforts required to develop a market into the growing phase. The 

emerging market is service business based and investigated from a service provider 

point of view. The research phenomenon of the emerging market involves dynamics 

related not only to the emerging market itself but also to the new services created 

by market innovation and to the competition confronting a service provider in the 

new market. The emerging market also means disruption, as it brings new types of 

opportunities that allow new market actors (service providers and customers) to 

enter into the market. 

The main research question is 

How does a service provider engage in an emerging market? 

The research question reflects the service provider’s intentional participation in 

emerging market development and the actions that it must perform once it decides 

to enter the market. Market studies generally use the term perform in similar 

contexts (e.g., Mele et al. 2015), but the term engage is chosen here to better reflect 

an emerging market’s nature and the strategic decisions that a service provider 
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undertakes to survive in a highly dynamic market. Engage describes all the key 

elements that a service provider must consider, such as market activities, utilization 

of the opportunity and required interplay; these are later discussed separately.  

In an energy saving market, the retrofit investments are justified by the savings 

that identified energy saving measures are expected to generate in the coming years. 

The energy retrofits in which ESCOs are typically involved require external 

financing (e.g., from local banks) because of the size of the investment. Because 

financing (internal or external) is a central part of business, ESCOs as service 

providers must manage two main triadic relations, namely, Financier-ESCO-

Customer and Customer-ESCO-Technology provider(s). Because of the nature of 

performance-based contracting, the payback time for ESPC projects may be 

extended for decades, which ties these triadic relations into tightly coupled 

networks. Managing these relations in an emerging market is sufficiently 

challenging, but other market actors have an equally important role in shaping the 

emerging market. The experience from other, more mature, ESCO markets has 

shown that especially governments have a significant role in both regulating and 

providing financial incentives to generate confidence and business opportunities 

for sustainable businesses that would not have happened without such interventions. 

ESCOs must adapt and find the best possible way to utilize governmental 

interventions. In an emerging market, all market actors must co-operate to develop 

the market, which means that a service provider balances its actions to fulfil its own 

and the market’s needs. A service provider must also balance its interplay with both 

competitive and co-operative market actors. 

The main question is further divided into the following sub-questions: 

1. What are a service provider’s activities in the early development of a market? 

2. How can a service provider utilize the opportunity presented by an emerging 

market?  

3. What is the nature of the interplay between a service provider and other market 

actors in an emerging market? 

The first sub-question (with a focus on market activities), “What are a service 

provider’s activities in the early development of a market?” focuses on the market 

actor’s role, market relations and operations as part of emerging market activities. 

A service provider explores these relations to obtain a competitive advantage over 
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existing service providers, convince other market actors of its business model and 

simultaneously achieve its own business (operational) objectives. 

The second question (with a focus on market layers), “How can a service 

provider utilize the opportunity presented by an emerging market” focuses on 

describing market action and its construction through market layers. The market 

layers help to understand the capabilities and resources that a service provider 

requires to fulfil its market needs. A service provider can explore and exploit the 

innovation behind an emerging market in various ways and must build its strategy 

so that it can leverage its own and external operators’ skills and know-how in the 

best possible manner.  

The third sub-question (with a focus on evolution), “What is the nature of the 

interplay between a service provider and market actors in an emerging market?” 

focuses on the co-operative fundamentals and causal influences that are required 

for sustainable market development and evolution.  

To answer these research questions, this study builds an analysis framework 

that divides market development into separate activities and uses service provider 

viewpoints to capture critical market events. This study employs a qualitative single 

case study to examine market evolution-related interplay between market actors 

when a service provider engages in an emerging market. The empirical data are 

analysed using the analysis framework in a multi-step procedure to examine market 

dynamics and raise the abstraction level; this allows the study to answer the main 

research questions and to introduce a model for examining the service provider’s 

activities as part of emerging market development. 

1.5 Main theoretical starting points 

The present study uses an understanding of the market that is derived from the latest 

marketing theories in which relationships and the active participation of market 

actors shapes the market (Araujo et al. 2010). A service provider tends to shape the 

market through its marketing processes, relationships with customers and networks 

with market stakeholders (Saren 2010). The study follows the emergence of the 

energy saving market and uses ESCOs to represent the service provider for the 

empirical examination. The ESCO understanding is based on earlier ESCO 

industry and market studies where the ‘ESCO concept’ is seen as one social answer 

to sustainability, climate change, pollution and waste problems (Langlois & Hansen 

2012). Therefore, governmental interventions are seen as vital market enablers 

along with energy pricing policies to foster national energy saving markets.   
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The studied phenomena are complex because of not only the emerging stage 

of the market but also the different types of interplay required between market 

actors to achieve the common goal of growing the market. At the same time, the 

industry setup requires that various actors work together to materialize the generic 

saving promise. This study uses three cornerstones of academic research that are 

linked to emerging market development, namely, market activities, market layers 

and market evolution, to formulate a holistic view of emerging market 

conceptualization (Mele et al. 2015). 

Market activities are categorized to reflect the corresponding market actions 

that show a service provider’s market development intention. This categorization 

helps to analyse individual actions and group them based on related activity5. This 

study uses recent marketing studies (from the Industry Marketing and Purchasing 

Group) that have increased market understanding from a dynamic behaviour 

perspective; this study uses these same activities in the context of emerging market 

development. These market activity categories correspond with the market 

evolution and innovation relationship, but their names better describe emerging 

market development. These market development activities are market innovation 

(e.g., Kalsaas & Bunk 2012), market analysis (e.g., Mason & Palo 2012), market 

offering (e.g., Dubois & Lind 2012) and market shaping (e.g., Ulkuniemi et al. 

2014). For example, Fig.2. maps the different actors and actions with the related 

activities. These activities are not chronological because many of them occur at the 

same time. The illustration can help a service provider to visualize the need to 

balance its own interplay with other market actors and its own business targets. 

For market actors, this study follows Barcet’s innovation layer model (Barcet 

2010), which has been specifically used for service-based innovation. This choice 

is well justified because the studied phenomenon involves the service business, and 

business innovation is a key market driver in the empirical context. The following 

layers are used: customer, service provider, organization and internal and external 

operators. The customer layer describes the value and benefits of the service 

offering obtained by a customer. The service provider layer describes the offering 

and the service provider’s interpretation of service value (business model). In this 

study, organization refers to a service provider’s capabilities and know-how as 

required to manage the service offering. Internal and external operators refer to the 

required resources and skills for service delivery. The touchpoints of the layers 

                                                        
5 The state of being active; the quality or condition of being an agent or of performing an action or 
operation; the exertion of energy, force, or influence (according to the Oxford English Dictionary) 
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represent the interplay between service providers and other relevant market actors 

(customers, partners, subcontractors, regulators, etc.) so that an ESCO, as a service 

provider, can create or supplement its market offering. This study uses the term 

‘market layers’ in reference to Barcet’s innovation layer model to avoid confusion, 

with market innovation representing one of the market activities and innovation 

being utilized by the service provider to construct its market offering. 

For market evolution, the starting point is the service provider’s relation to 

market innovation because the market actors’ common target is to ensure that the 

market evolves to a growth stage. This study uses Malerba’s (2005) identified 

evolutionary factors, namely, demand, knowledge, networks and co-evolution, as 

qualitative viewpoints when analysing the empirical data. Malerba uses these 

factors to understand the relationship between innovation and industry evolution. 

In this study, these factors build links between actors and actions through the 

framework of market layers and market activities. The demand creation in 

emerging markets requires marketing activities not only from service providers but 

also from other market actors and often collectively. Knowledge is the key 

component of a service offering and is the key differentiator between service 

providers in an emerging market (Fagerberg 2005). Part of this knowledge is the 

service provider’s ability to innovate or to find the best possible way to exploit 

existing innovation (Freeman 1988). Networks can be seen as a source of both 

innovation and market offerings. This study uses two network research approaches: 

structural (Koza 1998 & 1999) and business network management (Möller et al. 

2005). Co-evolution primarily concerns the collective actions (Struben & Lee 2012) 

between actors to achieve market take-off 

To achieve a common goal, market actors must find a way to collaborate. 

Actor-network theory provides a better foundation for this study than social theory 

because it considers the role of a wide range of actors (Lawlor & Kavanagh 2015), 

which is typical in a service business. 
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Fig. 2. Emerging market actors and actions in relation to market activities. 

An emerging service market involves actors and actions, as illustrated in Fig.2., and 

the identified actors and actions are also typical of emerging energy saving markets. 

A characteristic of emerging markets is the number and importance of business 

networks (Ford & Redwood 2005), especially from a market evolution viewpoint, 

because these actions tend to require partners or support from other market actors. 

Market innovation in competitive and co-operative actor-networks, which Lawlor 

and Kavanagh (2015) called creative destruction and creative construction, 

respectively, because of the dynamics of an emerging market, is also considered in 

this study and in the context of service businesses. 

The ESCO industry research has mainly focused on analysing the market 

situation in particular countries considering hurdles and success factors. Many of 

these studies lack a service provider’s view and, specifically, the service provider’s 
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capabilities when exploring the market innovation behind the ESCO concept. The 

current literature has been criticised for lacking in-depth, rigorous methods to 

examine ESCO activity (Hannon 2012). 

The non-academic ESCO literature mostly focuses on explaining ESCO 

operations from a service provider’s perspective. These operations are part of the 

ESCO concept and are needed to operate in an energy saving market, but the 

literature lacks a view into evolution and the interplay between different market 

actors. 

The analysis framework combines market activities and market layers to 

analyse the interplay between market actors during the emerging market phase and 

to map the empirical environment using the selected theoretical framework. The 

analysis framework also links market evolution aspects, which are analysed 

through the market actions between market actors. 

1.6 Research strategy and methods used 

Markets are seen as socio-technical organizations (Calinskan & Callon 2010) that 

include many market actors; these are linked to one another through various multi-

level business networks. This study follows this perspective by using an event-

based approach to capture the essential network dynamics (Ford & Redwood 2005; 

Ford & Håkansson 2006). 

When conducting academic research, a researcher must be able to understand 

underlying philosophical issues such as comprehension, which helps to specify the 

overall research design and strategies and provides direction to the entire research 

process (Eriksson & Kovalainen 2008). It is equally important to understand the 

philosophical assumptions because they help the researcher to articulate the 

meaning of the study and the reader to understand the selected philosophical 

viewpoints (Creswell 2013). The research philosophy assists the researcher in 

formulating the research problem and in seeking information to answer the research 

questions. The guiding principles of all qualitative researchers link beliefs from 

ontology, epistemology and methodology, which form the basis of the researcher’s 

view of the world and the research work (Guba & Lincoln 1994). 

Ontology, epistemology and methodology are related to one another (Ericsson 

& Kovalainen 2008) and can be defined as the basic beliefs that guide the 

researcher (Guba & Lincoln 1994). The research builds on the critical realism 

paradigm, which this study based on (see, e.g., Guba & Lincoln 1994). 
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Critical realism is well suited to case research, especially when it uses causal 

language and in-depth research to understand why things are as they are (Easton 

2010). The present study tends to explain the empirical phenomena by using entities 

such as organizations, relations, resources and innovations as the theoretical 

buildings blocks (Dubois & Gadde 2002), and its objective, similar to critical 

realism, is to explain "what caused the events to occur?” According to critical 

realism, there are two types of relationships between entities, necessary and 

contingent (Easton 2010), which drive the dynamic nature of emerging markets and 

interactions between their actors. In this specific context, the question is “what 

causes the emerging market to evolve?” Critical realism is oriented to be a realist-, 

evidence- and triangulation-based truth concept (Järvensivu & Törnroos 2010; 

Creswell 2013). This study emphasizes that a researcher can observe the actions of 

related actors but not their motivations, as well as change but not its cause, and 

therefore attention is directed towards the nature and capabilities of market 

evolution. This approach alters the focus from epistemology and methodology to 

ontology (Easton 2010). Similar to a study in which the case is relatively clearly 

bounded but complex, the critical realist case approach is particularly well suited 

to this type of research (Easton 2010).  

This study uses a single case study to elaborate a set of ideas and concepts 

necessary to the theory development. A case study is a research strategy that 

concentrates on understanding the dynamics present in a single setting (Eisenhardt 

1989). A single case study is recommended when the research focuses on 

understanding complicated social phenomena in a real-life context (Yin 1994); 

within the present case study, it is essential to investigate the emerging market 

development broadly, and it is difficult to separate it from its context. The single 

case strategy was chosen because it is well suited to investigating phenomena over 

time, through detailed and multiple sources of information (Creswell 2013). This 

case study elaborates and interprets the formation of a new market and the interplay 

between a single new actor (service provider) and other market actors during the 

early stage of market development. This case study was selected because it allows 

following the market development from a service provider’s point of view, which 

is typically the main driver of emerging market development. The emerging energy 

saving market was chosen because of the recent high volatilely of primary energy 

prices, the strong establishment of alternative energy sources (including shale gas 

and solar power) and the environmental concerns related to climate change (IEA 

2012). Dubai was selected because research into energy consumption, and 

especially energy conservation, has been limited within major energy-producing 



29 

countries, such as UAE, where energy pricing is (or has been) heavily subsidized 

(referring to rentier state theory, e.g., Krane 2010; Reiche 2010; Grey 2011). Dubai 

is the most developed and economically versatile emirate in the UAE, and it 

balances between rapid economic growth, energy security and its own limited 

energy resources. 

The main requirement of proper philosophical theory is building links between 

the method and empirical phenomena to reduce the complexity of the case study 

(Dubois & Gadde 2002). The case study includes empirical data that have been 

collected by multiple means and through primarily qualitative techniques, such as 

interviews, document analysis and stakeholder observations. A case study is 

considered a method for confronting theory with empirical data in an evolving way 

by using a suitable framework (Dubois & Araujo 2007); this approach has been 

utilized in this study. The emerging market case also contains elements of ‘social 

partnerships’ that involve a wider range of relations, including formal contractual 

and informal relations, that are relevant to this study. Wilson et al. (2010) described 

collective organizations that jointly focus on solving 'messy problems’ that 

typically one organization cannot solve alone. These scholars focus on the 

interactions (interplay) in collective organizations to capture partnership 

development and dynamics to achieve organizational goals more efficiently. Such 

social partnerships can be seen in the process through which the first two energy 

service performance contract (ESPC) projects in Dubai were awarded. The data are 

collected by interviewing the market actors who were directly involved in the 

process. Additionally, other market information (e.g., newspaper articles, seminar 

presentations, etc.) has been used to provide an understanding of critical market 

events, related relationships and the causality of these events from a service 

provider’s perspective. The interviews cover all of the main stakeholders and 

follow the progress of the first ESPC projects.  

Methodologically, this study first draws boundaries for the phenomena and the 

empirical context by identifying the necessary actors and their relations through 

reliance on previous market studies (e.g., Callon 1998 & 2010; Mele et al. 2015). 

Markets are seen as socio-technical organizations (Calinskan & Callon 2010) that 

have many market actors who are linked to one another through various multi-level 

business networks. This study follows this development by using an event-based 

approach to capture the essential network dynamics (Ford & Redwood 2005; Ford 

& Håkansson 2006) and causality of the identified events. Second, to form the 

research questions, the emerging market events were recorded and analysed to 

associate the events that have occurred with the actors’ precipitating actions. Third, 
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the key elements of the actors-resources-activities model (Easton 2010) were 

chosen based on earlier results to achieve the required abstraction level for the 

phenomena. In the final step, the empirical data were collected and interpreted 

using a multi-method approach to ensure the trustworthiness of the study. 

This study follows a qualitative research process that is defined through various 

activities. First, the researcher investigates the world using certain concepts, namely, 

using a framework (theory and ontology) that identifies a set of questions 

(epistemology), which are then investigated in a specific manner (Cresswell 2013). 

According to critical realism, reality must be subjected to the widest possible 

examination to facilitate apprehending reality as closely as possible (Guba & 

Lincoln 1994). This research uses a qualitative approach that is based on interviews 

of the main ‘Dubai’s ESCO’ stakeholders (such as service providers, customers, 

regulators and other market stakeholders). The empirical data that relate to the 

interviews provide a rather static view of the market because they were interpreted 

at that time and are therefore strengthened by using longitudinal data collected from 

the ESCO JV and secondary data. Additionally, the first two rounds of analysis did 

not raise the dynamic nature of the market to meet the research expectations; 

therefore, an additional (third) analysis method, field force analysis, was introduced. 

This study uses an abductive approach, where the theoretical framework 

evolves simultaneously and interactively with the empirical observations (Dubois 

& Gadde 2002). This evolution is most visible during the construction of the 

analysis framework and the design of the analysis. E.g., the last (third) analysis 

phase was added only after discovering that the nature of the market dynamics 

(being one of the research objectives) did not surface from the first two phases. An 

additional suitable analysis method was selected by reflecting the empirical data 

with the analysis framework and by analysing emerging market forces; this process 

subsequently surfaced the dynamic nature of emerging market development. This 

study uses abduction as a tool to move the observed descriptions and meanings to 

categories and concepts that create a basis for understanding the phenomenon 

(Ericsson & Kovalainen 2008). The abductive approach also helped this work 

exploit the flexibility of a case study by permitting reconsideration in both the 

theoretical and empirical domains and simultaneously providing flexibility in the 

theoretical and empirical choices (Dubois & Gadde 2002). This research strategy 

was chosen to identify the key theories related to the empirical context because it 

is important to understand the factors behind market creation and the development 

of an emerging market. Abduction is most visible in three parts of the study, namely, 

selecting the key theories, fulfilling the analysis framework and analysing the 
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market dynamics. Although some of the studied theories were not used for the 

analysis framework, they helped to guide and narrow the selected empirical context 

and to understand the rationales behind the emerging energy saving market. With 

this approach, the selected theories have helped to explain the phenomena and 

provided a foundation for the empirical analysis framework (Dubois & Gadde 

2002). Initially, the analysis framework contained market relations and innovation 

layers, but evolutionary factors were required to bind these together. This process 

ensures the use and role of theory and empirical elaboration in answering the 

research questions of this study.  

The practical research objective is to build a model to explain the ESCO’s role 

in an emerging energy saving market. The holistic framework aims to integrate the 

disparate marketing literature and, thus, allow a more comprehensive 

understanding of the practical outcomes from resolving the alignment issues 

between services, marketing, offering and operations management in emerging 

markets.  

1.7 Key concepts of the study 

The key concepts of the present study are defined below. To understand the theme 

of this study, these key concepts are first defined at a generic level and then used 

to describe the research gaps (Chapter 1.3). 

Market 

In this study, the market is defined as a social-technical organization that connects 

many market actors and objects to a common frame to facilitate the exchange of 

goods and services. The market itself is a dynamic through which different market 

actors operate in competition, co-operation or co-opetition6. This study examines a 

specific market from a particular market actor’s point of view. This market actor 

understands and acts in the market based on its vision of how it can exploit market 

opportunities based on the best perceived economic success.  

                                                        
6 Coopetition or Co-opetition (sometimes spelled "coopertition" or "co-opertition") is a neologism that 
was coined to describe cooperative competition. A single relationship can comprise both cooperation 
and competition, and two firms can compete and cooperate simultaneously (Bengtsson & Kock 2000).  
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Emerging Market 

An emerging market is a market that is in its early phase, and typically, it attempts 

to establish its position among existing markets. Generally, a new (emerging) 

market requires an innovation, which triggers actors from different markets to 

participate jointly. A new market can overlap other markets, but ideally, it uses the 

nucleus innovation to try to avoid competition from ‘old’ markets. Characteristic 

of the new market is that the number of exchanges and actors increase gradually 

only after first successfully delivering a set of goods and services. 

Interplay 

Interplay is the practice of exchanging items used by a service provider to attain a 

mutual benefit with other market actors to stabilize and achieve a sustainable 

market.  

Market Entry 

Market entry means that a new actor enters into or expands its operations to a new 

market. All actors enter into an emerging market, and it is always the actor’s 

strategic decision when and how their market entry will occur.  

Service Provider 

A service provider (an ESCO in this empirical context) is a market actor that offers 

its services as its part of the exchange. If a service provider acts based on economic 

grounds, its interest is to maximize its profits, market share and the growth of the 

market.  

Service Offering 

In this study, a service offering is the object of exchange, and typically, service 

providers’ offerings will evolve similarly to the market’s development. With its 

offering, a service provider attempts to not only capture market share but also to 

simultaneously shape the market’s development in the direction that will best serve 

its long-term interests. 
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Market Shaping 

A service provider influences an early emerging market’s development primarily 

by introducing and marketing its own market offering. As an emerging market 

develops, market actors alone, or preferably jointly, can more effectively influence 

market awareness, market growth and the direction of evolution by their market-

shaping actions. 

1.8 Structure of the research 

This study is structured into seven chapters, see summary from Table 1. The first 

chapter is the introduction and presents the background and justification of the 

research. This chapter also specifies the purpose of the study and the related 

research questions. This chapter introduces the research strategy and the methods 

used, including the philosophical approach and theoretical positioning of the study. 

This chapter also includes the strategy for data collection and analysis and the 

definitions of key concepts. 

The second chapter, “The ESCO business as an industry setting,” constitutes a 

detailed and critical review of the literature and explains the ESCOs role in an 

energy saving market. This chapter provides background information for the 

empirical context by reviewing previous ESCO operations studies and identified 

ESCO market success factors and barriers. This chapter creates a holistic picture of 

an early ESCO market by combining the main interests of all relevant market actors 

in the service business in an emerging market phase. 

The third chapter, “Theoretical framework of emerging market development,” 

begins by conceptualizing the emerging market conditions and characteristics. This 

chapter presents relevant theoretical aspects and uses them as analytical building 

blocks for an emerging market analysis framework. This study follows emerging 

market development from a service provider’s view, but to capture the market 

interplay and market dynamics, the framework also considers other actors’ actions 

in order to capture all relevant influence mechanisms and study the entire market’s 

development. This approach helps to systematically analyse the market by using 

market events, relations and the related interactions between market actors during 

the emerging market phase.  

The fourth chapter, “Methodology,” presents the research methodology, 

including the description of the research process and an introduction to case study 

research and design. This chapter presents the methods used for the empirical data 
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analysis, which employs a combination of qualitative methods (e.g., framing) for 

data collection and analysis. This chapter also contains an explanation of how the 

empirical data are collected, used with the analysis framework and processed to 

draw conclusions.  

The fifth chapter is “Case: The emerging energy saving market”. The analysis 

identifies the critical events and examines how they have impacted market 

development and the relations between market actors. The case study investigates 

the emerging energy saving market in Dubai from an ESCO perspective. 

The sixth chapter “Empirical analysis” explains a step-by-step approach to 

using the analysis framework for the analysis. Each phase has its own specific 

objective that first focuses on answering a research sub-question and second forms 

the input for the next phase. The final outcome after all analysis rounds forms a 

model of service provider activities to develop the emerging market and is used to 

determine the study’s analysis outcomes given the theoretical starting points and 

contributions.  

The seventh chapter, “Conclusions and implications” discusses the findings 

and their implications. This chapter presents the conclusions and provides answers 

to the research questions, advances the theoretical and methodological 

contributions of the study and offers managerial implications. Finally, this study is 

evaluated and reflected upon, and limitations and suggestions for future research 

are considered.  

The appendix contains additional supporting information for the data collection, 

interview question and data analysis phases.  
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Table 1. Structure and content of the study. 

Chapter Source of information Outcome 

1. Introduction   Research questions and guidance for 

research methods 

2. ESCO business as 

industry setting 

Literature of the ESCO industry, 

service businesses and JV ESCO 

business planning  

Identification of key ESCO and services-

based market elements 

3. Theoretical framework of 

emerging market 

development 

Emerging market and energy 

saving market literature 

Construction of the analysis framework 

and attribution of ESCO content to 

emerging market elements 

4. Methodology Qualitative research design 

literature 

Description of the empirical analysis 

methods used 

5. Case: Emerging Energy 

Saving Market 

Empirical qualitative case material Description of the case market 

6. Empirical analysis Qualitative analysis tools and 

methods 

Description of the analysis phases and 

contribution to the analysis framework 

7. Conclusions and 

implications 

 Conclusions, answers to research 

questions and implications 
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2 The ESCO business as an industry setting 

It has been argued that academic research pays insufficient attention to how real 

markets are constructed, shaped, reshaped, stabilized, and changed over time 

(Araujo et al. 2011). Therefore, the theoretical background of this study is divided 

into two chapters. Chapter 2 is practically oriented and contributes to understanding 

what the underlying market is and how it has been constructed. Chapter 3 is more 

theoretically oriented and combines the theories used with the ESCO business 

setting (from this chapter) in order to illuminate the nature of the emerging market 

and the market dynamics, linking them to the shaping, reshaping and stabilizing 

efforts needed by the service provider to develop the market as desired. This study 

uses ESCO industry knowledge to first explain the differences between national 

markets and the usage of the innovation. Second, this study discusses how to 

advance earlier experiences with mature markets to benefit emerging market 

development. 

Energy savings can be achieved at various phases of the energy business – 

while delivering, transforming or consuming energy (Hannon et al. 2015). 

Delivering energy mainly concerns primary energy, e.g., gas, oil or coal; 

specifically, it addresses managing energy products, and contractually it belongs 

under energy utility contracting. Energy supply contracts are used for transforming 

energy to a useful format such as electricity or hot or cold water. Both of these types 

of contracts are less service-oriented in nature than energy savings performance 

contracting, which is used for saving energy in final energy services, such as space 

heating/cooling, lighting, etc. Hannon et al. (2015) studied the Product-Service 

System (PSS) for the ESCO case in the UK, taking the perspective of societal needs, 

and identified a number of market barriers and supportive mechanisms. Although 

many of Hannon et al.’s (2015) findings are in line with the present study, a 

business model framework (Hamel 2000) was selected instead of PSS because the 

present study focuses only on final energy services (as it takes a pure service 

business perspective), and the business model framework better allows following 

service provider activities within the emerging market. 

The business model (BM) has become a useful unit of analysis as it provides 

an extensive framework for describing and understanding a service provider and its 

focal parts (Hamel 2000). A BM can steer the service provider towards creating a 

logical approach to activities and can help identify key strengths in the utilization 

of innovations. It also helps in finding parameters to evaluate the appropriateness 
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of different strategic and tactical actions being considered by management 

(Magretta, 2002; Morris et al., 2006). 

We clearly need energy for everyday life, and we are becoming increasingly 

dependent on it; therefore, a majority of energy discussions are related to energy 

production. Even when the subject involves clean or green energy, it concerns only 

energy sources, although the cleanest and greenest energy is energy that is not 

generated (Hansen 2012). Energy savings through increased energy efficiency and 

conservation is the most efficient way to reduce CO2 and the ecological footprint 

in everyday life, and there is an opportunity cost7 to not utilizing energy saving 

measures, which is the business idea behind the ESCO concept. Because the 

opportunity cost is rather vague and allows room for misunderstanding, the 

literature instead discusses the energy efficiency gap (e.g., Allcott & Greenstone 

2012 and Gillingham & Palmer 2013), which ESCOs (service providers) tend to 

address by using performance-based contracting (Sorrell 2006). An ESCO 

represents a typical service business, where market development is driven not only 

by economic reasons but also by social needs; therefore, effective relationships and 

trust between market actors are critical for the success of the emerging market.  

Globally, there are various different service providers that claim that they are 

ESCOs, which is important to different interpretations of the ESCO concept and 

local emerging market setups. The EU defines (European Union 2014: p5) an 

ESCO as follows: “a company that offers energy services which should include 

implementing energy efficiency projects (and other sustainable energy projects). 

Many ESCOs work on a turnkey basis”. Many EU-based studies use the same 

classification to collect ESCO market and development information (European 

Union 2014). In contrast, in the USA, the definition relates more to the contract 

type. Stuart et al. (2014: p1) define ESCOs as “ESCOs are energy service 

companies for whom performance-based contracting is a key business activity”. 

The European definition allows various contracting types; therefore, the number of 

ESCO companies in Europe is higher than in the USA. Other regions and even 

countries use their own definitions, which consider the local conditions of 

legislation, regulation and construction practises. As a reference, this study utilizes 

material from other studies: performance-based contract cases, research methods 

                                                        
7 According to the Oxford dictionary, opportunity cost is "the loss of other alternatives when one 
alternative is chosen” 
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used and means of using the ESCO market innovation in other markets (e.g. 

Hannon 2012; Bertoldi et al. 2014; Pätäri & Sinkkonen 2014). 

The ESCO model and energy savings performance contracting (ESPC8) have 

become common tools for strengthening the sustainable use of energy through 

promoting energy efficiency and renewable energy (Bertoldi et al. 2007). The 

ESCO model was first introduced in the UK in the mid-1960s (Fawkes 2007). 

Although ESCOs have been operational in Europe and the USA since the late 1980s, 

they have not been able to fully utilize their potential (Bertoldi et al. 2014), even in 

countries that have deliberately developed ESCO sectors (Pätäri & Sinkkonen 

2014). An estimated 650 to 1,040 ESCOs operate in the EU (Marino et al. 2010). 

France and Germany lead EU countries, which have a collective market size 

comparable to the USA (Stuart et al. 2014). Regardless of the slow market growth 

in Europe, more countries are adopting and introducing the ESCO concept, 

especially outside of Europe and the USA (Feng 2012).  

                                                        
8 The ESCO-related literature widely uses terms such as “energy performance contracting” and “energy savings performance 

contracting”; these are synonyms to avoid confusion. In this study, only ESPC has been used because the acronym EPC is also 

widely used for “engineering, procurement and construction”. 
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Fig. 3. ESCO market size, number of ESCO companies and market development score 

in different European countries (based on data collected by Bertoldi et al. 2014). 

The EU’s ESCO Market Report (European Union 2014) emphasizes that although 

the EU has a common Energy Efficiency Directive (EED 2012/27/EU) for ESCO 

operations, national development and market growth have differed. The ESCO 

market development score in the EU and some other European countries varies 

from 5 – ‘good situation’ to 1 – ‘difficulties’ (Bertoldi et al. 2014) (see the market 

development score from Fig.3.). The figure also illustrates the relationship between 

the number of ESCO companies and the market size in countries. The remaining 

European countries have no estimated market size, but the development situation 

varies between 4 (e.g., UK) and 1 (e.g., Estonia).  

Although ESCO market potential is not visible from the chart and market size 

value is based on the ESPC data, Figure 3 emphasizes how different countries have 

encouraged ESCO business even if their market development score is the same. If 
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we compare the situation between Austria and Germany, which are similar types of 

countries (GDP per capita is approximately the same), the population of Germany 

is 10 times higher (82.3 M compared with 8.2 M), and the same ratio applies to the 

number of ESCOs that operate in these countries. Both of these markets 

simultaneously adopted an ESCO model in the mid-1990s, and initially, both 

markets grew at the same pace. However, Austria subsequently faced problems 

keeping pace with growth, whereas Germany became the champion of the 

European ESCO markets. The current market size in Austria is only 0.4% (4% with 

a population adjustment) of the market size in Germany. The main reasons behind 

this difference are that Austria lacks a supportive legislative framework and there 

is a disabling policy, which has led to a decreasing number of available ESPC 

projects (Bertodi 2014). Another significant difference between these markets is 

that ESPC dominates in Austria, whereas ESPC represents only 8-10% of the 

contracts in Germany. In Austria, ESPC projects also primarily result from federal 

programs, and introduction of the ESCO concept to the private sector has not been 

successful. Unlike Austria, private sector demand drives the energy saving market 

growth in Germany (mainly without ESPC). In the USA, where 85% of energy 

saving projects come from the public sector, performance contracting dominates 

and represents 80% of industry revenues (Satchwell et al. 2010). 

Lindgren Soroye and Nilsson (2010) studied Swedish ESCO market 

development; in Sweden, the market has grown significantly only in recent years. 

The study identifies four policy roles behind market success, namely, stimulating 

market activity (economic instrument), customer education (communicative 

instrument), local market differences (regulatory instrument) and the impact of 

ESCO industry activity (procedural instruments and instruments of societal self-

regulation). These policies are consistent with the sustainable consumption policy 

instruments identified by Wolff and Shonherr (2011). The common factor in all 

successful ESCO markets globally is the existence of supportive policy instruments 

and multi-level collaborations between market actors that drive market 

development. In the next chapters, the ESCO business opportunity and the 

construction of a service provider’s offerings in an emerging market is analysed 

considering the role of policy instruments and system-level success factors and 

market barriers. 
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2.1 ESCO success factors and barriers 

As discussed in chapter 1.5, the academic studies of the ESCO industry have 

primarily analysed market success factors and barriers. These works provide not 

only important inputs for this study but also implications concerning the required 

roles of market actors. However, their focus is insufficient for analysing emerging 

market development because it is impossible for one service provider alone to 

tackle barriers and ensure market growth. Therefore, this chapter identifies the 

market actors, their roles and part of their required interplay. As an outcome, the 

barriers and success factors are categorized and either discussed further as part of 

the industry or included in the analysis framework as part of energy saving market 

development activities. 

2.1.1 ESCO success factors 

Based on market experiences in the EU, ESCO success in certain countries is the 

result of various enabling factors and/or the ability of the market to overcome the 

most important barriers. According to Bertoldi et al. (2007), the main system-level 

success factors are the following. 

S1. Energy pricing – Energy prices have been rising significantly due to 

increasing world energy prices, stricter environmental regulations, and/or the 

removal or rationalization of subsidies (Langlois & Hansen 2012). Many 

governments have taken advantage of energy taxes as one of the most effective 

political measures to drive energy efficiency (Suerkemper et al. 2012; Gillingham 

et al. 2006). These governmental interventions have significantly increased interest 

in energy saving projects (Dixon et al. 2010). Performance-based energy saving 

contracting (ESPC) has gained popularity among corporate customers (Pätäri & 

Sinkkonen 2014) as they are being forced for economic reasons to revise their 

energy spending but lack the knowledge or resources to perform energy retrofit 

projects on their own.  

S2. Governmental support – Governments need to enact energy efficiency 

legislation (e.g., Energy Performance of Buildings Directive and Energy Services 

Directive in EU) as a support mechanism for energy saving (EC DG JRC 2014). 

Subsidies are peculiar but effective if they are designed to help the ESCO industry 

by subsidizing energy efficiency investment costs. Several governments initially 

initiated demand-side management (DSM) programs to change the pattern of 
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customers’ electricity use, but these programs subsequently included all types of 

energy efficiency and conservation measures (Gillingham et al. 2006; Smith 2007). 

S3. Liberalization of the energy market – Liberalization has an unclear effect 

on the ESCO market. On the one hand, competition pushes energy prices down 

(especially in the case of electricity), which decreases the incentive to save energy 

(Sutherland 1996). On the other hand, in liberal markets, ESCOs may find a role as 

alternative energy producers (e.g., Suhonen & Okkonen 2013) or outsourcing 

partners (Möllersten & Sandberg 2004). 

S4. Fostering ESCOs – Dissemination of information and capacity building 

have been particularly successful in many countries if they are done effectively and 

for the appropriate audience (Limaye & Limaye 2011).  

S5. Common practises – Standardized documents have helped ESCO 

businesses, e.g., by providing standardized templates for ESPC contracts or a 

successful procedure protocol for conducting part or all of an ESCO’s operations 

(Smith 2007). Templates and protocols are typically useful for embryonic markets 

and for building trust in the ESCO business in general. Usually, a neutral body, 

such as a national energy agency, produces these documents and follows their use. 

S6. Pooling, obligatory audits and grants – These are used to overcome the 

small project size barriers experienced by ESCOs.  

S7. Accreditation of ESCOs – Accreditation is one of the most effective tools 

for increasing trust and guaranteeing the quality of ESCO work in the energy saving 

market.  

S8. Financing – In some countries in the EU, ESCOs have been able to combine 

their offering with partial state funding to make the sector more interesting to 

private investors. For example, in a residential sector, energy efficiency investment 

is lacking because of high transaction costs (Sorrell 2007; Steinberger et al. 2009). 

S9. Improving legislation for a supportive regulatory background – The EU’s 

directives for energy end-use efficiency and energy services are probably one of 

the most important pillars for the promotion of the ESCO industry (Bertoldi et al. 

2007). The public sector is often asked to act as an energy efficiency role model for 

the private sector by fully utilizing the available energy efficiency services, 

equipment, investments and management systems. 

S10. Obligatory audits – These are an effective means for facilitating ESCO 

markets.  

S11. Voluntary agreements – Companies can benefit by having a voluntary 

energy saving agreement that is linked to a government subsidy of the energy 

efficiency investment costs (WEC 2013). 
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S12. Energy efficiency certificates – Energy saving measures that are 

implemented by ESCOs can be certified and verified. ESCOs can sell these 

acquired White Certificates to distributors, who can cover their end-use energy 

conservation obligations with them. 

S13. Carbon savings or reduction – Carbon savings has trading value and 

carbon reduction can be used as an obligation to incentivize energy savings retrofits 

(Smith 2007).  

The implementation of these system-level success factors at the national 

market level differs by country and has a clear impact on market development, as 

discussed earlier in the comparison of the Austrian and German markets. Using 

several (or even most) instruments simultaneously is crucial to successful market 

development (Lindgren Soroye & Nilsson 2010). 

2.1.2 ESCO barriers 

Bertoldi et al. (2007) also listed many barriers to ESPC and ESCO operations in 

EU countries. The most common and most significant system-level obstacles are 

the following.  

B1. Low awareness and lack of information – The most important barrier 

impairing the evolution of ESCOs is that potential clients are unaware of energy 

saving solutions and the benefits that they provide. Companies tend to focus on 

their core business (private clients) or main mission (public bodies) or energy 

constitutes only a small part of their operational expenses; therefore, energy saving 

missions receive low consideration (Steinberger et al. 2009; Marino et al. 2011).  

B2. Trust – Scepticism on the clients’ side in the ESCO offer is another long-

standing obstacle (Backlund & Eidenskog 2013). This scepticism is often the result 

of a limited understanding of energy efficiency opportunities, ESPCs and third 

party financing (TPF). Some clients are afraid that the guarantees will not function 

as expected (Smith 2007). 

B3. High perceived risk – Technical and commercial risks are considered too 

high (Smith 2007).  

B4. Restricted levels of public sector investments because of non-supportive 

procurement rules – Legal and regulatory frameworks are incompatible with energy 

efficiency investments (WEC 2013; Steinberger et al. 2009; Sorrell 2007).  

B5. Measurement and verification protocols – The development of a proper, 

neutral and reliable standard is believed to have the potential to significantly add to 

the success of the ESPC market in almost all countries. 
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B6. Administrative hurdles and high transaction costs – These barriers limit the 

clients’ interest and also keep ESCOs away from the market (Sorrell 2007).  

B7. Split incentives – Sharing savings with customers causes a longer payback 

time for the investment (Marion et al. 2011). 

B8. Aversion to outsourced energy management tasks – Companies are 

uncomfortable allowing an outsider (the ESCO) to intervene in common practises 

and/or change the equipment that they are used to (Marion et al. 2011). 

B9. Availability of financing that matches the specifics of energy efficiency 

projects – When financing institutions are interested in participating in energy 

efficiency investments, especially in emerging markets, the offered financing 

solutions are not advantageous because the perceived risk margins are high. In 

many emerging markets, large ESCOs dominate because they can afford to invest 

in their own equity. In these cases, small ESCOs face difficulties in convincing both 

clients and local financial institutions to endorse a performance-based contract or 

in obtaining a loan for a shared saving contract. Forfeiting has become a tool to 

remedy the ‘lack of cash flow’ problems. 

B10. Motivation – Local decision making and ‘more important’ priorities often 

override energy saving targets, and little credit is given to the immense local co-

benefits of energy efficiency. This lack of motivation often occurs in the private 

sector, as well. The ESPC model has been seen as being complex and containing 

too many institutional requirements, which lowers the motivation to use it, 

especially in projects that focus on a single or several energy saving measures 

(Limaye & Limaye 2011). 

Most of these barriers relate to emerging market development generally and 

require co-operation between (competitive) service providers. At the very least, 

service providers must ensure that marketing messages are not contradicted to 

achieve market trust and the acceptance of the emerging market. 

2.1.3 Key stakeholders for the success factors and barriers 

The above success factors and barriers can be summarized according to the 

following main stakeholder categorization. This categorization helps to define the 

content for the analysis framework of emerging market research. Each success 

factor and barrier is discussed in more detail in chapter 3. 

  



46 

Table 2. ESCO success factors and barriers categorized by stakeholder group. 

Main stakeholder 

(discussed in chapter) 

Success factors, see chapter 2.1.1 Barriers, see chapter 2.1.2 

Government institutions 

(2.3) 

Government support (S2) 

Liberalization of the energy market (S3) 

Fostering ESCOs (S4) 

Pooling, obligatory audits and grants 

(S6) 

Accreditation of ESCOs (S7) 

Improving legislation for a supportive 

regulatory background (S9) 

Obligatory audits (S10) 

Voluntary agreements (S11) 

Energy efficiency certificates (S12) 

Restricted levels of public sector 

investments because of non-

supportive procurement rules (B4) 

Motivation (B10) 

ESCO industry (2.4) Common practises (S5) 

Carbon savings or reduction (S13) 

Low awareness and lack of 

information (B1) 

Trust (B2) 

High perceived risk (B3) 

Measurement and verification 

protocols (B5) 

Administrative hurdles and high 

transaction costs (B6) 

Customers (2.5) Energy pricing (S1) Low awareness and lack of 

information (B1) 

Split incentives (B7)  

Aversion to outsourced energy 

management tasks (B8) 

Financial institutions (2.6) Financing (S8) 

Carbon savings or reduction (S13) 

Availability of financing (B9) 

Table 2 shows that the actions of governmental bodies have a significant impact on 

the success of the ESCO industry (and on energy saving market development), 

whereas the barriers mostly originate from the service provider/customer side. 

Governmental intervention and the market view are discussed in the following 

chapters (2.3 – 2.6), and market activities and the service provider’s relationship 

with other market actors are included as part of the analysis framework in chapter 

3. 
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2.2 Energy sector liberalization and macroeconomics  

The energy sector consists of available primary energy that must be transformed 

into secondary energy to be made available to consumers. Secondary energies 

include electricity, diesel, liquefied petroleum gas (LPG), etc. ESCOs can address 

the generation of secondary energy (Hannon 2012; Suhonen & Okkonen 2013) or 

on energy consumption. This study focuses on ESCOs that operate on energy 

consumption only. From an ESCO industry perspective, it is vital to understand 

how primary and secondary energy production will develop in the future due to 

local market conditions and governmental interventions (Fundación Chile 2012). 

Although liberalization has been identified as having an unclear effect on the 

energy saving market (Bertoldi et al. 2014), the majority of ESCO markets have 

liberalized energy generation. Liberalization has a clear impact on the success of 

ESCOs by creating the right market conditions. Together with other governmental 

policies, ESCOs have used laws and regulations to sell and distribute electricity in 

EU countries. 

As mentioned earlier, energy saving markets differ between countries (e.g., in 

the EU); therefore, a macroeconomic perspective is a good starting point for an 

ESCO to study market potential and its market entry strategy (Bertoldi et al. 2007). 

It is easy to find statistical information for each target market, such as country 

population, population trends, corporate taxation, VAT, inflation, inflation outlook, 

gross domestic product (GDP) and GDP annual growth. ESCOs must commit to a 

new market taking a long-term perspective (Hannon et al. 2015); therefore, it is 

also important to study long-term market outlooks, such as areas of economic 

growth, political risks, regulations, financial fluidity and the industry status of 

energy engineering services (Fundación Chile 2012; IFC 2011).  

2.3 Governmental interventions 

Governmental interventions, or a government’s ability to intervene, relate to a 

country’s macroeconomic environment, which is summarized in chapter 2.1.3 and 

is later discussed in more detail in the ESCO context. Energy efficiency has become 

one of the most central energy policy tools used worldwide, and national 

governments build their energy saving strategy around it to achieve benefits not 

only for the government but also for utilities, energy consumers and the 

environment. The public sector alone often represents the largest energy user in a 

country (Limaye & Limaye 2011). 
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Tanaka (2011) studied energy efficiency policies and grouped them into four 

primary measures: Prescriptive, Economic, Supportive and Direct investments.  

Prescriptive measures include regulations and energy saving agreements (EU 

2012). These measures typically focus on equipment energy efficiency (especially 

through standardization), energy management agreements (including CO2 emission 

targets) and the collection of benchmark data. 

Economic measures involve taxation, direct financial incentives and cap-and-

trade schemes. Taxes can be used both as a penalty (energy and carbon taxes) and 

as an incentive (tax credit/exemption/deduction). Direct financial incentives 

include preferential loans, grants and subsidies (Hansen, 2011; Marino et al. 2011; 

IEA 2010; WEC 2013). Cap-and-trade schemes are mainly used to lower carbon 

emissions and utilize emission trading (WEC 2013) in various geographical areas 

(e.g., in the EU, Australia, Norway, Switzerland, some US states and New Zealand). 

Supportive measures comprise the identification of energy saving opportunities, 

co-operative measures and capacity building. The identification of opportunities 

mainly focuses on encouraging energy auditing, monitoring and data collection 

schemes, as well as collecting and analysing benchmarking data for the energy 

saving market’s future use. Co-operative measures (IEA 2010; WEC 2013) involve 

partnership and promotional programs that are usually linked to either 

supplementary energy saving agreements or to increasing the awareness of possible 

use, e.g., renewable energy and energy saving (Sorrell, 2007; Marino et al. 2011). 

Capacity building measures include best practise information sharing, advisory 

services, training, education and equipment labelling (WEC 2013). 

Direct investments relate to a government’s own procurement, where it prefers 

or mandates the buying and use of energy efficient equipment (leading by example) 

(Marino et al. 2011). 

This energy efficiency policy measure has various governmental energy 

efficiency stakeholders (WEC 2013), such as energy efficiency agencies, utility 

authorities, utilities, municipalities, standardization bodies, regulatory agencies, 

carbon centres, and Super-ESCOs. 

Energy efficiency agencies (WEC 2013) are the owners of energy efficiency 

strategies and have a mandate to ensure that a country’s economy will have 

sustainable energy while preserving the environment. These agencies are typically 

the main authorities for developing alternative and renewable energy sources for 

the country while increasing energy efficiency to reduce the demand for fossil fuels 

(Hannon et al. 2015). Energy efficiency agencies also coordinate all government 
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initiatives in the field of energy efficiency to avoid scattered and uncoordinated 

actions by different governmental bodies. 

Utility authorities oversee the execution of national energy targets and 

supervise operations of utility companies (WEC 2013). In some countries, a utility 

authority is a monopoly and manages the tasks of utility companies. A utility 

authority is also responsible on a national level for energy saving targets, mainly 

on the supply side but increasingly on the demand side as well (Limaye & Limaye 

2011). 

Municipalities plan, design, build and manage the municipal infrastructure, 

facilities and services, and they maintain sustainable development. Municipalities 

focus on increasing the efficiency of existing buildings and supervising the 

implementation of energy efficiency requirements for new buildings. 

Municipalities also actively seek new technologies to reduce energy usage in 

buildings (Marino et al. 2010). 

The task of standardization bodies is to prepare energy efficiency standard 

specifications for industries and other governmental organizations (Sorrell 2007; 

Marino et al. 2010). Standardization bodies focus on consumer protection, the 

environment, national markets and strengthening the national economy (Marino et 

al. 2010). 

Regulatory authorities (WEC 2013) support economic, social and 

environmental objectives through the development of an effective, independent and 

transparent regulatory regime. Regulatory authorities also help to achieve energy 

efficiency targets through regulatory means. In many countries, regulatory 

authorities participate in creating a common ESCO mechanism and a ‘performance 

contracting’ model (Limaye & Limaye 2011). 

Super-ESCOs encourage an ESCO industrial environment and drive energy 

efficiency from a national interest perspective. Typically, a Super-ESCO is an 

entity that is established by a government, and its mandate is to oversee the public 

sector market and to act as a link between governmental entities and private sector 

ESCOs (Limaye & Limaye 2011). A Super-ESCO usually focuses on reducing 

demand-side consumption by promoting energy retrofits and the use of district 

heating/cooling. A Super-ESCO has national demand reduction targets (WEC 2013) 

and focuses on assisting or arranging the financing for ESPC projects (Limaye & 

Limaye 2011). A Super-ESCO also has an important role in supporting non-

governmental projects by encouraging banks to finance private sector energy 

saving projects (WEC 2013) and by overcoming many of the previously mentioned 

barriers (Limaye & Limaye 2011). 
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Marino et al. (2010) listed many policy recommendations that are typical tasks 

for Super-ESCOs, such as financing, fostering and coordinating projects. A Super-

ESCO’s interest is to facilitate access to appropriate forms of financing for the 

market. In terms of fostering, they build market confidence by providing targeted 

policy support and supportive policy frameworks, including the accreditation, 

standardization and establishment of an ESCO association, and by collaborating 

with national energy agencies (Hannon et al. 2015). A Super-ESCO also establishes 

bankable ESCO project pipelines where projects are bundled to achieve the 

preferred project sizes. 

In addition, a Super-ESCO provides energy efficiency information and 

awareness, promotes the energy service industry and offers technical and 

managerial training through workshops and seminars in co-operation with other 

governmental stakeholders. A Super-ESCO also develops energy efficiency 

initiatives, such as reducing energy consumption on the demand side and 

introducing and implementing new energy conservation laws and building 

regulations. In the USA, a Super-ESCO refers to a larger ESCO that provides both 

energy efficiency and energy procurement services and should not be confused with 

the definition used in this study (Limaye & Limaye 2011). 

Governments also use other important incentives to implement energy saving 

retrofits, such as providing subsidies, co-financing, tax incentives and training 

activities. Moreover, governments use laws or mandates to reach specific levels of 

energy efficiency, lower energy consumption by a specific degree or use certain 

energy efficiency technologies (Bertoldi et al. 2007; Gillingham et al. 2006).  

2.4 ESCO as a service provider 

In this chapter, ESCO operations are discussed in order to identify key elements for 

constructing a service provider business model. This chapter utilizes the empirical 

material that was collected as part of launching a new JV ESCO in the emerging 

market of Dubai. 
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Fig. 4. Simplified ESCO business model for a basic Energy Savings Performance 

Contract (adapted from Sorrell 2007). 

An ESCO sells savings achieved by lowering energy costs (direct savings) to its 

customers and restricts recovery of its own service costs over an agreed service 

period (Hannon 2012). An ESCO guarantees savings and will be paid according to 

real, measured and verified savings. The benefits are not limited to improved 

energy efficiency because an ESCO studies the customer’s situation holistically.  

Energy savings can be obtained in two ways, namely, by improving energy 

efficiency (Limaye & Limaye 2011) and by energy conservation (Herring 2006). 

According to Herring (2006), improved energy efficiency means that customers 

produce more output with the same amount of energy (or have the same production 

with less energy), whereas energy conservation means that energy consumption has 

been reduced through a lower service quality or the optimization of minimum need 

(avoiding excessive use). 

Most of the monetary savings generated by an ESCO through its operations 

will be used to pay back the ESCO’s service costs (mainly its own expenses, third 

party equipment costs, financing costs and its intended operating profit) (Limaye 
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& Limaye 2011). With a long service period (up to 25 years) and a long-term 

customer commitment, it is in the ESCO’s best interest to increase the customer’s 

understanding of sustainability and operational efficiency (Hannon et al. 20015). 

Part of the savings can be returned to the customer even during the contract period, 

but the customer can benefit fully from the savings after the service period (see Fig. 

4). 

Fig. 5. Impact of shared savings and interest rates on length of the contract period. 

The service period length and the customer’s share of the savings are the main 

parameters and must be carefully calculated and agreed upon by the customer. The 

available interest rate for financing can double the length of the service period (Fig. 

5). Of course, other business criteria (e.g., ROI and savings) must be fulfilled first. 

The contract period and payback time of the investment are linked to one 

another. Overall, a higher ROI makes a business case more viable, but as discussed 

earlier, a higher ROI seldom alone justifies the investment. A smaller ROI increases 

the financing costs and leads to a longer contract period, which can be attractive if 

the retrofit provides other benefits to the customer, e.g., a company’s profile 

improves with new and modern cladding. An ESCO must manage cash flows and 

find the correct balance between contract periods (longer contract periods increase 

risks and more money is tied to these projects) and customer benefits. It is easier to 

sell a project that provides customer savings from day one, but an ESCO must 

compensate for these savings by using higher risk premiums, which lowers the ROI. 

An ESCO’s offering could be called an ‘energy efficiency one-stop shop’ 

where an ESCO manages all energy saving-related activities on behalf of the 

customer (Stuart et al. 2014, Limaye & Limaye 2011). An ESCO’s project-related 

operations cover a wide range of tasks that can be divided into different phases and 
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activities; this is illustrated in Fig. 6 and described in more detail in the following 

chapters. Because the nature of customer deliveries is technology-based solutions, 

an ESCO should build system-level knowledge, have a good customer application 

understanding (Möllersten & Sandberg 2004) and rely more on its partner’s 

component (equipment) level understanding. 

Fig. 6. Main phases and operational activities in an energy retrofit project (adapted from 

Fundación Chile (2012)). 

Traditionally, customers have had to use many technology and service providers to 

conduct the retrofit of each energy conservation measure, whereas an ESCO not 

only manages the entire process on behalf of the customer but also takes care of 

several retrofits in one bundle. 

In the following chapters, each of the ESCO retrofit project phases (sales, 

screening, implementation and follow-up/O&M) are described more in detail. 

2.4.1 Sales phase 

The sales phase of an ESCO’s energy retrofit project can be divided in two main 

activities: marketing and public relations (PR) and sales. Marketing involves all 

efforts to make the market more favourable for the overall ESCO business. More 

specifically, marketing is designed to promote the ESCOs’ sales. PR includes 

general ESCO concept marketing and PR related tasks. Sales include all tasks that 

lead to a sale and that prepare an ESCO to define its contractual aspects and ensure 

that its risks are identified and addressed.  

Because a main barrier to the ESCO business is lack of awareness and trust, 

Marketing & PR efforts are concentrated to overcome these aspects. This phase 

involves co-operative activities in the ESCO industry (with other ESCOs, 

consultants, equipment vendors, contractors, etc.) and between energy saving 

market stakeholders (customers, regulators, other energy related governmental 

bodies, etc.). Another key objective of this phase is to conduct client pre-selection. 

ESCO operations tend to be interesting to a customer who does not have its own 
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money to invest in energy saving measures; this may also be linked to overall 

problems with the customer’s core business. Once a potentially suitable customer 

has been identified, an ESCO must undertake a preliminary audit of the customer’s 

premises to identify sufficient energy inefficiency for energy savings (Hannon 

2012). At this stage, the ESCO must also explore various ways to fund the project. 

As mentioned earlier, an ESPC obligates an ESCO for a long service period, and 

an ESCO recovers its costs/profits over the entire service time (Feng 2012). A new 

start-up ESCO is inclined to overlook this aspect, especially when the risks are 

associated with the people factor (Langlois & Hansen 2012) and a lack of 

experience causes it to overlook these risks in the screening phase. 

Once an ESCO negotiates with the customer regarding the Sales of the ESPC 

project, it is in the ESCO’s interest to achieve customer commitment to the project 

as soon as possible (e.g., using a letter of intent, LOI, or its equivalent) and to 

charge its direct service related costs even before the final contract has been signed. 

Such services include a preliminary energy audit (also called a walk-through energy 

audit), which is required to identify the ESPC content and savings targets. In many 

cases, the customer orders a preliminary audit from an independent energy auditor 

before it invites ESCOs to the tendering process so that it can compare each ESCO 

offering. Regardless of the source of the preliminary audit, an ESCO is responsible 

for verifying and analysing the audit report through its own technical and business 

development teams, creating business calculations and drafting the ESPC 

agreement for the customer. The sales phase ends with a signed framework 

performance contract (not the final contract). 

2.4.2 Screening phase 

The primary task of the screening phase is to further draft an ESPC agreement into 

a final contract. This phase involves additional auditing services that will also help 

an ESCO to resolve and manage the customer and technical risks of the project. 

Additionally, the screening phase quantifies the efforts needed for the retrofit, 

which perfects the business case calculations. The screening phase includes 

conducting an investment grade audit, pre-engineering the technical design, 

finalizing the project planning and defining the timeline of the contract (service 

period, etc.). 

The objectives of an investment grade audit (IGA) are to measure the energy 

consumption profile (based on the nature of the used building), observe the user’s 

modus operandi in terms of its energy and water consumption activities, identify 
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the possible improvement potential in energy and water efficiency, and classify the 

practical recommendations for action (Thumann & Younger 2008). 

Because a preliminary energy audit has already identified key energy 

conservation measures (ECMs), the purpose of an IGA is to assess the risks in the 

assumptions on which predicted future savings are based (Langlois & Hansen 

2012). The purpose of an IGA is to gather, analyse and draw conclusions based on 

all available data for decision-making purposes. The data that are collected as part 

of an IGA are typically numbers (which are collected, e.g., by a monitoring system 

over a longer time period), recordings (from personnel interviews and available 

documentation, e.g., design and ‘as built’ documentation) and observations by the 

ESCO’s personnel. A successful IGA analyses all of the data taking the point of 

view of ESCO operations; this not only serves technical and business purposes but 

can also be used to convince potential investors to finance the project. The IGA 

results are also used to define the base year information for measurement and 

verification purposes. The base year figures are based on the average energy 

consumed over several years and considers the operating conditions behind this 

consumption (Langlois & Hansen 2012). 

The IGA summarizes all observations, measurement results and 

recommendations to improve energy and water efficiency. As a result, an IGA 

reports and lists all ECMs, practical and prioritized recommendations, CO2 savings 

and payback time calculations. The energy saving measures are used mainly for the 

preliminary design, but they are also presented to the customer during the audit 

process. In many cases, some energy saving measures alone may have too long a 

payback time, but with other ECMs, the combined results become viable and better 

meet the customer’s long-term sustainability targets. A proper IGA also considers 

the cross impact of individual ECMs and avoids the overlapping of savings.  

As part of an IGA, a customer’s financial capabilities are verified, such as a 

minimum profitability threshold, ability to contribute to the initial funding and the 

contract’s payback expectations. This verification is especially important if a 

shared savings model is used to protect the ESCO’s investment and ensure a 

balance with possible savings. The verification of paybacks and the ESCO’s own 

profit expectations are important when a contract uses a guaranteed savings model 

(Langlois & Hansen 2012). The screening phase typically follows the standardized 

steps of the International Energy Efficiency Financing Protocol (IEEFP - EVO 

2009; Fundación Chile 2012). 

Pre-engineering work is required to complete an IGA to identify the best 

possible technical solutions to minimize the total cost of ownership (TCO) and the 
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viable payback time of the project. An ESCO service provider that is technology 

independent can choose the best possible technological solution for the project but 

requires more effort to evaluate various technologies and vendors. Pre-engineering 

is required not only to verify the viability of the identified energy saving 

opportunity but also to ensure that the solutions satisfy customer needs and will not 

adversely affect their day-to-day operations (Hannon 2012). ESCO design must 

also consider operational aspects and maintenance beyond what is traditionally 

considered in the construction industry (Möllersten & Sandberg 2004).  

2.4.3 Implementation phase 

The implementation phase involves mostly resource and project management work. 

Because proper project management is essential to ESPC contract completion, all 

customer project decisions require a formal procedure and a record of all deviations 

with consequences. These variables are analysed to mitigate the consequences of 

any perceived risk. An ESCO can outsource many implementation tasks to its 

partners. The extensive use of partnering means that the ESCO becomes more 

reliant on its partners, and resource management will need to play a more important 

role in its operations. The implementation phase typically includes detailed design, 

purchasing, construction, project management, and measurement and verification 

(M&V) activities (Feng 2012). 

Detailed design work involves engineering design, resource, project and M&V 

planning tasks. Project management is a key skill that an ESCO must develop; 

project managers must be qualified through extensive experience conducting ESPC 

work. Typically, a project manager has full customer, subcontractor and business 

responsibilities for the project (Fundación Chile 2012). A project manager must 

also keep all other relevant project operations current (i.e., accounting, finance, 

engineering, sales, etc.). A project manager further verifies that the correct 

resources are available for the project when they are needed. 

These elements are needed for the final screening/selection of potential 

suppliers and technologies. The ESCO industry provides standardized procedures 

to overcome the industry challenges listed in Table 2. Specifically, the ESCO 

industry provides the International Performance Measurement and Verification 

Protocol (IPMVP - EVO 2009) to offer a precise understanding and upfront 

evaluation of energy audits and subsequent project implementation (Bertoldi et al. 

2014). This protocol is the procedure most widely used worldwide by the 
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engineering services industry. The measurement and verification of savings is a 

particularly important issue when signing performance contracts.  

Equipment supply includes not only purchasing operations for an ESCO but 

also considers strategic and long-term aspects (Hannon et al. 2015). Because of the 

long service period, an ESCO favours suppliers that can install and maintain their 

own equipment over the contract period. An ESCO benefits partners that 

understand the nature of the ESCO and ESPC business and that can provide a 

suitable TCO for the customer. An ESCO tends to minimize its own business and 

technical risks by sharing the risk contractually with vendors, and it prefers full 

turnkey installation services.  

As a critical part of performance contracting, energy savings must be measured 

and verified. This occurs for the first time during installation (before and after new 

installation) and is then repeated annually to ensure that the savings are being 

achieved.  

Although the implementation phase is rather mechanical and does not differ 

much from other energy engineering projects, the primary emphasis is on the results 

of ESPC. Depending on the nature of the solution and the screening phase’s 

accuracy, a new system may need fine-tuning or automated control systems, which 

tend to be an extensive part of a project. The implementation phase ends when the 

project is handed over, and the maintenance aspect of the service period is defined 

and agreed on by the customer, the ESCO and its subcontractors. 

2.4.4 Follow-up and operations & maintenance 

Throughout the ESPC contract period, the financial institution or financer owns the 

installed equipment. Regardless of ownership, an ESCO must ensure that all the 

equipment it has provided are operational pursuant to the contract. An ESCO must 

perform the agreed M&V tasks over the entire service period. An ESCO primarily 

outsources operations & maintenance (O&M) operations to its suppliers, but 

through its own O&M management capabilities, it must assure that its customer 

commitment is fulfilled and its customer relationships are maintained. 

M&V is part of the follow-up routines and is performed annually; M&V reports 

are reviewed with the customer and financier. Measurement essentially means the 

ongoing verification of energy savings. This verification can occur by periodically 

comparing a customer’s energy bills with an established pre-project baseline or by 

performing a direct measurement of the ‘before’ and ‘after’ energy utilization for a 
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specific installed technology (Hannon 2012). M&V also ensures the quality and 

effectiveness of ongoing maintenance and sustained efficiency (IFC 2011). 

As discussed earlier, an ESCO can arrange its functions by using internal or 

external partners. Start-up ESCOs tend to rely strongly on external partnerships that 

help them to grow with the market, whereas an established ESCO that has 

operations in other markets can leverage these resources when it enters an emerging 

market. Regardless of the strategic decisions, ESCOs must be able to demonstrate 

their credentials in the local market and credibly manage their resources to compete 

for the first available projects (Suhonen & Okkonen 2013). These criteria were also 

key for the studied JV ESCO, in which a local energy consultant company together 

with a regional conglomerate attempted to find an international ESCO to partner 

with in the emerging market. Despite constructive discussions with many 

international ESCOs, the perceived risks of an unknown and emerging market and 

the required commitment for resourcing caused hesitation. Although all partner 

candidates understood the potential, uncertain market growth affected timelines 

and the willingness to invest heavily upfront.  

2.5 Customers for ESCOs 

This chapter focuses on defining and analysing ESCO target markets by reviewing 

them from different points of view, such as geographical and technological 

perspectives and customer and economic segmentation. Because of the nature of 

long-term service contracts, the relationship must be developed to be close, co-

operative, candid and trusting to ensure that the needs of both the customer and the 

ESCO are met (Hannon 2012). 

2.5.1 Geographical target market 

It is natural for an ESCO to expand its operations to new geographical markets 

either within in one country or to neighbouring countries. Geographical 

diversification also helps ESCOs to overcome the limited project opportunities in 

a single emerging market. To choose the target markets for ESCO operations, 

certain market conditions must be met. The most important criteria are linked to 

energy pricing, available local financing, energy saving awareness, a supportive 

regulatory system and available resources (see also other success factors and 

barriers from chapter 2.1). Sustainable energy efficiency investments must have 

reasonable ROIs. Incentives from energy pricing and other government support 
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structures (in the form of market subsidies or other monetary vehicles) must be in 

place to make the market attractive to ESCOs. Equally important is the financing 

available through either private sources or government-organized funding. 

Understanding of the energy efficiency market and the availability of sufficient 

ESCO information helps clients to accept long-term energy contracts. These 

contracts are supported by a suitable regulatory framework, M&V standards and 

the availability of qualified neutral advisors for M&V. 

2.5.2 Technology perspective  

In technological terms, target market can be defined by very limited silos (Lighting, 

Boilers, AC, Chillers) or by taking a holistic approach to the full scope of energy 

savings measures that can be performed in the project (Rosenstock 1997). The 

choice of definition is a strategic decision that ESCOs must make in the early phase 

of their operations, although an offering can be changed according to the market 

conditions. Because there is no single model for ESCO operations, ownership and 

background impacts an ESCO’s value proposition and the structure of its offering. 

Various equipment manufacturers have entities that offer ESPC and ESCO services. 

Some examples are Honeywell, Siemens, Danfoss, Johnson Controls, 

Schlumberger and ABB, which have all created ESCO operations in various 

countries (IFC 2011), sometimes with the support of international financial 

institutions (IFIs) (for instance, Siemens with EBRD and Honeywell with EBRD 

and IFC). 

2.5.3 Customer segmentation 

One strategic decision for an ESCO is how to define its customer base in each 

market. A commonly used classification is to base it on either the industry sector or 

on the economic segment. However, in practise, even in the most developed 

markets of North America and the EU, ESCOs usually focus on all types of 

buildings, and to a lesser degree, their focus is based on industrial sectors. The 

reasons for this are typically a small overall market and public sector dominance of 

the market. 

In many emerging market situations, the ESCO market is too small, and an 

ESCO must be flexible and adapt to any opportunity. Additionally, in most 

countries where the ESCO market is well developed, it is essentially driven by the 
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public sector, which often consists of all types of buildings (i.e., office buildings, 

recreational facilities, etc.). 

Some ESCOs claim to specialize in industrial sector customers. However, 

performance-based contracting in particular is unpopular because energy efficiency 

projects are seen as having too long a payback period. Moreover, ESCOs are not 

recognized as experts in their specific industrial segment (e.g., pulp & paper, 

manufacturing, etc.), which would be needed to analyse impacts on production or 

quality. This specialization would also require an ESCO to develop very specific 

knowledge in the particular legal, institutional and financial environments in which 

their customers operate. Developing a core business in a specific sector that can be 

implemented in several markets is difficult, and transaction and other costs would 

increase significantly (Vine 2005). 

For these reasons, practically no ESCO focuses on a single specific sector or 

client type. Although an ESCO’s main emphasis may be an industrial sector, its 

major task involves building (and not the application of) energy efficiency retrofits.  

Although ESCOs serve all types of customers, the main revenue in Europe and 

the USA comes from the municipalities, universities, schools and hospitals (MUSH) 

segment for those ESCOs that can provide both technical energy efficiency 

expertise and direct project financing. As an economic segment, MUSH is 

undoubtedly the most interesting market because it has a lower credit risk than other 

sectors. An ESCO can play an ‘aggregating’ role by addressing many buildings 

under the same ESPC agreement (Rosenstock 1997) and by designing investments 

that are somewhat similar. 

Economic segmentation is more relevant to an ESCO, regardless of the types 

of customers it serves. Several economic sectors have been identified, and 

comparable data are available from various geographical markets. These sectors 

are MUSH, commercial & industrial (C&I), public and charity housing, and 

residential and others. In the main European and US markets, MUSH, and 

particularly the school segment, has been a major driver of ESCO business (IFC 

2011). In the USA, the MUSH market represented approximately 64% and other 

federal projects accounted for approximately 20% of ESCO industry revenue in 

2011, whereas in the private sector, C&I represented only approximately 8% and 

residential and other accounted for approximately 3% of industry revenue (Stuart 

et al. 2014). Private sector projects in the USA have a small share because private 

companies are generally averse to financing energy efficiency projects, especially 

when they have long payback times. The private sector uses its own cash rather 
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than financing ESCOs and prefers projects with extremely short payback times (1-

2 years). 

2.6 Financing energy retrofit projects  

Finding financing for an ESPC project is not easy in any of the energy saving 

markets, but it is critical for emerging markets. In the emerging market stage, local 

financial institutions (LFIs) do not have previous experience in ESPC contracting; 

therefore, an ESCO must use its own resources and efforts to secure financing for 

projects. Depending on the ESPC contract type, an ESCO must solve different 

financing problems, which are discussed further in this chapter. The most common 

ESPC contract models are ‘shared savings’ and ‘guaranteed savings’. The third type 

of contract model is ‘chauffage’, which is used mainly in contract energy 

management or in energy service contract projects where an ESCO also produces 

energy (e.g., cooling and heating) for customers (IFC 2014). Currently, in North 

America and Europe, 90% of contracts are a guaranteed savings type, although 

chauffage is gaining popularity (Langlois & Hansen 2012). In emerging markets, 

the shared savings model is more common because of the lack of third party 

financing or governmental monetary support for these projects. Regardless of the 

model, an ESCO provides a complete range of implementation services that 

generate energy and cost savings for repayment; the key difference between the 

models concern whose balance sheet the investment will be reported on (IFC 2011).  
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Fig. 7. The most common ESPC financial models. 

As illustrated in Fig. 7, the basic differences between the models are how the project 

is financed, payments are collected and savings are allocated between the parties. 

In the shared savings model, the ESCO provides or arranges for most or all of the 

financing and assumes customer credit risk. In the guaranteed savings model, the 

customer arranges financing, and the ESCO guarantees certain performance 

parameters (usually energy savings); payments are made once the project 

parameters have been confirmed (Limaye & Limaye 2011). 

2.7 Summary 

As discussed in the beginning of this chapter, an ESCO attempts to benefit from an 

energy saving gap (the opportunity) and builds its operations to serve its customers 

with a complete service offering. The majority of criticisms of ESCOs concern 

savings that were not achieved, lower than anticipated or not provable. The 

explanations involve the rebound effect (Herring 2004; Li & Han 2012; Madlener 

& Alcott 2009), the inaccuracy of estimations or situations that changed in the 

customer environment. 

Inaccuracy can occur at any part of ESCO operations, but the most direct 

inaccuracies include the following: opportunity qualification, quantification of the 
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current state and expected savings, opportunity calculations (unexpected costs or 

benefits), and verification (Langlois & Hansen 2012). 

Other reasons for inaccuracy concern the decision making of energy efficient 

retrofits (Gultekin et al. 2014). 

Irrational reasons (Allcott & Greenstone 2012; Gillingham & Palmer 2013) 

can be a consequence of asymmetric information, an agency problem or behaviour 

anomalies (Allcott & Greenstone 2012; Gillingham & Palmer 2013). Asymmetric 

information occurs if the seller has more information than the buyer or the seller 

makes assumptions or lacks vital information regarding the customer’s business 

and/or the customer’s benefits/costs. An agency problem occurs when the customer 

does not actually benefit (e.g., the owner of a building makes the improvement that 

lowers the tenant's electricity bill). Behaviour anomalies can include having non-

standard preferences (e.g., consumers tend to take a long-term view for decisions 

about outcomes in the distant future), non-standard beliefs (typically due to limited 

attention or when consumers systematically underweight or process only subset of 

available information), framing (which is used to simplify decision making, but the 

presentation format or the subset of information selected can substantially affect 

the choice) and the heuristics approach to decision making (decision maker’s own 

preference influences the selection) (Kimmel 2010). 
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3 Theoretical framework of emerging market 
development 

This chapter first discusses markets and then introduces the theoretical aspects of 

the analysis framework. First, the overall market is introduced, then the emerging 

market is specifically examined, and finally, the key theoretical aspects of the 

analysis framework are discussed. The theoretical aspects consist of market 

activities, innovation layers (later called market layers) and evolutionary factors, 

which are studied from a service provider’s perspective. The main objective of this 

chapter is to form an analysis framework, which will help in understanding an 

emerging market by analysing emerging market actions, actors and the interplay 

between actors. 

The markets are not spontaneous, self-organizing collections of dyadic 

exchanges but rather require organizations to establish and maintain market 

development (Anderson & Cox 1948, cited in Araujo et al. 2011 p. 5-6). To study 

markets, the marketing theory literature takes various disciplines and points of view 

rooted in economics or other theories (Baker 2010). Markets have been studied 

from perspectives such as cultural aspects, considering the culture that marketers 

and other parties share or need to share to do business (Lee & Shum 2010), and 

relationships, which form more market-based and network-based views of the 

market (Möller 2010). These aspects form central themes around local market 

actors, conditions and characteristics. Whereas marketing strategy relates to game 

theory and evolutionary ecology (Wensley 2010), target segment strategy (plan and 

execute the organization’s go-to-market strategy based on differentiated 

propositions and positions) (Simkin 2010), innovation and new product 

development (including service innovation and the innovation process) (Hart 2010) 

are related to the service provider’s intent to achieve a desired position in the market. 

There are also other theories that touch upon this study but have been omitted, such 

as the resource-based view (Wernerfelt 1984; 1995), because the present study 

assumes that if a company lacks certain resources or skills, it can find them by 

identifying the right partners and alliances. Another alternative approach is 

technical change (Teece 1988), but as technical change is not seen to be the key 

driver of the service market evolution, it did not fit the scope of this work. The third 

alternative approach is the product-service system (e.g., Tukker 2004), which 

includes a service focus, but as these services are linked to specific products, it did 

not fit the scope of this study.  
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This research focuses on analysing the market dynamics, relations and 

evolution of the emerging market from a service provider’s perspective. Because 

market dynamics, relations and evolution are rather difficult to observe and even 

harder to measure, the above theoretical aspects have been used as the basis of the 

analysis framework. The analysis framework also addresses the phenomena 

holistically from a service provider’s point of view (Mele et al. 2015).  

3.1 Conceptualizing markets 

In this study, a market is defined as a socio-technical organization (Araujo 2007; 

Kjellberg & Helgesson 2007) that connects many actors and objects to a common 

frame that facilitates a comparison of the array of goods and services. A sustainable 

market allows actors to compare products based on a series of dimensions and 

qualities; the market temporarily transforms products and services into goods 

(Finch & Geiger 2010). Buyers and sellers assess these dimensions and qualities 

for business decisions. The market actors comprise not only buyers and sellers but 

also other actors, such as financing entities, research institutions, regulators and 

municipal organizations (Hannon 2012). Especially in the emerging market phase, 

many actors may engage in common activities to develop and market new 

technology-based services and may form both formal and informal business 

networks (Palo 2014). There are also other definitions for markets, but because of 

the nature of emerging markets, they are not applicable. For example, in a socio-

technical arrangement, the market focuses on goods, market arrangements are more 

stabilized and market boundaries are widely recognized (e.g., Caliskan & Callon 

2010). 

In defining emerging markets, it is useful to understand the definition of a lead 

market; a new product or service is first introduced in a ‘lead market’, where the 

first-mover attempts to fully exploit the innovation (Cleff & Rennings 2011). 

Although this study does not assume that an emerging market is a lead market, 

Cleff and Rennings (2011) raise many interesting findings that are relevant to this 

study. First, if an emerging market is not a lead market, there was a lead market 

somewhere else, which means that a service provider cannot fully exploit 

innovation; however, the service provider can greatly benefit from the experience 

of other emerged markets such as in the empirical case examined in the case study. 

Second, a lead market and the subsequent markets typically contribute to the 

development of a corresponding industry; for example, in this context, the ESCO 

industry and awareness of innovation lowers the switching costs of emerging 
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market customers (Cleff & Rennings 2011). A market can be local, global or 

something in between depending on the applicability of the goods and services to 

the market (Bartlett 1990). Global market products are commoditized, and the 

pricing follows international trading for products such as oil, rice, raw materials 

and services, including internet and cloud based business applications or games that 

do not require localization. In the case of a regulated market, there may be a local 

market in addition to global products and services. 

The more sophisticated products and services or those that require 

customization typically create a smaller local market. Geographically, a local 

market can be a country, state, city or even a single marketplace where a sufficient 

number of market actors can ensure that trading and pricing follows the basic rules 

of supply and demand (Caliskan & Callon 2010). Internationally, it is possible for 

similar local markets to exist or develop individually at the same time, but they will 

follow the same market principles and use common industry standards (Cleff & 

Rennings 2011). 

For example, the energy industry is global, but energy markets are typically 

local. Therefore, the energy industry consists of global companies that sell their 

products (through their local organizations) to local markets at local prices. 

Typically, local markets include actors that operate in the same geographical or 

otherwise restricted market area. The actors in industries are related (formally and 

informally) and interact in many markets simultaneously; they are strongly 

influenced by their competences, learning processes, and the knowledge base of the 

sectors and institutions (Malerba 2005). 

In general, market creation does not occur overnight in an untapped area; rather, 

it develops from existing businesses or markets (Malerba 2005). Various events can 

trigger a transformation process that leads to an emerging market (Araujo et al. 

2010), where a new business model will change the competitive situation in the 

existing market and facilitate the evolution of the emerging market or sub-market 

(Nyström 2008). Emerging and existing markets tend to have the same type of 

market actors, but the position of these actors in the value chain is based on their 

competence in the new market and is significantly different from their position in 

the existing market (Nelson 1995). The emerging market can eventually kill the 

‘old market’ and substitute its own offering. Teece (2010) studied such cases and 

introduced, as an example of business model innovation, a case where a company’s 

reengineering of meatpacking changed the entire industry. According to Teece 

(2010), Swift discovered that if meat were centrally slaughtered and delivered to 

distant markets in refrigerated freight cars instead of delivering cattle alive and 
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slaughtering them locally, this would bring significant costs savings and 

improvement in the quality of the final product. This innovation changed the entire 

industry and quickly displaced the ‘old’ business model involving networks of 

shippers, butchers and railroads.  

Similarly, an ESCO (as a service provider) attempts to transform the energy 

saving market. Instead of improving the efficiency of a single device, an ESCO 

holistically evaluates all possible means to save energy, and through its 

collaboration with other market actors, an ESCO delivers the best possible 

solutions to customers. An ESCO sees the energy saving market as an arrangement 

of existing and new actors (see Fig. 8) where it attempts to build its own service 

offering, bundle all relevant energy saving services (evaluate, finance, implement 

and maintain) and select a suitable partner from the market, often on project basis 

(Gultekin et al. 2014). In this way, an ESCO utilizes the market innovation behind 

the ESCO industry and builds its own innovative processes and best practises to 

serve the local market in the best possible way (IFC 2011). Fig. 8 also shows that 

the market has many existing service providers that can utilize the ESCO concept, 

and by extending their offering, these service providers can compete in the same 

market. Existing service providers have an equal opportunity to participate in the 

market as a partner or subcontractor of an ESCO or to become an ESCO by 

exploiting the same innovation. 

New actors, such as energy auditors, energy management system (EMS) 

providers or CO2 traders, as shown in Fig. 8, do not need ESCOs to operate in the 

emerging market. However, these actors benefit from the ESCO concept because it 

supports their offerings and raises awareness of and interest in their business 

propositions (Sorrell 2007; Hannon 2012). For existing service providers, an ESCO 

forces them to position themselves for the emerging market by either continuing to 

offer their services through an ESCO or by launching a competitive offering based 

on the ESCO concept. The existing other market actors (e.g., non-service providers) 

and financial institutions face new opportunities and must decide whether to 

become actors in the new market. Performance contracting requires that the project 

be financed, and easy access to external financing significantly boosts the take-up 

of an emerging market (IFC 2011).   
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Fig. 8. Energy saving market actors and their position based on market offering. 

Previous studies have suggested that innovation has an important and clear role in 

market creation (e.g., Dubois & Lind 2012). However, this study focuses not on 

innovation paths but rather on the events that occur when innovation is exploited, 

gains general acceptance and begins to change the market or markets (new and old). 

Innovation in this study can be treated as a ‘given’ (regardless of the ownership), 

with the assumption that market actors have the same access and opportunities to 

exploit it. All of the problems that involve inventions and property rights (e.g., Cleff 

& Rennings 2011; Sallinen 2002) and the obstacles that they bring to the 

development of an emerging market (Arora et al. 2001) were excluded from the 

scope of the present study. Because the present study focuses on the service 

business in the context of energy saving, innovations mostly concern business 

models and business processes; property rights are thus not relevant from a business 

perspective and were therefore omitted from the scope of this study. 

This study analyses early market development from a service provider point of 

view. More specifically, this study analyses a situation in which the service 
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provider becomes a market actor in the emerging market with the intention of 

establishing a position to shape and influence the development of the emerging 

market. 

Researching emerging market development is complex because it requires 

different types of interplay between actors to achieve the common goal of growing 

the market. Simultaneously, the industry structure requires that various actors work 

together to materialize the generic energy saving promise. To obtain the desired 

holistic view of emerging market development, this study uses three academic 

research streams as cornerstones for studying emerging market development: 

market activities, market layers and market evolution. In addition, this study uses 

ESCO research from different academic disciplines to capture key ESCO industry-

specific elements. 

Market activities categorize market actions that correspond with a service 

provider’s market development intention. This categorization helps to analyse 

individual actions and group them based on their related activity9. This study uses 

recent marketing studies (from the Industry Marketing and Purchasing Group); 

these are used specifically to increase market understanding from the perspective 

of dynamic market behaviour and then to use the same main activities in the context 

of emerging market development. These market activity categories were selected 

to correspond with market evolution and the innovation relationship, but they are 

named to better describe emerging market development: market innovation (e.g., 

Kalsaas & Bunk 2012), market analysis (e.g., Mason & Palo 2012), market offering 

(e.g., Dubois & Lind 2012) and market shaping (e.g., Ulkuniemi et al. 2014). For 

example, Fig. 2 illustrates the mapping of different actors and actions with their 

related activities. These activities are not chronological because many of them 

occur simultaneously. The illustration helps a service provider to visualize the need 

to balance its interplay with other market actors with its business targets. 

For market layers, this study follows Barcet’s innovation layer model (Barcet 

2010), which is specifically for service-based innovation. This selection is well 

justified because the studied phenomenon involves the service business, and 

business innovation is a key market driver in the empirical context. The used layers 

are the customer, the service provider, the organization and internal and external 

operators. The customer layer describes the value and benefits of the service 

                                                        
9 “Activity” is defined as the state of being active; the quality or condition of being an agent or of 
performing an action or operation; the exertion of energy, force, or influence (according to the Oxford 
English Dictionary) 
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offering that customer can obtain. The service provider layer describes the offering 

and the service provider’s interpretation of service value creation (business model). 

In this study, organization refers to the capabilities and know-how required from 

the service provider to manage a service offering. Internal and external operators 

refer to the required resources and skills for service delivery. The touch points of 

the layers represent the interplay between service providers and other relevant 

market actors (customers, partners, subcontractors, regulators, etc.) so that an 

ESCO, as a service provider, can create or supplement its market offering. This 

study uses the term ‘market layers’ in reference to Barcet’s innovation layer model 

to avoid confusion, with market innovation, which is a market activity, and 

innovation, which the service provider utilizes to construct its market offering. 

For market evolution, the starting point is the service provider’s relation to 

market innovation because market actors’ commonly aim to ensure that the market 

evolves to a growth stage. This study uses Malerba’s (2005) identified evolutionary 

factors—demand, knowledge, networks and co-evolution—as qualitative 

viewpoints when analysing the empirical data. Malerba uses these factors to 

understand the relationship between innovation and industry evolution. In this 

study, these factors link actors and actions through the theoretical aspects of market 

layers and market activities. Demand creation in emerging markets requires 

marketing activities not only from service providers but also from other market 

actors, and often collectively. Knowledge is the key component of a service offering 

and can be the key differentiator between service providers in an emerging market 

(Fagerberg 2005). Part of this knowledge is the service provider’s ability to 

innovate or to find the best possible way to exploit existing innovation (Freeman 

1988). Networks can be seen as a source of both innovation and market offerings. 

This study uses two network research approaches: structural (Koza 1998 & 1999) 

and managing business networks (Möller et al. 2005). Co-evolution mainly 

concerns the collective actions (Struben & Lee 2012) between actors to achieve 

market take-off. 

Each of the theoretical aspects is discussed further in the following chapters, 

and conclusions are drawn in the analysis framework at the end. 

3.2 Market activities 

Market activities are the first theoretical aspect of the analysis framework and the 

starting point of the analysis.  
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This study assumes that a market innovation or any other type of innovation 

has a significant role in market creation and enables the evolutionary process of an 

emerging market; therefore, market innovation is also the first market activity. The 

other activities are market analysis, market offering and market shaping, which 

follows a services marketing strategy definition (Doyle 2001, p. 352-354). Doyle 

used the terms target market segmentation (market analysis), differential advantage 

(market offering) and operating strategy (market shaping), but to better reflect 

recent IMP studies and match the emerging market context, new terms were 

selected. 

When observing the phenomena from a service provider’s viewpoint, a set of 

key market activity elements of can be summarized and are further discussed in the 

following chapters. 

1. Market innovation: With innovation, a service provider shifts its business 

model from an ‘old market’ to a ‘new market’ and examines how it can leverage 

its capabilities to execute this shift.  

2. Market analysis: A service provider creates its own understanding of related 

markets and its perception of ‘new market’ development; it also creates a 

business plan to justify its operations and the necessary investments. The 

business plan contains the essential elements of a company’s business model, 

strategy and tactical plan. 

3. Market offering: The offering is a service provider’s response in terms of the 

explored business opportunities and the offering built to meet new market 

requirements. As an emerging market evolves, a company learns how the 

market develops, iterates its business model accordingly and uses possible 

alliances to explore opportunities. 

4. Market shaping: A service provider can potentially shape the market by 

developing its offering, utilizing its business network and adapting its business 

model in response to market dynamics caused by other market actors as it 

performs market-shaping actions. Market shaping is more effective if the actors’ 

relationships develop with the emerging market, which leads to co-evolution 

in the market. 

In the next chapters, theories and the applicability of each market activity to the 

context of this study are discussed further. 
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3.2.1 Market innovation  

Market creation is often linked to innovation through disruptive technologies (e.g., 

Christensen 1997). By exploiting the innovation, a service provider attempts to 

capture a growing incentive throughout the market’s evolution (Malerba 2005). 

Although technological innovation is not a focus of this study, it can trigger market 

innovation and lead to market creation. However, knowledge of and accessibility 

to the motivations behind the innovation must be widely accepted among market 

actors for market creation (Kogut 2000; Malerba 2005).  

Many companies have defined new strategies based on open innovation, where 

they attempt to fill gaps in their current business or to explore how their internal 

technologies can be used to create new business outside of their current domain 

(Simanis & Hard 2011). Some companies focus their activities merely to fund, 

generate and commercialize innovations (Chesbrough 2011). 

‘Service-based innovation’ is an alternative to the dominant understanding of 

innovation as being connected to technology and tangible products (Kalsaas & 

Bunk 2012). According to the latest research, combining a service-based innovation 

and a market innovation will provide conceptual advances for a company. 

Especially with a service-based innovation, a company must study the roles of 

market actors and mechanisms to create new value. In an emerging market, 

innovation is primarily evaluated by value and not price or cost (Kalsaas & Bunk 

2012).  

An innovation that contains elements of both business innovation and service-

based innovation is more difficult to copy, which can be vital for surviving in the 

market (Kalsaas & Bunk 2012). This type of innovation can be important to a 

company, but at the same time, it can delay the development of a new market and 

its potential profits. Strategically, the company must ask if it should primarily 

attempt to achieve a larger part of a small ‘market’ or a smaller share of a large 

‘market’. When a new innovative market object is launched, it can be expected to 

cause an overflow in the market. This overflow destabilizes the market (not only 

the ‘old market’) because of the response from competitors (Kalsaas & Bunk 2012). 

The innovation behind the ESCO concept relies on leveraging energy saving 

opportunities ignored by customers who waste or inefficiently use energy. Typically, 

an ESCO also argues that a customer does not require a new budget for investment 

but rather should use its energy budget; the customer can use the savings that the 

ESCO provides to pay for its services. Because energy efficiency is just a tool to 

capture savings, an ESCO delivers solutions that eventually turn inefficiency into 
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actual monetary savings (Langlois & Hansen 2012). An ESCO’s success depends 

on its ability to deliver all solutions by identifying ECMs, finally handing the 

solution over after the service contract period and virtually managing all retrofit 

aspects in between on behalf of the customer. For the customer, an ESCO tends to 

be a risk- and investment-free solution provider that has an embedded defence 

mechanism for the customer’s interest. 

Innovation has traditionally been linked to technology and industry evolution, 

whereas non-technological and intangible innovation has been less studied (Edquist 

2005). This activity focuses on a service provider’s ability to utilize market 

innovation and impact development of the emerging market. Because innovation 

has been studied more in the industry context (e.g., Freeman 1988), the following 

table (Table 3) describes the difference between market and industry evolution and 

helps the reader to better understand the definitions used in this study. Although we 

earlier discussed how disruptive innovation is needed and typically triggers market 

creation, these options exist in emerging market development. Companies use these 

options not only to improve their own position in the market but also to ensure that 

the market develops and reaches its growth stage. For example, a service provider 

that is present in an ‘old’ market is disrupted by new market actors, which requires 

it to transform its operations to utilize the business innovation of the ‘new market’ 

so that it can become an actor in the new market. A service provider that enters an 

emerging market must differentiate by building its own business concept and must 

attend market evolution by shaping the emerging market. All of these aspects are 

discussed for the market layers in chapter 3.3. 

Table 3. Summary of the market and industry evolution comparison used in this study. 

Level Market (as used in this 

study) 

Industry (Freeman 1988) 

Evolve by Shaping market Incremental innovation (R&D) 

Differentiate by Business concept  Radical innovation (e.g., new product) 

Transform by Business innovation New technological system  

Disrupt by New market  Changes in techno-economic paradigms 

Schumpeter’s work (Schumpeter 1934; Schumpeter 1939; Schumpeter 1950) has 

been a cornerstone of the innovation and industrial change theme and it still is the 

foundation of many current views. These views are associated with the emergence 

and growth of different sectors, dynamic competition that concerns new 

technologies and products, and incumbents that focus on the existing technologies 
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(Malerba 2005). According to Schumpeter (1912), a new product-related 

innovation is typically linked to a means to improve quality, introduce a new 

production method, open a new market, introduce new raw materials or adopt a 

new organizational structure. Schumpeter (1934) placed innovation as a central part 

of industrial evolution and economic transformation, which also enables new 

market creation (Malerba 2005). According to Schumpeter, innovation is closely 

linked to the growth and decline of industries and also has an equal connection to 

markets and market developments (Malerba 2005). 

Market analysis provides a good understanding of how a market develops and 

how individual actors relate to the market (Storbacka & Nenonen 2014); a company 

can create its competitive advantage (e.g., price, demand, transfer, export or market 

structure) based on its interpretation and use of the innovation (Cleff & Rennings 

2011). Ultimately, market innovation is intended to lead to a situation where the 

new market has become more significant than the existing market.  

Traditionally, innovation has been primarily linked to the development of new 

products and technologies (Porter 1980, Chirstensen 1997). Recently, innovation 

has been increasingly applied to the development of new services, business models, 

pricing plans, management practises and routes to market (Birkinshaw et al. 2011). 

In addition, the transformation of any part of the value chain has increased 

recognition, whereas the innovation of products and services is only considered to 

be the ‘tip of the iceberg’ (Birkinshaw et al. 2011). Sawhney et al. (2011 p29) 

defined business innovation as the “creation of substantial new value for customers 

and the firm by creatively changing one or more dimensions of the business system.” 

Sawhney and colleagues listed the following characteristics: 1) new customer value 

2) can occur on any dimension of a business system and 3) is systemic. These 

characteristics are also used to analyse market innovation is this study. The two 

first characteristics are rather trivial and were discussed earlier. The last 

characteristic is vital to the service business, such as to service providers in the 

context of this study, where the processes and management of business networks 

create a majority of the core business (see chapter 2). 

Dubois and Lind (2012) have constructed a business model framework to study 

market innovation and the possible paths to it. Their study uses, as a starting point, 

three key elements of the framework: market offering, technology and network 

architecture. These are the same business model elements that Mason and Spring 

(2011) introduced earlier. The present study further re-uses this business model 

framework to identify and analyse market innovation as the basis for a market 

offering that a service provider must present to an emerging market. 
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Market innovation, or more specifically its implications for a service provider’s 

business model, helps a service provider to drive emerging market development 

with its own actions (Bertoldi et al. 2013). Innovation primarily attempts to 

improve a company’s position or shape a market so that it will be stronger with the 

service provider in it. Innovation that attempts to create a new market requires 

market actors to mutually drive the evolution of the emerging market and actively 

seek a disruptive method of transformation to limit existing service providers’ 

ability to compete. A service provider’s strategy to explore or exploit market 

innovation (Kjellberg et al. 2015) depends on its current market position and the 

efforts it is willing to invest in the emerging market’s development (Struben and 

Lee 2012). In the context of market evolution and a service provider’s strategic 

intent, Table 4 summarizes the benefits and risks that a service provider must 

evaluate as it develops its own offering for the emerging market. 

Table 4. Competitive methods for a service provider that operates in an emerging 

market. 

Method Benefits Risks 

Evolution Simple, significant internal changes are not 

needed 

Achievable competitive advance is 

rarely high enough for a new 

company 

Differentiation New offering (e.g., services) is regarded as 

a supplement of existing products 

Existing company focuses only on 

protecting existing offering 

Transformation Bring more customer value by replacing 

focus, e.g., from product business to 

service business or from price to customer 

value 

Cannibalising existing business; 

competitors can adapt to a new 

situation if they have the resources 

and capabilities  

Disruption Offering is radically different from 

competitors, and they will have very limited 

ways to compete with their own offering 

Market is not ready for the new 

offering 

Transformation and disruption require more radical effort and resources than 

evolution and differentiation; therefore, the selected strategy must be in balance 

with the risks/rewards and the service providers’ capabilities in the emerging 

market. These competitive method definitions are used in the analysis framework 

and further discussed in the coming chapters. 

Industrial evolution and innovation have been studied widely (Malerba 2005), 

and their linkage to market development is discussed more in chapter 3.4. 
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3.2.2 Market analysis 

Before a company decides to enter an emerging market, it must analyse the existing 

actors and their roles and positions in the current market state. If the market is 

emerging and somewhat competing with other existing markets, then the company 

must also analyse the demand, market enablers, potential market size and 

competitors from all connected markets. 

A market analysis is required for companies to define their competitive and 

corporate strategies; this is essential for planning any new market entry. The 

literature has different approaches to studying markets and their actors, such as 

industrial organization theory (Callon 1998), the resource-based view (Sallinen 

2002, Dubois & Lind 2012), dynamic capabilities (Teece et al. 1997) and game 

theory (Brandenburger & Nalebuff 1995; Bengtsson & Kock 2000). By utilizing 

these different theoretical approaches, researchers have been able to better 

understand the dynamics of competition and markets (Casadesus-Masanell & 

Ricard 2010).  

The business-oriented literature contains methods that are developed and 

widely used for market analysis to identify possible gaps and business opportunities 

(Porter 1980). Porter (1980) provides comprehensive methods for analysing a 

market from various points of view, and these methods are mainly used for industry 

evolution. Porter has also identified the well-known S-shaped curve of the (product) 

life cycle, which includes phases or cycles of introduction, growth, maturity and 

decline. This study uses Porter’s model to supplement the analysis of an emerging 

market to include the existing market and its actors. 

Porter’s (1980) methods relevant to this study involve a supply side analysis, 

namely, industrial characteristics (for an ESCO industry view), early mobility 

barriers (emerging market) and industry development (the aspects that also concern 

market development).  

Technological uncertainty is an industrial characteristic of an emerging 

industry/market (Porter 1980), which is also connected to a business model with all 

the required links to other market actors. The second industrial characteristic is 

strategic uncertainty, which especially involves service providers that are entering 

an emerging market. Another industrial characteristic is a high initial cost that 

results from the uncertainty that the emerging market can provide adequate demand 

and the efforts required to gain market trust. Embryonic companies and spin-offs 

represent all actors in an emerging market. Other relevant characteristics of an 

emerging market are a short time horizon and subsidies. 
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Early mobility barriers (Porter 1980) include the market offering and a service 

provider’s ability to serve the market through proprietary technologies, access to 

distribution channels and access to skilled labour. These barriers also encompass 

the related cost advantages and risks as discussed in chapter 2. 

The problems constraining market development (Porter 1980) relate to a 

service provider’s inability to obtain or the high cost of scarce resources. Although 

the absence of infrastructure, regulatory approval and industry standardization are 

not part of an ESCO’s offering, they are required elements of emerging energy 

saving markets. The perceived likelihood of obsolescence, customer confusion and 

erratic service quality are characteristic of pilot EPC projects and can also create a 

market image and potential credibility concerns with the financial community.  

Each of these methods is applicable and has useful perceptions when analysing 

a JV ESCO as part of the empirical data. The methods do not consider the relations 

between actors and the dynamics of the market, especially in the case of early 

market development. Therefore, these aspects are studied more deeply in the 

market offering (3.2.3) and market shaping (3.2.4) chapters. 

Companies use market analysis as part of their business and strategic planning 

to create their business plan. A business plan is a document that gathers all strategic, 

economic and tactical aspects to be used as the main decision making tool; it is 

meant to justify the establishment of new businesses or entering a new market. A 

business plan also provides lenders, potential investors and associates of a company 

with a comprehensive understanding of how the company will enter and position 

itself in a selected market (Chirstensen 1997). A business plan is also a written 

guide about how the business owner will develop and operate the business (Nunn 

& McGuire 2010). A business plan, and strategy generally, involves a set of 

‘committed choices’ (of polices, assets, and their governance structures) that are 

made by management to establish a business. These choices typically lead to 

decisions that are not easily reversible; therefore, the content of a business plan 

must be well justified (Casadesus-Masanell & Ricart 2010). 

A service provider should analyse not only competitors and subcontractors but 

also other actors in the market and other markets’ actors that may have an interest 

in collaborating and extending their current business to a new market. These new 

partners can potentially lower the service provider’s own economic risk and 

provide the required flexibility that is especially needed for emerging markets. At 

the same time, partnering brings additional complexity and new requirements for 

managing these business networks and their corresponding relations. 
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To operate in an emerging energy saving market, an ESCO needs knowledge 

that it does not necessarily have in its own organization. Therefore, other market 

actors are potential partners for ESCOs and can work as part of a strategic ‘ESCO 

alliance’ or independently on a (transactional) project basis.  

ESCOs are generally classified into the following four categories based on their 

composition and ownership (IFC 2011): independent ESCOs (e.g., AmerESCO); 

building equipment manufacturers (e.g., Johnson Control); utility companies (e.g., 

Dalkia); and energy or engineering companies (Langlois & Hansen 2012).  

Independent ESCOs are ESCOs that are not owned by an electric or gas utility, 

equipment/controls manufacturer or energy supply company. Many ‘independent’ 

ESCOs concentrate on several geographic markets and/or target specific client 

market segments. 

Building equipment manufacturers have an ESCO entity that protects and 

supports their own building equipment or control system sales. Many of these 

ESCOs have an extensive network of branch offices that provide a national (and 

international) footprint. These branch offices have a salesforce and specialized 

national staff that provide energy efficiency, renewable energy and distributed 

generation solutions for client market segments. 

Utility companies build their own ESCOs as part of a governmental mandate 

to support energy efficiency targets. These ESCOs are mostly used by regulated or 

state-owned electric or gas utilities. Many utility-owned ESCOs currently 

concentrate on regional markets or focus on the service territories of their parent 

utilities. 

Other energy or engineering companies, such as international oil/gas 

companies, non-regulated energy suppliers and large engineering firms, utilize their 

energy expertise to capture more business from ESCO opportunities. 

Competition in the emerging markets will evolve first with the large equipment 

manufacturers, construction companies and energy engineering companies, which 

have good experience globally in energy efficiency activities (Limaye & Limaye 

2011). Johnson Control and Siemens are good examples of this evolution.  

A central part of a business plan is a business model. A business model 

illustrates the methods that a company uses to deliver value to customers, entice 

them to pay for this value and convert these payments to company profit, which is 

vital to justify the other parts of the business plan (Teece 2010). These other 

important parts of a business plan are income statements and cash flow projections, 

which are mainly used to justify the required resources, investments and expected 

ROIs (Chirstensen 1997). 
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The academic literature makes no clear distinction between strategy, business 

model and tactics (Casadesus-Masanell & Ricart 2010). Because these aspects are 

key parts of a business plan, this research uses them as follows. A business plan is 

a formal statement that contains a set of business goals (strategy), the reasons that 

they are believed to be attainable (business model) and the plan to reach these goals 

(tactics). 

A business plan also typically includes background information for the 

organization or team that is attempting to reach these goals. A business plan also 

builds a foundation for different business disciplines, such as finance, human 

resource management, intellectual property management, supply chain 

management, operations management, and marketing, among others (Nunn & 

McGuire 2010). 

3.2.3 Market offering  

The previous chapter introduced the business model, which is a key document, as 

a part of business planning. A service provider designs its market offering and then 

uses the business model as a communication tool internally and externally by the 

service provider to explain its interpretation of market innovation. 

Therefore, we include the role of both buyers and suppliers in the shaping and 

performance of business models. Furthermore, we assume that every business 

exchange, where the market offering is the subject of the exchange, can be 

translated or interpreted in terms of a business model. That is, we assume that the 

business model concept is generic and that it can be used to describe the business 

logic and content of any exchange. Moreover, we assume that the business model 

may involve network partners (and the relations between them) and technologies 

that are not directly part of the specific business exchange between a buyer and a 

supplier (Dubois & Lind 2012). When a new business model includes a significant 

tacit component, a company must understand its impact on the customer, society 

and the cost structure of the business. A company must be able to be creative and 

utilize competitor and supplier information and intelligence and to rationalize and 

articulate this information fully (Teece 2010). The dynamics in the market require 

that a company update its business plan to reflect changes in order to drive the 

business or to respond to changes that impact not only operations but also its 

business network. 

Companies use widely different business models to express their vision of a 

market offering. A business model refers to the logic of the company – the way it 
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operates and creates value for its stakeholders (Casadesus-Masanell & Ricart 2010). 

A market offering is a representation of tangible services that customers buy. 

Business models are used internally and externally to describe the design or 

architecture of value creation and delivery, and business models capture the 

mechanisms that these designs employ. Using a business model externally, a service 

provider defines its market offering as a company’s intention to deliver value to 

customers, entice customers to pay for value and convert these payments to profit 

(Teece 2010). A market offering also reflects a company’s perception of customer 

needs and how best to meet them. Because a business model is mainly a 

communication tool, it should describe the competitive advantage that the market 

offering provides. However, the business model will be vulnerable to imitation and, 

therefore, it requires constant updates (Arora & Gambardella 2010). A market 

offering must rely on a company’s own business, which involves a company’s core 

competences, assets and business processes. Instead of keeping business secrets, a 

business model is often used to share a vision and drive market consensus (Teece 

2010). 

Mason and Palo (2012) suggest the importance of business work and found 

three reasons why it is important to a service provider when constructing its market 

offering. 

1. Internal business coordination clarifies the what, why and how of conducting 

business. In service businesses, this can also be considered the internally 

developed business process and the capability to utilize gathered know-how 

for the service offering. 

2. External business coordination expresses the business’ interest and uses it to 

market messages to relevant business associates, not only customers but also 

partners and subcontractors that complement the service provider’s own 

capabilities.  

3. Collective business coordination shares a company’s strategic intent and/or 

attempts to drive its own methods to be used widely throughout the industry. 

These collective actions may occur in standardization bodies, national (mainly 

government-driven) committees or among service providers (inside the target 

market) to drive market development. 

Because a service provider makes multiple coordinative efforts among other market 

actors, the collaboration between business actors and dynamic business relations in 

a business network means that a service provider must adapt its business strategy 

accordingly. A service provider should no longer try to control some part of the 
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market but should rather build, manage and exploit relations with others (Araujo et 

al. 2003). 

Generally, a network is a structure in which various threads connect multiple 

nodes to one another (Håkansson & Ford 2002). In the business context, the threads 

and the nodes have their own content, including resources, knowledge and 

understanding of the market concept. This content means that a firm can develop 

or expand its business through interactions with other firms; meanwhile, a firm 

influences and is dependent on the external and internal factors in its environment 

(Nystrom 2008). A business network consists of nodes, which are business units 

such as suppliers, customers and service providers; a business network also 

comprises threads, which are the relations between the companies and can be based 

on, e.g., knowledge and influence (Nystrom 2008). The nodes or business units 

consist of physical, technical and human resources that are bound together in 

various ways. Both nodes and threads contain tangible and intangible physical, 

financial and intellectual resources (Nystrom 2008). The network includes 

individual and isolated transactions that over time will cause the evolution of 

relationships between companies and the construction of business networks (Ford 

et al. 2011). The academic studies of business networks relevant to this study are 

divided into the following two different streams: 

1. Nature of the business network describes what a network means to a company 

and the company’s network strategy/motivation (Koza 1998, 1999); and 

2. Managing business networks means identifying a suitable network type and 

finding a method to manage it (Möller et al. 2005, 2007). 

The first approach allows for the examination of the market entry phase because it 

involves more strategic decisions. The second approach pays more attention to the 

company’s operations management when an emerging market is constantly shaped 

by market actors. 

Koza (1998) studied the co-evolution of strategic alliances, which are also a 

form of business network, and identified two types of alliances that have either 

exploitation or exploration objectives. The picture below (Fig. 9) illustrates two 

different types of service providers (SP1 and SP2) that have different types of 

relationships and associations with other actors in the market. Both of these service 

providers can target their offerings for the same market by having different types 

of business models and alliances. In the context of an emerging energy saving 

market, SP1 represents a service provider (e.g., consultant of an engineering 

company) with an ‘old business model’ (see Fig. 8). SP1 serves its customer by 
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finding suitable technology or services for the customer’s needs, and after that, the 

customer creates relations with technology providers. SP2 represents a solution-

based business model (e.g., Storbacka 2011), in which the service provider 

manages all market-related customer needs and manages what the customer is 

served. On behalf of the customer, SP2 not only designs, purchases and manages 

service delivery but also manages relationships with other external influencers 

(such as governmental entities). SP2 uses different alliances for its one-stop-shop 

service offering (Fig. 10). In these alliances, relations are more strategic (strong 

link), and a service provider explores the market jointly with its partner (e.g., in the 

figure, the consultant), typically to jointly generate long-term growth (Simanis and 

Hard 2011). A service provider uses other types of relationships with other market 

actors, such as transactional (weak link) relationships, in which a service provider 

exploits subcontractors and technology providers primarily based on price (Arora 

et al. 2001). The alliances that a service provider forms are discussed more in 

managing resources in chapter 3.3.3 and utilizing external resources as part of a 

service provider’s offering in chapter 3.3.4. 

Fig. 9. Networks and Alliances. 

Market evolution is highly affected by the interaction of actors with different 

competences, knowledge and specializations (Gadde 2013; Kogut 2000); therefore, 

we also must recognize that relationships may range from competitive to co-

operative and from formal to informal (Malerba 2005; Bengtsson & Kock 2000). 
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A service provider’s (such as an ESCO’s) market offering is based on many services 

that are delivered by other market actors (based on the service provider’s design on 

a case-by-case basis), but the offering is managed by the service provider. The 

added value of a service provider must reflect its core market offering and how it 

markets and sells its services. The invisible part of a market offering mostly 

concerns how a service provider manages its inner and outer networks (Malerba 

2005; Nätti et al. 2014).  

For a service provider in an emerging market, the outer networks primarily 

consist of customers and partners. By using business networks, an ESCO attempts 

to fulfil its value proposition for the customer (Teece 2010). Through its service 

offering, an ESCO not only binds its partners (Storback & Nenonen 2011) but also 

deepens customer engagement when it delivers its service offering (Nätti et al. 

2014). Although an ESCO’s primary intention is to use a partner to complement its 

offering, it can also leverage the partner’s existing relationship with the customer. 

However, if this leverage does not lead to the most energy efficient solution, the 

ESCO must find a balance between customer desires and customer value.  

In the energy saving market context, the left side of Fig. 9 represents the 

traditional way of selling and buying products and services. ‘Customer A’ buys 

products and services directly from a technology supplier, and an energy consultant 

merely helps the customer to find a suitable solution. On the right side, service 

provider SP2 (such as an ESCO) represents a customer by not only designing a 

technical solution but also managing all other aspects of delivery including the use 

of subcontractors. An ESCO’s main task is to manage the customer relationship, 

and it designs energy saving opportunities and external network resources, as 

discussed earlier in chapter 2.4.  

A weak link or coupling reflects an exploitative relationship and a strong link 

suggests that actors have a more exploratory relationship or a strategic alliance. 

In an emerging energy saving market, an ESCO has many potential partners in 

other service providers as illustrated in Fig. 10. The roles of existing and new actors 

can be divided into sub-market categories: evaluate, finance, maintain and 

implement (IFC 2011; Hannon 2012). Many such market actors currently operate 

independently and on a transactional basis. The existing service providers typically 

offer their services in only one of the energy saving related areas (e.g., consulting, 

financing, implementing and operating & maintaining). As ESCOs enter the energy 

saving market, they will bring new business models that bundle other related 

service offerings within their own service. Instead of offering technical goods, 

ESCOs offer energy savings as their ‘product’. With ESCOs, the development of 
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an energy saving market typically also brings other new types of service providers 

to the market. These new service providers’ (e.g., energy auditors and energy 

management system providers) interests are similar to ESCOs, and they can be 

strategic partners in the energy saving market.  

Fig. 10. ESCO relationships in an energy saving market. 

Actors in the evaluate category analyse energy saving measures and design energy 

efficiency improvements; these are typically specialized energy efficiency 

consultants and architects. 

Energy saving investment needs financing actors, which primary consist of 

building owners (internal or self-financing), technology providers or construction 

firms (vendor financing) and local financial institutes (third party financing). In 

addition, an ESCO can provide financing either through its own financing arm or 

by using its existing relationship with financial institutions. 

To capture energy efficiency opportunities, energy efficiency improvement 

requires implementation services from technology providers either directly or 

through construction/engineering companies. 
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Savings from energy efficiency improvement will accumulate in subsequent 

years, and both enhanced systems and other interconnected systems need to be 

maintained to ensure that the system works as it should. Maintenance not only 

keeps systems operational but also constantly improves a building’s energy 

efficiency by monitoring and controlling various system parameters to meet the 

dynamic changes caused by human, environmental or usage patterns. Operational 

enhancements are typically performed by specialized service providers with the 

help of a customer’s own facility management organization. 

The new energy saving market actors are service providers that specialize in 

energy auditing, energy management and CO2 trading, as shown in Fig. 10.  

Energy auditors can be independent or a part of another service provider’s (e.g., 

technology providers) organization. Independent auditors will focus on the entire 

building and all its subsystems, whereas vendors’ own auditors may focus on only 

one subsystem or technology. The main purpose of an energy audit is to identify 

the energy streams of each energy source, quantify these energy streams into 

discrete functions, evaluate the efficiency of each of these functions and identify 

energy and cost savings opportunities (Thumann and Younger 2008). In many 

countries, energy auditors are certified, and their training requirements are 

nationally/regionally standardized. 

Energy Management System (EMS) providers are specialized to deliver energy 

management systems for buildings so that energy usage can be monitored and 

enhanced throughout the building’s lifecycle. To accurately determine energy 

consumptions’ economic and environmental impacts, an EMS must follow 

monitoring, evaluating, reporting, verifying, and certifying (MERVC) guidelines 

that are specially designed for energy efficiency and greenhouse gas (GHG) 

projects. An EMS is also intended to offer the following benefits:  

1. increase the reliability of the data to estimate benefits;  

2. provide real-time data so that programs and plans can be revised mid-course;  

3. introduce consistency and transparency across project types and reporters;  

4. enhance the credibility of the project with stakeholders;  

5. reduce costs by providing an industry consensus approach and methodology; 

and  

6. reduce financing costs, which allows project bundling (Fang et al. 2012) and 

pooled project financing (Vine and Sathaye 1999). 

CO2 trading is typically ‘cap-and-trade’ and involves issuing a quantity of 

homogeneous (i.e., not sector- or GHG-specific) permits that are equal to the total 
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level of emissions allowed by the trading system. Companies are free to buy and 

sell permits subject to any bookkeeping requirements that are needed to ensure 

compliance. The ‘commodity’ that is traded is the opportunity to emit one unit of 

GHG (measured in terms of the carbon content that is released) and is not defined 

as a stream of GHG emissions over time. CO2 trading allows ‘green washing’ by 

making it possible for companies to offset their CO2 emissions and achieve CO2 

neutrality (Fischer et al. 1998). Nationally approved companies can issue carbon 

certificates that typically also address CO2 trading transactions. 

As described above, the market offering defines the object of exchange 

between market actors, and the relationships between actors are further discussed 

in the section addressing market layers (chapter 3.3).  

3.2.4 Market shaping  

As discussed in chapter 3.1 (conceptualizing markets), markets can be seen as the 

outcome of the representations of their actors (Kjellberg & Helgesson 2006), where 

each actor attempts to shape the market based on its own needs and business targets 

(Azimont & Araujo 2007, 2010). Service providers become active actors that drive 

the market, as do business targets. By utilizing its dynamic relations with other 

actors, a service provider attempts to jointly shape market structures (Mele et al. 

2015). A service provider can shape a market by re-defining its network, re-

designing its business model and influencing market practises so that the market 

configuration changes towards increased density and configurational fit. Another 

option for the service provider (or any market actor) is to be involved in social 

interactions and promote the configuration of a new market by proving to market 

actors that the market configuration includes opportunities for the increased density 

of resources and value co-creation (Storbacka & Nenonen 2011). 

Through business networks, an individual actor can be a part of the co-

evolution process (Koza & Lewin 1999). The actor can join the co-evolution (and 

the success of its business network) by performing activities and using its resources 

for the benefit of the entire market’s development, which then generates more 

opportunities for network and revenue enhancements (Ford et al. 2011). Recent 

scholarly articles on the active production of markets suggests that markets are 

ongoing processes rather than stable entities, which implies a broader definition of 

market innovation than just the opening of new markets (Kjellberg et al. 2015). 

According to Kjellberg and Hegelsson (2006), markets (especially emerging 
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markets) with multiple actors that behave dynamically will be shaped more than 

markets where the actors are static and dual. 

Marketing studies have to date focused almost exclusively on the supply side, 

the role of marketing activities and market-shaping efforts (Ulkuniemi et al. 2014). 

The shaping factors of emerging markets have been previously studied from 

various perspectives, such as purchasing (Ulkuniemi et al. 2014), environmental 

awareness (Brekke 2012) and the intermediate agent role (Haugnes 2012).  

Market shaping in this study focuses on the development of an emerging 

market before the market attains the growth stage. Typically, for the growth phase, 

the market is sufficiently mature to sustain a growing number of service providers, 

and the market offering is stabilized and widely accepted by market actors. Because 

of the dynamic nature of the emerging phase, actors must use effort to shape the 

market. Primarily, shaping attempts to stabilize the market, and the actors must 

collaborate or at least co-operate to jointly overcome the emerging market 

challenges.  

According to David (2000), the transformation and structural changes within 

market evolution contain co-evolutionary processes, which involve knowledge, 

technology, actors, demand and institutions; these processes are often path 

dependent. Moreover, local learning, interactions between agents, and networks 

may generate increasing returns. The dynamics in the specific knowledge base of 

an industry or in the features of demand may affect the specific characteristics of 

the actors, the type of R&D organization, the features of the innovative process and 

the networks, the structure of the market and the specific role of the institutions. 

All of these changes may, in turn, lead to further modifications in the technology, 

the knowledge base, demand, markets, etc. (Malerba 2005). 

Market shaping can be performed by any market actor, and different actors 

have their own mechanisms for market shaping. Customers play a significant role 

in emerging market development by being pioneers and setting examples. When a 

market matures, a customer’s purchasing organization can play an important role 

in shaping specific industries, e.g., software component business development 

(Ulkuniemi et al. 2014). According to Ulkuniemi et al. (2014), a market is seen as 

a socio-material construction, where marketing and purchasing are considered to 

be equally important as supply for market shaping and can be seen as the other side 

of the same coin. In addition, governments can actively contribute to market 

shaping (e.g., to drive more effective practises in sustainable consumption) by 

altering the discourse, norms, incentives, and infrastructures accordingly, although 
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these actions may require a substantial redesign of public policy (Wolff & 

Schonherr 2011).  

As discussed in the market innovation chapter (3.2.1), innovation has a role in 

opening or creating new markets. Innovation can also shape the market as part of 

market evolution, especially when service providers start to differentiate by 

specializing in only certain parts of the market innovation. In addition, market 

innovation is strongly linked to the successful change of market structure, and it 

alters market behaviour and reconstructs market actors (Kjellberg et al. 2015). The 

changes in market structures require that a service provider analyses (see market 

analysis, chapter 3.2.2) its impact on other service providers’ collaborative or 

competitive strategies. To respond to changes in market behaviour (especially when 

they impact a customer’s purchasing practises), a service provider must adapt its 

market offering (chapter 3.2.3) to meet new market requirements. Market shaping 

is a layer that connects other market layers together, and consequently, a market-

shaping event will include actions that refine the other layers as well. This feature 

also emphasizes that market layers can be used to study the service provider’s role 

as part of an overall emerging market process while the market evolves.     

3.3 Market layers 

As introduced in chapter 1.5, this study uses Barcet’s (2010) innovation layer model 

as one theoretical aspect of the analysis framework, where each layer answers 

different innovation-related questions (see Table 5). The table also emphasizes the 

context of this study for each layer as a comparison. Kalsaas and Bunk (2012) used 

Barcet’s model to analyse service innovation from a service provider (Advocate 

Company) that specializes in the personal injury claim field and serves only injured 

parties. As can be seen in Kalsaas and Bunk (2012), Barcet’s model fits well with 

services that engage both the service provider and the customer in an interactive 

process. 
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Table 5. Four interacting layers that are used to study service-based innovations. 

 

Layers and 

questions that 

innovation layers try 

to answer 

Barcet’s (2010) 

Theory: ‘Innovation in 

services’ 

Kalsaas and Bunk’s (2012)  

case: ‘Service-based 

Innovation’  

The present study’s 

case: ‘Emerging market 

development’ 

 

Layer 1  

- Why & for who? 

The clients or 

beneficiaries 

The world of consumption  Perception: 

Opportunity for energy 

savings 

Layer 2  

- What? 

The service provider The service provider’s 

business model and 

strategic values  

Concept that service provider 

presents to market: 

Saving and service 

guarantees 

Layer 3 

- How? 

 

The organization (or 

organizational 

technology) 

Means of marketing and 

efforts to make the service 

available (the world of 

circulation)  

Offering design: 

Identification, design and 

provision of energy saving 

measures 

Layer 4 

- With what & with 

whom? 

Internal and external 

operators 

The world of production  Means and resources: 

Turnkey implementation 

The first layer focuses on innovation’s financial, durational and operational impact 

on clients (Kalsaas & Bunk 2012). The second layer focuses on a service provider’s 

interpretation of the innovation and how it presents it to the market. The third layer 

focuses on organizations that design offerings based on service providers’ 

capabilities and how they plan to deliver them to the market. The fourth layer 

includes all means and resources that a service provider needs to fulfil its service 

promise. The following chapters discuss in more detail how the layers are used for 

the analysis framework.  

To avoid confusion with ‘market innovation’ as a reference to market activities 

(see chapter 3.2.1), this study instead uses the term ‘market layers’ as a reference 

to the innovation layers of Barcet’s model. This study also uses market layers to 

investigate emerging market development and the service provider’s operations to 

cover the service provider’s role in emerging market development, which is broader 
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than its role in market innovation. Fig. 10 gives an example of how market layers 

can describe the ESCO’s engagement with a customer for both sales and service 

delivery. This example combines both sales and delivery services at a generic level, 

which in the ESCO case involves more steps as discussed in chapter 2.4. Sales 

engagement involves ESCO interactivities that link to energy opportunity. An 

ESCO intends to sell these interactivities by convincing its customers of its 

capability to leverage business innovation and by using the abilities that it has 

gathered as part of a market offering (Hannon 2012). Service engagement concerns 

the means (processes, etc.) and resources of the service provider for conducting 

projects to capture energy savings, which it has guaranteed to make sales (Hannon 

2012). 

Fig. 11. Illustration of the ESCO service proposition and the related customer 

engagement development. 

Each of the layers is discussed further in the following chapters, and the above 

example is used to guide the reader through the use of market layers as part of the 

analysis framework. 

3.3.1 Customer  

The customer market layer in this study analyses a customer’s perception of the 

market offering, how a service provider markets it to its potential customers (early 
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adopters and followers), customer capability to purchase the offering and the 

customer’s role in shaping the market. 

Similar to the example (see Fig. 11), a customer creates its own perception of 

the savings that it can capture by utilizing the energy opportunity that an ESCO 

presents to the customer. Especially for emerging markets, customer motivation is 

one of the most important market enablers (Kalsaas & Bunk 2012). Regardless of 

how good a business idea is and how proven (a dominant design) the new concept 

is, without customer ‘buy-in’, the market will not perform (Palo 2014). Either alone 

or with the help of other market actors, a service provider must begin marketing 

activities well ahead of the expected operational take-up. 

From a service provider’s perspective, it is essential that customer perception 

regarding the (market) innovation is the same as its own (Komulainen 2010). 

Although a service provider can fulfil a customer’s needs, this is insufficient for 

market creation alone. One customer and one service provider may be pioneers and 

take the first step, but market development requires the support of a wider set of 

market actors. Without broader adoption of the new business model, the market 

will not develop to be sustainable (Hannon 2012).  

In the context of the energy saving market, many external factors greatly 

impact a customer’s interest in buying energy saving services, e.g., energy pricing 

or even trends in energy pricing will increase customer interest in the market. Other 

similar types of governmental intervention were discussed earlier in chapter 2.1. A 

service provider must be prepared to overcome generic industry barriers and exploit 

success factors to formulate its marketing efforts. Customers can influence the 

market by deciding not only what to buy and from whom but also how to buy it 

(Ulkuniemi et al. 2014). When a customer moves from transactional buying habits 

to strategic buying, a new type of skill and knowledge is required (Bensaou 1999). 

Customers must better understand what the current market offering is, who the 

actors are and where the market is potentially moving. Customers must also be able 

to compare and benchmark the offerings and to analyse perceived value over longer 

periods of time from both the capital and the operational expense (CAPEX and 

OPEX) perspectives (Suhonen & Okkonen 2013. These abilities are especially 

important when the market offering includes risk/profit-sharing elements, e.g., 

through vendor financing.  

Although the ESCO concept is not new, it is not widespread in all countries. 

Therefore, a service provider must analyse how a customer perceives the success 

factors and barriers in a specific emerging market. As discussed earlier in chapter 

3.3.1, many market drivers will increase confidence in the energy saving market. 
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These drivers will also increase awareness of energy saving opportunities and 

acceptance of an ESCO offering as a possible purchasing option. 

It is essential for a service provider to identify the possible early adopters of 

emerging markets because the success of the market depends on the success of the 

initial projects and deliveries. The early adopting customers are similar to those 

consumers who take the initiative to gather information and perform their own cost-

benefit calculations (Dieperink et al. 2004). A larger customer base will likely only 

follow the positive feedback of these initial customer cases (Stern 1986), and other 

key drivers must also be present (e.g., similar to the ESCO case, incentives to save 

energy).  

The market drivers also impact a customer’s perception of the market offering 

and the benefit that the new service concept provides the customer. When shifting 

the focus from buying products to services, a customer’s own competences will 

play a more significant role on the demand side, and the same applies to contracts 

where the customer sees the perceived value only when the service is used (Bryntse 

1996). Without the right type of customer knowledge, there is arguably no demand 

for services in the market. Equally important is that other stakeholders (e.g., 

standardization and regulatory authorities) influence demand with their own 

actions by either promoting or demoting the evolution of the market (Dixon et al. 

2010), and they influence customer interest in buying services from the market. 

This discussion is rather generic, and further analysis of the role of demand in 

market evolution must be explained based on a specific market. 

One of the most significant challenges for a service provider that enters an 

emerging market is marketing its offering to new potential customers. The company 

must be confident about its capabilities, have credentials from previous experiences 

and be able share its vision (Forsberg et al. 2007; Suhonen & Okkonen 2013). The 

company must be able to articulate and demonstrate its business case and value to 

new customers and other key stakeholders in the market. 

Performance contracting is most complicated and visible part of the business 

innovation and market offering that an ESCO must market to its customers. In 

mature ESCO markets, the guaranteed savings model is preferred as it increases 

competition and makes it easier for new ESCOs to enter the market. The guaranteed 

savings model does not require the ESCO to arrange the financing, and thus it does 

not carry a similar type of financial risk as the shared savings model (Langlois & 

Hansen 2012). There may also be other reasons why customers would arrange 

financing through their own channels, e.g., when tax exemptions are available for 

a project (Langlois & Hansen 2012).  
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Performance contracting (e.g., managing the above risks) brings greater 

complexity to buying services and the customer’s ability to purchase is not obvious 

for such services. Regardless of the nature of the innovation that triggers market 

creation, the customer organization must be ready for it; for example, buying 

services is different than buying products and accordingly requires changes in 

purchasing practises (Hannon et al. 2015). For procurement, buying savings instead 

of products and services is extremely different from what they are used to, and the 

procurement laws in some countries may even prevent these transactions (Langlois 

& Hansen 2012). A performance-based contract contains and requires an 

understanding of local laws, which in combination with the local legal system will 

makes this type of contract more or less binding (Langlois & Hansen 2012).   

The customer needs to at least understand the value that the market innovation 

brings to become an actor in the new market. After reaching the required awareness 

and after upper management decides to use the investment model, the customer 

must adapt its current internal capabilities to meet the new business mechanisms of 

the new market. Management’s understanding of the value that the new market 

brings is not same as seen throughout the rest of customer organization and 

therefore tends to cause tension between organizational structures (e.g., 

departments). For example, in the case of outsourcing, the customer must fully 

understand and be prepared not only for a different purchasing model but also for 

the long-term impacts on other parts of the customer organization (Gadde 2015; 

Vargo & Lusch 2007). Many examples have shown clear failures or 

disappointments from the cases where the buyer organization has not been prepared 

to embrace a new type of business model (Sandberg & Söderström 2003). In the 

worst case, the customer’s customer sees as a consequence the clear degrading of 

service quality even though all service performance indicators between the 

customer and the service provider are met. Frequently, this occurs because of 

different types of understanding or definitions of required service levels (Nyström 

2008, Hannon 2012). 

Understanding ESCO concept tends to be difficult for customers, mostly 

because it crosses multiple areas in the customer’s internal operations and functions 

(IFC 2011; Pätäri & Sinkkonen 2014). First, top management must understand the 

real and opportunity cost of inefficient energy usage and how these costs could be 

used to invest in energy saving (Worrell & Price 2001; Sorrell 2007; Gillingham & 

Palmer 2013). Second, top management must have sufficient motivation for energy 

conservation either from the growing burden of energy costs or from other value 
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that it brings to the company (e.g., corporate social responsibility or CSR) 

(Pellegrini-Masini & Leishman 2011). 

In many energy saving markets, energy efficiency and renewable energy are 

seen as options because both of them aim to reduce emissions and to provide a more 

sustainable future (Steinberger et al. 2009). It is important that the customer 

understand that the cleanest and greenest energy is the energy that is never 

produced (Hansen 2012). Therefore, the ESCO concept mainly focuses on energy 

efficiency although it also promotes the use of clean and green technologies as part 

of its offering. 

When a customer has deeper interest beyond the monetary value of energy 

savings, it is likely to become an early adopter and is ready for a deeper relationship 

with the service provider. This increased Customer intimacy helps the service 

provider to leverage and develop its interpretation of the innovation. In an emerging 

market, value innovation is insufficient but simultaneously requires demand-side 

stimulation (see success factors in chapter 2.1.1). Value innovators focuses on 

creating new value for customers (buyers’ value) rather than having a traditional 

price competition in the marketplace (Kim & Mauborgne 2005). Other motivations 

consist of, e.g., earlier purchasing or other relationship between contractual parties, 

outsourcing or turnkey requirements, and a desire for CSR or to address 

environmental concerns (Gillingham & Palmer 2013; Pellegrini-Masini & 

Leishman 2011). 

Understanding ESPC and the benefit it brings requires that the customer create 

a new type of relationship with the ESCO. As part of emerging market development 

and any transformation process, trust must first be achieved. The ESCO should use 

its credentials from other markets or other energy saving related references to 

convince the customer not only of its own capabilities but also of the general 

capabilities of the entire ESCO industry (Forsberg et al. 2007; Suhonen & Okkonen 

2013). Using performance-based contracting requires that both the customer and 

the ESCO have a clear and common understanding of its principles and find a way 

to leverage it for an energy saving opportunity. 

Generally, a customer should choose the vendor that has the best value 

proposition. Therefore, it is essential for a service provider to understand a 

customer’s business needs (Mele et al. 2015) and to use this information to create 

an offering to meet these needs. For an emerging market, this is not so obvious 

because there may be other reasons why a customer is not ready for the market 

change (e.g., customers do not know exactly what they need but rather are learning).  



96 

In the cases where, by nature, the market has a close relationship between 

customer and service provider, e.g., outsourcing cases, the market cannot be shaped 

by just one actor but rather requires that the customer and the service provider 

actively shape the market based on their joint interest – which can be called co-

evolution. Once business networks are larger, it becomes more critical to act and 

coordinate evolutionary activities jointly.   

3.3.2 Service Provider  

The service provider’s role in the market layers is primarily to obtain market 

acceptance not only from customers but also from other market actors. First, it must 

present the market concept and educate other market actors to support its market 

vision. Second, it must attract other market actors to co-operate in the market and 

finally to help in market evolution (co-evolution).  

As discussed in the previous chapter, the customer must understand and accept 

the service provider’s business model and share its vision to capture business. Fig. 

11 illustrates an example in which the ESCO presents its performance and 

guaranteed savings based business model for the emerging energy saving market. 

The ESCO leverages its own interpretation of market innovation and utilizes the 

lower market layers’ (organization and internal & external operators) capabilities 

to build its service offering to serve the emerging market. 

As discussed in chapter 3.2.1, the emerging market may be the result of 

different types of innovation, e.g., technological, service/product bundling, 

financing, etc. The innovation must have a clear business benefit for primarily the 

customer and the provider; however, this is insufficient, because benefits should be 

extended to cover other market actors as well. When innovation is not based on 

rivalrous information and has not been targeted to any specific marketplace, its 

value in market transformation will be difficult or impossible to neglect, therefore 

it is usually essential for new market creation (Winter 2006). 

According to the “Blue Ocean Strategy” (Kim & Mauborgne 2005), a company 

should target a situation in which existing service providers cannot compete, for 

example, having a completely different business model or adapting a concept that 

has been successfully used in some other market and utilizing that experience and 

those credentials in the new market (Forsberg et al. 2007; Suhonen & Okkonen 

2013). 

An ESCO aims to use the business model as a tool to create trust and awareness 

of its offering. The business model must emphasis both risks and rewards for each 
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contractual parties (including the financier). For emerging markets, customers are 

not necessarily expecting to see calculations of all costs and margins because they 

most likely do not even care about them, whereas in more mature markets, open 

book calculations are used to add transparency to ESCO operations. These 

calculations include, e.g., thorough information concerning all transaction costs 

and risk margins that a ESCO uses for its operations (Fundación Chile 2012). 

An ESCO’s task is to offer its services by using a business model that brings 

clear added value and other benefits to the customer via guaranteed savings by 

performance contracting compared with a traditional offering. As the ESCO gets 

paid based on results, it is in its own interest to make sure that all of its actions 

bring savings to the customer and at the same time that it manages its own risks to 

secure its share of the savings (Langlois & Hansen 2012). The ESCO’s competitive 

advance is based on how well it can make appropriate selections: initially selecting 

the customer, then the set of energy conservation measures (ECMs), the design, the 

contracting type, the financier, the energy efficiency technology, the use of 

subcontractors, measurement and verification, and so on (Langlois & Hansen 2012; 

Feng 2012). These all contain processes and practises that an ESCO must maintain 

throughout the entire contract period because typically, an ESCO uses partners and 

subcontractors, and most of the complexity comes from utilizing and managing 

different types of partnerships. 

Especially in the emerging energy saving markets, the ESCO’s own ability to 

provide financing for ESPC projects gives an ESCO a competitive advance, as in 

many markets, banks, or more generally local financial institutions (LFIs), have no 

experience in financing ESPC type of projects (IFC 2011). An ESCO should utilize 

the opportunities created by local authorities to support energy efficiency initiatives, 

e.g., the EC2 Corporation in the Philippines (Limaye & Limaye 2011). In certain 

markets, finding external funding without government intervention may be 

impossible. An ESCO can encourage customers to raise financing through their 

own channels or to self-finance the ESPC project. Having its own financing ‘arm’ 

helps an ESCO to become recognized and to become a notable actor in the energy 

saving market. 

A new service provider entering the emerging market tends to focus on bespoke 

solutions. At least in the beginning, offering variations must meet customer-specific 

requirements, which may lead to offer fragmentation. The service provider should 

not aim at too fine a customer segmentation because it may lead to too small target 

markets and sales volumes. However, once the market starts to mature, the service 

provider must balance its offering based between the commercialization 
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(understanding customer needs and tailoring a solution for them) and the 

industrialization (modularizing and standardizing solution components for 

repeatability) approaches (Storbacka 2011). 

In the emerging market, the service provider cannot expect the customer’s 

organization to be is fully consistent with its own vision of the offered service, and 

it must be prepared to educate customer personnel about the benefits that the new 

services bring or even to change its offering to better meet the customer’s 

requirements. It should be in the service provider’s interest to create such a 

customer-centric approach to not only learn by doing but also to influence market 

development in the long run.  

Traditional market research has no way to identify the unarticulated needs and 

trends of the emerging market. To have a sustainable business, the service provider 

must build up its offering based on fundamental truths involving customer desire, 

customer assessments, the nature and projected behaviour of costs, and the 

capabilities of competitors (Teece 2010). The service provider must adapt its 

business model to fit the target market and can capitalize the business case and 

value that it brings not only itself but to customers as well. Presuming that the 

customer accepts the new service provider and its value proposition, it does not 

mean that the customer perceives market needs and service providers’ offerings the 

same way or even that it is able to articulate its own needs clearly.  

If other market actors share the service provider’s view of the market offering, 

they can co-operate to gain wider market acceptance and drive their own vision. 

The emerging market brings additional challenges for the service provider; as the 

service provider must have an offering that attracts customers and at same time, it 

needs competitors to jointly to stimulate the market to take-up. It is unlikely that 

the market will develop or even start to emerge if no other competitor responds and 

starts to raise interest in it. Such a collective action would ensure that the market 

develops in a sustainable manner. When a service provider enters as a new actor 

into an emerging market, in addition to providing a compelling offering, it also 

must decide when and how aggressively it will enter the market. Entering early 

means that market volume is lower and the service providers’ role as a pioneer 

requires determination and resources, whereas if the decision is to enter later, when 

the market is growing, the competition is more fierce and the service provider will 

have less ability to influence market development (and customer needs).  

The service provider must determine its innovative and production/service 

activities based on its own knowledge base, technological environment or demand 

(Malerba 2005), but additionally, it must co-evolve with other market actors in the 
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emerging market. Keeping up with market evolution or responding to the entrance 

of new market actors is very challenging for any existing organization unless the 

innovative change is driven by itself. This can be managed by using a networked 

business model as this creates a shared understanding among market actors with a 

structure or narrative to the networked market (Palo 2014). The networked business 

model cannot be static as market shape evolves because the service provider must 

constantly test and retest, adjust and fine-tune it to meet changes as part of the co-

evolution process (Teece 2010). 

An ESCO can shape the market based its own experience from completed 

projects, not only as a reference but also through the experience that it gathers from 

working with other market actors and fine-tuning its relationship with them. An 

ESCO should also further evaluate which customers it wants to have based on how 

well they fit the ESCO’s know-how and based on the risks that come with the 

customer (Langlois & Hansen 2012). A deep customer relationship or the 

customer’s involvement in all ESCO’s operations may lead to a situation in which 

a customer wants to have more control of the project, which would lead to lower 

economic viability (Langlois & Hansen 2012) for ESCO. 

Service providers typically aim to improve customer intimacy and to deepen 

customer relationships to strengthen their position among competitors. A bespoke 

market offering helps the service provider to commit a customer in same business 

network and, with a larger scope, aims to shape the market through joint interest 

(co-evolution). A deeper customer relationship requires more effort and investment 

to develop and then maintain the relationship.  

To summarize, if a service provider intends to serve the emerging market, it 

must have a portfolio of products and services sufficient for its operation in the 

market. We can call these the market offerings that the service provider must design 

and build based on three levels (Dubois & Lind 2012): 

1. The set of available business models, 

2. The system level of available market offerings from the perspective of the 

individual actor and 

3. The technologies (products and facilities) and network architectures (business 

units and business relations) involved in individual market offerings (defined 

by the content of the exchange between a buyer and seller), 

The market layers bring interactivity between these three levels. The business 

model guides interaction between service provider and customer and within the 

service provider’s internal organization. The market offering binds together the 
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service offering, internal processes and organizational structures that the service 

provider must have to deliver its market promise. The technologies are required to 

serve the customer utilizing the service provider’s available internal and external 

resources and are managed through business networks. 

3.3.3 Organization  

The organizational layer understands and interprets the innovation and turns it into 

the service provider’s design of the market offering and its utilization of resources 

and skills. As illustrated in Fig. 11 the service provider’s organization designs and 

manages the service offering to meet its market promise (as discussed in the 

previous chapter) by utilizing its means and resources (see the next chapter) for the 

emerging market. For an organization, entering an emerging market is a significant 

challenge; however, the organization will benefit if ‘the market innovation’ has 

been proved and has encompassed previous experience from other similar markets. 

If the organization has experience working with similar customers elsewhere, it can 

leverage its own best practises and drive the customer relationship in a direction 

that it is comfortable. However, if the new market is very different, the service 

provider’s organization at all levels must be ready to absorb new market and new 

customer requirements. While the service provider must be able to manage its 

operations in the emerging market, it must fulfil local market-specific conditions at 

the same time. The company must be able to adapt to local regulations and create 

relationships with other relevant market actors. Fulfilling the emerging market’s 

local requirements leads the company to become a blend of resources from its 

existing operations elsewhere and recruited new staff with local skills and different 

types of backgrounds (Ellis 2010).  

An ESCO needs highly skilled personnel with a wide range of expertise to 

deliver energy performance retrofit contracts regardless of whether these are in-

house or subcontracted. The key skills include the marketing, technical, legal and 

financial aspects of the offering (IFC 2011, Hannon 2012). Marketing skills are 

needed for awareness building and customer identification. Technical skills are 

required to identify feasible and cost-effective energy solutions, bundle these as a 

solution package and finally, to implement the solution on both the system and 

component levels (Sorrell 2007). Technical skills are also needed for after-delivery 

services such as O&M and M&V. Legal skills are needed to navigate not only the 

regulatory framework that initially constitutes the ESCO but also all aspects related 

to complex performance contracting to ensure compliance with local legislation 
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and to offer protection for the ESCO’s own interests, e.g., if the customer fails to 

pay. Financial skills are required to ensure ESCO’s profitability, especially over the 

long-term service period, and also to identify and secure the use of various available 

governmental support schemes (Hannon 2012).  

Innovation can be replicable through an understanding of the pattern of 

knowledge and ideas behind innovation (Kim & Mauborgne 2005). As innovation 

represents the idea, the company needs an organization with right type of 

capabilities to turn it into a commercial realization. Service-based innovation is 

typically a combination of different innovative elements. It is not just the core 

concept around ‘the idea’ and not a single element but is the core concept wrapped 

together with suitable workflows or work methods, resources and skills (Kalsaas & 

Bunk 2012). Innovations that are linked to the organization’s ability to combine 

several different types of strengths, such as knowledge, capabilities, skills and 

resources (Fagerberg 2005), are very difficult to copy. In particular, for service 

providers such as ESCOs, the largest asset that they have is their capability for 

value creation. Value innovation is more than innovation; it involves a strategy that 

embraces the entire system of a company’s activities (Kim & Mauborgne 2005), 

and the organization must be developed around the offering and business plan and 

not the other way round. Sustained innovation is a collective endeavour with a 

realized vision of what the company is and is not becoming. An important part of 

this understanding is to have an internal culture that supports innovation. In 

addition to having values to support innovation, organizations must have the right 

type of structures, aligned with systems and processes (Birkinshaw et al. 2011). 

The service provider’s offering needs a design for the systems and process that 

ties together its resources to deliver its service promise. Similar to emerging 

markets, new service providers (entrepreneurs) must build organizations to perform 

activities for the market without generally accepted practises. This forces 

companies to build new business processes that are not valid in the ‘old market’ 

(Teece 2010) and to serve potential new customers without knowing their special 

needs or exact purchasing practises. A company that decides to enter a new market 

needs also to decide if and how they are going to address to the existing market 

offering. This is a critical decision because it will be unclear how quickly and 

strongly the shift to the new market will occur. Because the service provider should 

build the organization around emerging market offering, the organization must 

understand where it is currently, what it is trying to achieve, the market demand 

and what its position is in relation to the other market actors. The service provider’s 

decision of how and when to enter an emerging market will impact what types of 
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capabilities and resources the company needs. As a pioneer, the service provider 

must be able to manage a wider range of expectations, use its own credibility (or 

credentials) to the benefit of the market and convince other market actors to support 

the concept (Forsberg et al. 2007; Suhonen & Okkonen 2013). A service provider 

that enters a market later benefits from the stabilization efforts of the pioneers.  

A vital part of ESCO operations is analysing the customer project, designing 

the delivery and managing the delivery chain (project management). Customer 

project analysis involves using technical and business analysis to create a 

framework for the design. The design includes the technical design of efficiency 

improvements to define the content of the equipment and services to achieve 

savings. Managing the delivery chain concerns all of the planning and agreements 

with the involved partners and subcontractors in the delivery phase and planning 

project management tasks and milestones for the project. These aspects should be 

evaluated also taking a risk analysis perspective, and risk mitigation should be 

included as built into all ESCO operations (Fundación Chile 2012).  

As discussed in the market analysis chapter (3.2.2), the business plan can be 

used externally to increase understanding regarding a company’s added value for 

its customers. However, a business plan has at least equal importance in shaping 

the core objectives of the firm internally and, consequently, its decision making to 

ensure the company’s sustainable development in the market (Hannon 2012).  

The business plan also contains the method with which the service provider is 

going to utilize the resources and skills that it has identified; similar to the emerging 

market case, various networks will be viable for extending its own local resources. 

An ESCO has various internal (built-in) networks, which are the result of, e.g., the 

company’s ownership or geographical location. Typically, when a company decides 

to enter a new market, it must build a new organization for the task, and networks 

between the new entity and other organization(s) will be formally or informally 

created. The new organization tends to exploit the resources and capabilities of 

other internal organizations for growth and to gain position and market share in the 

emerging market. When a company enters an emerging market, it may offload some 

part of its operations to partners, and by creating this external business network, it 

can launch its offering in the market faster and more economically. 

Managing business networks usually means that a company’s business model 

is widely known and available also to competitors, therefore it is important that the 

company has some other tangible or intangible assets that are not easily available. 

One asset could be internal processes, which are not public information or directly 

applicable to any other company or organizational structure. The company that has 
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built its organization for an emerging market and to purely serve a new business 

model has a competitive advantage compared to those that are trying to transform 

an old business (and organization) while also serving emerging market needs. 

Koza and Lewin (1998 & 1999) have studied network alliances especially from 

the market evolution point of view. They have identified two alliance categories, 

exploitative and explorative, which have different characteristics as explained in 

Table 6 below. 

Table 6. The differences between exploitative and explorative alliances (summarized 

from Koza & Lewin 1998). 

Exploitation                  compared with                         Exploration 

Utilize new opportunities Discover new opportunities 

Involves the joint maximization of complementary 

assets. 

Involves innovation, risk taking, new capabilities, 

entering a new line of business and investment in 

the company’s absorptive capacity. 

Produce performance Learning objectives 

Reliance on output control Reliance on behaviour and process control 

Greater identification with the alliance organization Greater identification with the parent organization 

From an organizational point of view, networks require special skills to manage 

alliances efficiently. Möller et al. (2005 & 2007) studied different types of business 

networks, or as he calls them ‘nets’, from the managerial point of view. They 

classified three types of business nets: current business nets, business renewal nets 

and emerging business nets. As this study analyses business networks from the 

service provider’s view, it focuses on networks that the service provider can 

leverage (strategic networks) or that it needs to manage (internal and external 

operators) to operate in the emerging market. 

3.3.4 Internal and External Operators  

A service provider needs resources and the means to implement and deliver its 

service offering. Internal and external operators are typically partnered in emerging 

market cases and can also be used to extend the service provider’s means to drive 

market evolution. Internal and external operators represent means and resources 

that the service provider can leverage to implement its offering design. The offering 

design is based on technical capabilities and choices that service provider uses to 

deliver its service promise (as illustrated in Fig. 11). Internal and external operators 

can be grouped as alliances that the service provider’s organization must manage 
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(as discussed in the previous chapter). Especially for emerging markets, alliances 

are used as an additional resource to complement local organization; alliances bring 

knowledge and capabilities that the market needs but that cannot be justified during 

the emerging phase because of market size.   

According to Koza and Lewin (1998), a changing competitive environment, 

such as new market creation, creates room for new alliances. The focus of this 

chapter is to study what types of internal and external alliances are required, 

especially for a service provider, when entering into an emerging market. Koza and 

Lewin (1999) have listed the motivations needed to trigger an alliance between 

companies: learning and acquiring from one another (technologies, products, skills 

and knowledge); establishing a position in a product or geographic market or in a 

market segment; realizing the potential to maximize the utilization of 

complementary assets; and trust, which leads to a greater fit via the deeper 

integration of parties 

Because of the dynamic nature of the emerging market, the service provider 

meets new challenges when entering the market by having the right type of partners; 

the right type will have a better understanding of local market conditions, which 

can greatly benefit the company by allowing it to better exploit market 

opportunities and utilize its own innovation. According to Möllersten and Sandberg 

(2004), forming intelligent alliances can help companies to develop new core 

competences, which will then help them enter new markets and develop new 

businesses. Networks are initially built to gain market credibility and later built to 

leverage the actor’s position as the market grows. These networks will evolve 

during the emerging phase along with the members’ capability to capture or created 

value. 

A service provider can create its own interpretation of market innovation and 

enter the new market simply by fully utilizing its business networks. The concept 

of a business network derives from social exchange theory, which has been 

developed further to become market exchange theory (Easton & Araujo 1994). 

Market exchange theory considers a business network to be an organized behaviour 

system of exchange, which is how this study uses networks to map significant 

dynamic business relations and thereafter to trace the connections arising between 

a service provider and its relationships (Prenkert & Hallen 2006). Selecting and 

managing internal and external resources better than others creates a competitive 

edge for the company. This advantage is typical within brokerage and service 

business types of industries, where the service provider utilizes its partners’ 

knowledge, and together they create new business networks (Kogut 2000). An 
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ESCO is a good example of a company that wants to create its business concept 

with its core (community) partners and that must build a complete ecosystem where 

it formalizes a combined new business organization to support its brand, product 

and service offering.  

An ESCO’s ability to explore innovation depends on its ability to successfully 

use the network of other service providers to complement its own resources and 

knowledge (Hannon 2012). Once ESCO has defined areas that it keeps as its core, 

it can outsource other operations; but regardless of its own or its partners’ offering, 

it must manage contracts end-to-end. Some customers may also require a third party 

to validate some parts of the ESCO’s operations, such as measurement and 

verification (Langlois & Hansen 2012). 

As discussed in chapter 2.4, an ESCO needs a comprehensive system-level 

understanding to manage complex ESPC projects, whereas for an equipment-level 

understanding, the ESCO can rely on energy saving market partners or 

subcontractors that play a central part of the technical implementation work (and 

provide measurable savings). With the right partners, an ESCO can lower its own 

technology risk by utilizing its partners’ guarantees regarding their part or the work. 

An ESCO tends to favour suppliers that can provide a turnkey project together with 

maintenance over the entire ESPC service period (IFC 2011). 

The service provider’s organization must review its own strengths, capabilities 

and competences (internal resources). A company entering an emerging market is 

typically an alliance, in which it has a parent and a set of parent companies, each 

of which has capabilities that the new company can either explore or exploit 

(Markides & Oyon 2011; IFC 2011). The most common alliances are exploitation 

alliances, for example equity joint ventures and network alliances, or exploration 

alliances such as licenses or franchises and co-practising R&D alliances (Koza 

1998). In addition to market demand, technological opportunity and 

appropriateness have been identified as the principal determinants of the company’s 

inventive activity. The company’s success depends on its capacity to recognize, 

assimilate and exploit available information (Cohen & Levinthal 1989). When a 

company decides to enter an area or market that is not related to its ongoing activity, 

then the company must dedicate efforts exclusively to creating the required 

absorptive capacity (Cohen & Levinthal 1990). Absorptive capacity is the 

company’s ability to learn, exploit outside knowledge and create new knowledge 

(Cohen & Levinthal 1990). Absorptive capacity is relevant for companies in an 

emerging market as the capacity is needed before the company gains its own 

experience from the market (Komulainen 2010). 
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A service provider’s internal structure can take the form of an alliance based 

on ownership and the structure of the parent companies (Hannon 2012). Similarly, 

the external networks of the company create alliances with other market 

stakeholders and typically include both exploration and exploitation relations. 

Some of them can have a strategic nature, if the other actor has knowledge, 

competences or resources that the company does not have and if both companies 

can benefit from joint operations. Other equally important relationships can be 

exploitative, where the company seeks to have more transactional-based 

relationships and uses the other party typically as a subcontractor (see also Fig. 9). 

It is beneficial for the company to have many of this type of actors in its network 

so that it can select the best possible partner for each of its products or services 

based on demand or market feasibility. Because of their exploitative nature, the 

relationships are typically weaker and therefore more dynamic than strategic 

relationships.   

A company that enters an emerging market must evaluate the existing actors in 

the market and decide whether it is exploring, exploiting or ignoring them. This 

requires recognizing the different roles needed for the potential business network 

and creating a common business model (Mason & Palo 2012). The company may 

create strategic alliances with those actors with which it could explore and develop 

a common offering. In addition, many times it is vital to have actors that can be 

exploited, e.g., technology suppliers whose products and services complement but 

are not the core of the service provider’s offering. 

An ESCO uses subcontractors typically to install and maintain the technical 

solutions required for energy retrofit, normally because these require highly 

specialized skills that the ESCO often does not possess in-house (Hannon 2012) 

because they are not needed in every project. Some external relationships are more 

strategic, and the ESCO may form a deeper partnership with actors such as 

consultants or M&V service providers, whose services the ESCO intends use more 

continuously. 

The majority of ESCOs rely on securing external investment or financing to 

cover the upfront costs of an energy retrofit project (Ellis 2010; Hannon 2012). An 

ESCO typically develops partnerships with financial institutions up front, and these 

financial partners also play an important role in designing contracts and in ensuring 

that the contracts are financially and legally robust (Hannon 2012). 

Other non-technical factors that an ESCO needs from external operators are 

financial and intellectual resources, which are needed to address the ESPC’s legal 

and contractual aspects. The contract must protect the ESCO’s interest by securing 
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future payments to cover its costs and financing obligations. In summary, financing 

and implementing energy efficiency projects must be commercially attractive for 

all stakeholders (IFC 2011) by not creating a significant risk or negative impact 

beyond the stakeholders’ core business and competences, by having funding be 

relatively simple to access on a local basis and by being reasonably priced. 

Similarly, the major stakeholders’ risks must be reasonable and based on the nature 

of their respective business, e.g., the investor should not bear the technical risk of 

the ESPC project. 

Building the market offering using business networks gives the company new 

types of flexibility but also shifts the weight of the strategy towards managing 

networks rather than products and services. Without relationships, a company 

would be isolated in the network and would be unable to utilize the skills and 

resources it can offer to solve customer problems and to sell its offering (Ford et al. 

2011). Companies benefit from the bundled provision of complementary products 

and services, as this does not just help to capture value but also to create it in the 

first place (Teece 2010). 

Stable networks are often formed early, during the emergence of the market or 

industry. The emergence of certain types of networks is a function of specific 

knowledge, industrial settings, demand and institutions, and their evolution is the 

result of the interplay between the company’s internal capabilities and 

technological, social and institutional factors (Malerba 2005). 

Struben and Lee (2012) studied the role of collective action in market evolution 

and its impact on successful market emergence. They show that while heterogeneity 

in growth strategies strongly reduces market emergence thresholds under perfect 

substitution, this effect is strongly suppressed under imperfect substitutability. The 

experience from ESCO markets (as discussed in chapter 2) shows that the major 

differences between successful and non-successful emerging markets were the 

level of coordinated effort for market development, especially highlighting the role 

of government. The main question is how other market actors in the wider business 

network may shape the market by using coordinating efforts (Scott 2015). From the 

business network point of view, all collective actions require recognition of the 

different roles of multiple actors across the network. This adds additional 

complexity when shaping the market, as each actor plays a different role, and 

coupling the roles through a relationship can have a diversifying impact. Generally, 

such roles may be complementary, discordant or contradictory, and it seems likely 

that the dynamics will bring either further accord or tensions between parties. 
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All networking (internally or externally) involves finding common interests or 

common problems among actors so that the network brings benefits to all of them 

(Scott 2015). The most common case is when the counterparty is an important 

customer or supplier. Companies uses business cases not only to justify their own 

business, but they also distribute their business model within the business network 

and the market to steer and motivate other market actors towards collective action, 

which should lead to favourable market development and stabilize business within 

the market (Palo 2014). 

Institutional organizations, such as governments, sometimes dictate rules. 

Many times, governmental institutions that are also monopolies have dramatic 

implications for the emergence of market structure and the organizing principles of 

coordination and competition compared with those institutions that regulate prices. 

The effects generated by government discretion differ widely between countries 

and regions. Because markets and firms are not simply given constructs but arise 

from varied institutional origins and technological influences, there are no generic 

rules that are exogenous and known a priori. Rather, the systemic interactions of 

technological, social, and institutional factors influence the evolution of the 

network structure (Kogut 2000, Palo 2014). 

Governmental interventions can be either used as carrot or as a whip, as the 

government can not only act as a customer but can also create a suitable ESCO 

project by pooling various buildings into one project to overcome the size hurdles 

faced by the private side. The government can also use obligatory audits for various 

governmental entities to encourage market take-off, whereas by introducing 

voluntary agreements (linked to other incentives), it may increase ESPC 

attractiveness for the private sector (Soroye & Nilsson 2010). Energy efficiency 

certificates are widely used in Europe to increase households’ awareness of energy 

costs in general and to favour the selection of houses/buildings based on energy 

efficiency (Bertoldi et al. 2013). Similarly, government help in financing energy 

retrofits helps market development, and the government can also act as 

intermediary between the ESCO and local financial institutions to arrange required 

financing. Unfortunately, this is not case in many emerging markets, and an ESCO 

that has internal financial capability can significantly boost market development 

(Yu et al. 2014). 
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3.4 Evolutionary factors 

There is a dual purpose to using evolutionary factors as part of the analysis 

framework: first, they create a bridge between market activities and market layers 

and second, they illustrate the dynamic nature of an emerging market. Evolutionary 

aspects have been discussed already with market activities in chapter 3.2 and 

market layers in chapter 3.3; therefore, this chapter focuses only on complementing 

these earlier discussions. 

Emerging markets have been studied from the viewpoints of various 

influencers, such as dynamic capability (Nelson 1991), co-evolution (Teece et al. 

1997; Winter 2000), emergence (Malerba et al. 1999) and effectual networks 

(Sarasvathy 2008). Academic research addressing industry evolution and its 

evolutionary factors has a long tradition starting with Schumpeter (who was very 

interested in it from an innovation point of view) and developed further to the so-

called ‘SPRU’ (science policy research unit) tradition, which has helped to 

recognize the relationship between innovation and the evolution of industries 

(Malerba 2005). Malerba (2005) has summarized a number of academic research 

streams that have studied industry evolution from different angles; these 

perspectives are knowledge and learning processes (Nelson 1995; Cohen & 

Levinthal 1989), research organizations (Cohen et al. 2002), institutions (Edquist 

1997), systems or market structures (Malerba 2005) and industry life cycle 

(Malerba & Orsenigo 1996). 

Although market evolution is not the same as the above-mentioned industry 

evolution, the same principles can be used in this study by keeping in mind the 

relationship between the market and industry. Fig. 12 defines the relationship from 

a marketing orientation point of view, where the market represents the customer, 

the industry represents the service providers, and the interaction between market 

and industry is illustrated in the lines connecting them (Doyle 2002). A service 

provider seeks information from the market (the needs and wants of potential 

customers) and then develops, offers and communicates the benefits of its service 

offering to the market. If the potential customer buys its offering, then money is 

exchanged for the offered services (Doyle 2002).  
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Fig. 12. Market and industry relationship (adopted from Doyle 2002). 

 The market and industry can be treated as two sides of the same coin, as illustrated 

in Fig. 12. By considering this relationship, this study utilizes the same industrial 

evolutionary factors for emerging markets and their evolution from a market 

perspective. 

For market evolution, the starting point is its relationship with market 

innovation, as the common target of market actors is to make sure that the market 

evolves to the growth stage. This study uses the evolutionary factors identified by 

Malerba (2005), knowledge, demand, networks and co-evolution, as qualitative 

viewpoints when analysing empirical data. Malerba (2005) used these factors to 

understand the relationship between innovation and industry evolution, whereas in 

this study, these factors build links between market layers and market activities, 

which are used to make evident the dynamic nature of the emerging market.  

Knowledge is key component of the service offering, and in an emerging 

market, it will be a key differentiator between service providers (Fagerberg 2005). 

In general, the given knowledge base, technical environment or demand defines the 

nature of the challenges that the service provider must solve by utilizing its own 

capabilities and available resources (Malerba 2005). The identification of key 

properties of knowledge such as accessibility, opportunity and cumulativeness can 

be related to the notion of technological and learning regimes (Nelson & Winter 

1982). More recently, the understanding of what knowledge is and of its role, 

properties and relevant dimensions in innovation and change has increased in the 

evolutionary literature (e.g., Foray 2004). A part of knowledge is the service 

provider’s capability to innovate or to find the best possible way to exploit an 

existing innovation (Freeman 1988). The structure of knowledge can also be 
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extended through market-to-market actors and their relationships (Malerba et al. 

2007). 

Demand is often used in conjunction with supply when it is part of market 

coordination and price is formed to balance supply and demand (Heyne et al. 2002). 

Emerging markets in particular tend to have either a shortage or a surplus of the 

offering, which stabilizes as the market develops. For an emerging energy saving 

market (especially for EPCs because of market barriers; see chapter 2.1.2), demand 

requires marketing activities not only from the service provider but also from other 

market actors and often collectively (Pätäri & Sinkkonen 2014). The main purpose 

of service providers is to sufficiently satisfy mainstream customers with a coherent 

and compliant offering that mutually benefits all market actors (Scott 2015). Based 

on previous studies, emerging markets contain market descriptors, which can be 

combined into three distinct categories: demand, supply and institutions 

(Sarasvathy & Dew 2005). The demand side consists of a set of actual and potential 

buyers that are willing to pay for goods or services offered in the market (Kotler 

1994). On the supply side, the market is defined by a product or service that 

companies are willing to supply, whereas the industrial organization literature (e.g., 

Porter 1989) defines supply through competition. Institutions are widely referred 

to as an additional transaction cost that limits the extent of the market (Sarasvathy 

2008), such as regulators, etc. However, institutional interventions are greatly 

needed for gaining market acceptance (Cleff & Rennings 2011), such as in energy 

saving markets. As a wide understanding and acceptance of market innovation is 

essential for emerging markets, the size, growth and composition of demand, 

differentiation and market segmentation affect innovation in different stages of 

market evolution (Malerba 2005). The energy saving market is a typical emerging 

market where the knowledge and experience of lead customers will have a 

significant impact on the market and on overall demand growth (among followers). 

All of the above aspects relate to the market stabilization efforts that are needed for 

market evolution, but they are also characteristics of different actor relationships 

that dynamically evolve during that time.  

Networks can be seen as catalysts of both innovation and market offerings. The 

utilization of market innovation and market evolution are highly affected by the 

interaction of market actors with different knowledge, competences and 

specializations and relationships that may range from competitive to collaborative 

(Malerba 2005). This study uses two network research approaches: structural (Koza 

& Lewin 1998 & 1999) and managing business networks (Möller et al. 2005). The 

evolutionary factors in this study focus on networks dynamics (in which the 
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structure influences individual actions and performance in the emerging market) 

and network evolution, in which the focus is on processes and rules. Network 

evolution is the result of interplay between the market actors’ internal capabilities 

and technological, social and institutional factors (Kogut 2000). Stable networks 

are often formed early in the emerging market, although major market events tend 

to shape the structure of networks (e.g., Rosenkopf & Thusman 1998). 

Co-evolution in an emerging market mainly concerns collective actions 

(Struben & Lee 2012) among actors to achieve market take-off. More generally, 

co-evolution can be treated as the dynamic analysis of innovation and the evolution 

of industries and more broadly addresses the issues of transformation and structural 

change (Malerba et al. 2007). Co-evolutionary processes involve knowledge, 

technology, actors, demand and institutions and are often path dependant (David 

2000).  

The key input of evolutionary factors for the analysis framework is to capture 

market dynamic-related market evolution. The study uses the evolutionary factors 

in conjunction with market push/pull (service provider – customer) and competition 

(competitive – collaborative); see Fig.13 . Knowledge of market innovation and 

demand are factors in service provider success in the emerging market, where as it 

needs network of partners for complement its offering and to ensure market 

evolution jointly with other market actors. 
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Fig. 13. Evolutionary factors in relationship with market dynamics. 

The service provider (such as an ESCO) also generates demand for external 

technology, reduces the role of uncertainty in the market for new technologies, and 

creates the dynamic inter-relationship between service markets and technology 

markets (Arora & Gambardella 2010). 

While the market develops, efficient service providers grow and survive; 

inefficient firms decline and fail. Firms differ in size not because of the fixity of 

capital, but because some discover that they are more efficient than others 

(Jovanovic 1982), whereas markets grow (and survives) along with success of 

market actors. Success will generate more success and trust in the business 

innovation. While the market develops, it also makes room for service provider to 

differentiate (by exploring the innovation) and to find new means to compete; the 

early development of the market instead requires convergence to gain market trust.  

3.5 Summary 

This chapter provides a summary of the previously discussed theoretical aspects 

and of the constructed analysis framework used to analyse emerging market 
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development from the service provider’s view. The summary of the analysis 

framework is depicted in Fig. 14. As the study holistically analyses market 

development of the emerging market, the analysis framework is constructed so that 

empirically identified market actors and actions can be classified and grouped 

according to each of the theoretical backgrounds; the analysis framework forms a 

4 x 4 (16 in total) ‘magnifying glass’ views to study the phenomena closely but also 

holistically. 

As discussed earlier, the study combines three academic research streams 

(market activities, market layers and evolutionary factors) under one analysis 

framework as illustrated in Fig 14. The evolutionary factors also play a role in 

binding the other two together. The bindings factors between market activities 

(rows) and market layers (columns) are demand, knowledge, networks and co-

evolution (Malerba 2005), and the curly brackets symbolize the primary market 

layers linked with the corresponding market activity.  

 

Fig. 14. The analysis framework illustrated with all elements of market activities, market 

layers and related evolutionary factors (knowledge, demand, networks and co-

evolution). 

The above analysis framework of an emerging market is used to analyse the 

phenomena of the emerging energy saving market from a service provider’s point 

of view in following chapters (see especially 4.3). The dimensions, sub-dimensions 

and the usage of the model is further illustrated on page 123 (Fig. 16). The analysis 
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framework emphasizes that the service provider must focus not only on its own 

service offering but also more generally on the development of the entire emerging 

market and all of the multi-faceted interfaces between the market actors and the 

evolution process. The introduced analysis framework of the emerging market 

creates a holistic view and provides the means to analyse the market by leveraging 

market activities, layers and evolutionary factors in a step-by-step approach. This 

method reveals the static and dynamic nature of emerging markets and furthers 

study of the evolutionary process. 
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4 Methodology 

This study applies qualitative research methods that are disciplined by the critical 

realism research philosophy to gain an in-depth understanding and enrich the 

theory of emerging market development. This study investigates emerging markets 

from the service provider’s view; thus the theories and methods were selected 

accordingly. This chapter explains how the research process, theories, methods and 

empirical information were used to answer the research questions. 

The chapter starts with a description of a generic research process to provide 

insight into the early interest in this topic and how it transformed into the final 

scope of this study. Then, the suitability of case study as the research method is 

discussed, particularly considering its impact on the emerging market dynamics 

part of the research. The case study design section explains how the research was 

conducted using the theoretically constructed analysis framework and the analysis 

phases to eventually provide answers to the research questions. The last sections of 

the chapter focus on data collection and analysis. 

4.1 Research process 

This study follows a qualitative research process in which the researcher 

investigates the world using particular concepts, namely a theoretical framework 

that identifies a set of questions, which are then investigated in a specific manner 

(Cresswell 2013). Qualitative research aims to use the widest possible examination 

to capture the recognized reality as closely as possible (Guba & Lincoln 1994). 

Therefore, the research uses a qualitative multi-method approach to collect 

empirical data by interviewing the primary emerging market stakeholders and by 

using other available longitudinal data to support and confirm the outcome of the 

interviews.  

For the research process (Fig. 15), the abductive approach was selected for use 

with the case as it is fruitful for discovering new things rather than confirming 

existing theories (Dubois & Gadde 2002). Abductive reasoning was also used 

because of the theoretical and empirical understanding gained through the research 

process. The research process allowed the theoretical framework to be constructed 

simultaneously and interactively with the empirical observations, which combine 

to develop theory (Dubois & Gibbert 2010). The research emerged from a 

theoretical and practical interest in studying energy saving market development and 

especially in determining why and under what conditions a market emerges.  
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The empirical context, interest in the phenomena and theoretical aspects were 

developed in parallel (see Fig. 15) with the core theories. The institutional 

entrepreneurship and rentier state theories were primarily used to narrow down and 

find the right angle for the research and also to form a general understanding of the 

rationalities of the empirical market. Market(ing), market innovation and market-

shaping theories were used as the basis of the theoretical framework and to evaluate 

the theoretical contributions of the study. 

The rationalities behind energy conservation and increased energy efficiency 

demand were also identified. The contradiction between substantial energy 

resources and the motivation (or lack) for energy saving was the reason why first 

Gulf countries and then Dubai (Reiche 2010) were selected for the subject of 

inquiry. Furthermore, the Dubai leadership model has been praised as having an 

institutional entrepreneurial mind-set, with its rapid economic growth being the 

most visible result (e.g., Nasra & Dacin 2009; Acuto 2010). The Dubai leadership 

model could potentially positively impact the pace of market development. The 

research interest in the emerging energy saving market has been developed through 

the research process, which led to the use of service provider interest as the primary 

viewpoint. 

At the beginning of the research process, the motivational, cultural and national 

aspects of energy saving were studied, and unstructured interviews with various 

energy experts from Dubai were conducted. As part of the research strategy, the 

preliminary phase of data collection was conducted during November – December 

2012, and it focused in increasing understanding of the energy saving market in 

general and its particular challenges in Dubai. Considering the results of the 

interviews, rentier state and market theories were studied further to find 

explanations for the differences between Dubai and other more mature energy 

saving markets (such as Europe and the USA). In parallel with this work, the Dubai 

government launched its Super-ESCO initiative and invited international ESCOs 

to participate in the Dubai market; new JV ESCO plans started to formulate. These 

events required a deeper market understanding and market actor screening, 

particularly from the JV ESCO viewpoint. Characteristic of many parallel markets, 

events caused actions and reactions between market actors, which increased market 

dynamics and expectations. Many actors started to seek alliances or ways to 

leverage market potential by innovating and aiming to shape the market according 

to their own interests. Once the first (two) ESPC projects were awarded, many 

service providers realized that they needed other (non-ESPC) projects to survive 

and could not just rely on government projects to ensure market growth. The main 
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semi-structured and open-ended interviews (later referred as the ‘Interviews’) were 

conducted soon after these projects were awarded and aimed to include a wide 

range of market actors to increase understanding of the service providers’ general 

perception of the emerging market and the result of the ESPC project awards to 

their specific strategic plans.  

 

Fig. 15. Abductive research process of the study. 

At the present time (at the end of 2015), completion of the ESPC projects was 

announced together with the awarding of the third ESPC project; therefore, Dubai’s 

ESCO market is still in the emerging phase and needs an increased number of ESPC 

projects for the market to become mature. 

The researcher has been living in Dubai for the last 8 years and has been able 

to closely follow the development of the emerging energy saving market and the 

establishment of the new JV ESCO, which was formed as a joint venture by a local, 

a regional and an international company. The new ESCO is not aiming only for 

Dubai’s market but also to cover other major Middle Eastern markets at later stage.  
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4.2 Case study research 

This chapter describes the case study research. The study follows the case study 

method, applying it to use qualitative data to create an understanding of the 

phenomenon under study. The advantage of using a case study is the inherent 

flexibility of the method, which is necessary for emerging market study because of 

the complexity, the evolving market relationships and the dynamic interplay 

between market actors (Johnston et al. 1999).  “A common weakness of case-based 

research is lack of selectivity” (stated by Siggelkow, 2007, cited in Dubois & Gadde, 

2014 p. 1282), as the researcher can easily decide to keep everything that they find 

‘interesting’. To overcome the lack of selectivity in this study, the research was 

conceptualized based on existing theories, which helped to keep the focus and the 

investigation on the right case topics. Additionally, sufficient contextual 

information is provided to facilitate the reader’s evaluation of the study (Ruddin 

2006). The case study also provides a means of developing theory by utilizing the 

in-depth perception of empirical phenomena and their context (Dubois & Gadde 

2002). Case studies have been criticised for not using pragmatism as a justification 

for the validity of the interpretation (Easton 2010). In this study, secondary data is 

used to verify and quantify the research findings from the multi-step data collection 

and analysis. As emerging markets generally do not have rich quantitative data 

available, the researcher acknowledges possible weaknesses of the research and has 

tried to overcome it by collecting extensive qualitative data. A case study allows 

the study of a bounded system through detailed data collection from multiple 

information sources and through triangulation (Johnston et al. 1999).  

A case study particularly suits the study, as the focus is on what caused the 

events associated with market dynamics over a longer period of time (Easton 2010). 

The case study methodologies used in this work have achieved growing acceptance, 

especially when they include longitudinal aspects (Ford & Redwood 2006; 

Johnston et al. 1999). This case is particularly suitable for a case study because it 

discusses context-dependent activities that link to emerging market development at 

various dynamic levels. As described in the introduction, this study contains three 

different dynamic levels:  

1. Market activity level, where the emerging market tries to stabilize while its 

actors are still trying to find their positions 

2. Market proposition level, where market offerings must find general acceptance 

and be measurable between different service providers 
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3. Evolution level, where the service provider aims to achieve its desired position 

in a market in which competition and partnerships are still evolving 

Common to all of these dynamic levels within emerging markets is the need 

for different business networks (Ford & Redwood 2005; Ford & Håkansson 2006), 

which underscores the fact that actors must collaborate to obtain market acceptance 

for the service concept. At the same time, services must have similarities or 

common practises to identify them as part of same market, and finally, a market 

must be able to gather all actors collectively behind market development and ensure 

market take-up. The case study involves multi-layered business networks and 

includes events that impact evolving relationships and alliances (Koza & Lewin 

1998 & 1999). The study uses multi-method data collection to capture the causality 

behind these critical events. 

To capture the essence of market dynamics, the study uses an event-based 

analysis strategy (Halinen et al. 2013) to study and make sense of the case study. It 

is essential to understand the rationalities behind the dynamic nature of an evolving 

market (actions and reactions) because they trigger change processes that finally 

force the market to converge and become sustainable. The change process involves 

critical events, which can be identified and analysed from a business network point 

of view. Therefore, this study uses the analysis framework (as introduced in 

Chapter 3) together with identified events and chronologically constituted and 

constructed case analysis. 

The constructed analysis framework is used to elaborate empirical data 

gathered using a single case study and longitudinal market events. The case study 

elaborates and interprets the formation of a new market and how the market evolves 

during the early stage of market development. The research primarily follows the 

development of an emerging market from the service provider’s point of view and 

uses other viewpoints only when they help to understand the phenomenon.  

Starting with the formal constitution and organization of the JV ESCO provides 

a longitudinal perspective of market development where market conditions have 

been studied from the ‘old’ and ‘new’ markets’ points of view. Further, potential 

alliances and networks have been studied and analysed based on empirical data. 

This study also considers the service provider’s experiences from other existing 

markets via its parents or partner; these experiences can provide types of leverage 

to the ESCO concept that an emerging market typically still lacks (e.g., financing). 

The ESPC projects formulate a more balanced and practical level view, where all 

types of market actors reflect ESCO operations related to competition, market 
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proposition and the perceived value that the ESCO brings to the energy saving 

market. 

The energy saving market is still in its emerging stage, and it has been studied 

using a multi-year retrospective analysis. The case includes a deep analysis of 

market creation, development and the business networks formed between market 

actors; however, co-evolution and market shaping are only analysed as far as 

required given the service provider’s strategic viewpoint. These parts play a more 

significant role only after the market has reached the required maturity and the 

service provider’s focus on capturing the market share has become more important. 

4.3 The case study design 

A case study is an “empirical inquiry that investigates a contemporary phenomenon 

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

and context are not clearly evident” (Yin 2003: 13). Additionally, a case study is 

suitable for “a small number of social entities or situations about which data are 

collected using multiple sources of data and developing a holistic description 

throughout an iterative research process” (Easton 2010: 119). The present study has 

taken advantage of its iterative phases, combining the theoretical and empirical 

insights in a manner characteristic of an abductive qualitative study (Dubois & 

Gadde 2002).  

The case study design includes three main phases (see Fig. 16): construction 

of the analysis framework (left side of the figure), collection of empirical data 

(bottom) and case analysis (right side).  
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Fig. 16. Summary of the analysis framework construction and analysis phases. 

The construction of the analysis framework consists of three theoretical aspects 

(Aspects 1-3 in Fig. 16) and results in the formation of an analysis framework for 

the study, as introduced in chapter 3. The theoretical aspects combined allow 

formulation of a holistic description of emerging market development and an 

analysis of the market dynamic-related interplay between market actors.  
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The Collection of empirical data involves multiple data collection methods and 

three main sources of data (Dubai energy saving market and critical events, JV 

ESCO foundation documentation and market actor interviews), which is described 

further in chapter 4.4. The case study design also includes the ‘Analysis elements 

for data mapping’ step, which is essential for moving from the theoretical to the 

empirical analysis, as it bridges theory, empirical data and analysis by linking 

empirical analysis elements and the theoretical aspects of the analysis framework 

together. The analysis elements are described at the beginning of the case analysis 

chapter (6).  

The case analysis involves three phases (Analyses 1-3 in Fig. 16), which are 

explained further in chapter 4.5. The analysis first maps the empirical data to the 

analysis framework, then the mapped data is further evaluated from the service 

provider’s point of view to reflect its interplay with other market actors, and finally, 

the results of Analysis 2 are analysed using field force analysis. Force field analysis 

identifies the market dynamics by analysing the market forces related to market 

evolution, where a dynamic is the result of actions performed independently or 

jointly by market actors. As a result, the analysis framework is completed and 

further discussed in chapter 6.4.   

The study also uses theoretical aspects (vertical layers in Fig. 16) to answer the 

research questions, where Aspect 1 discusses the service provider’s activities in the 

emerging market, which are summarized in the model. The service provider’s 

ability to utilize (energy saving) opportunities is considered along with the market 

layers (Aspect 2) and analysed as part of the market dynamics (Analysis 3). Market 

evolution and the related interplay between the service provider and other market 

actors are studied and summarized in Analysis 2. 

In the case study design strategy, the theoretical starting points are aligned with 

the selected phenomena to construct the analysis framework from the theoretical 

aspects. The analysis framework is then used to validate and group the empirical 

data and, finally, the data are regrouped to identify the dynamic nature of the 

phenomena and the interplay between market actors; this provides the answer to 

the main research question – “How does a service provider engage in an emerging 

market?” 

The case study elaborates and interprets the formation of a new market and the 

interplay between a single new actor (service provider) and other market actors 

during the early stage of market development. The case study was selected to 

follow the market development from service provider point of view. The emerging 

energy saving market was chosen because of the recent high volatility in primary 
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energy prices, the strong establishment of alternative energy sources (including 

shale gas and solar power) and the environmental concerns of climate change (IEA 

2012; Marino et al. 2011; Hansen 2009). Dubai was selected because research into 

energy consumption and especially energy conservation has been limited within 

major energy-producing countries such as the UAE, where energy pricing is (or has 

been) heavily subsidized (referring to rentier state theory, e.g., Krane 2010; Reiche 

2010; Grey 2011). Dubai is the most developed and economically versatile emirate 

in the UAE, and it balances between rapid economic growth and limited energy 

resources. 

The adopted ESCO concept together with other strategic energy initiatives are 

part of Dubai’s integrated energy strategy work and intends to lower Dubai’s 

dependence on imported energy and to reduce environmental concerns (DSCE 

DIES 2014).  

4.4 Data collection 

Understanding the emerging market as perceived by the ESCO (service provider) 

is clearly a complex task; therefore, this study uses rich empirical data and utilizes 

multi-level analysis to thoroughly elaborate the phenomena. An ESCO typically 

enjoys various relationships, not only the triadic relationships created for 

contractual reasons but also due to the nature of business, as it must create and 

manage its solutions based on other service providers’ (e.g., technology providers) 

offerings. Fig. 17 illustrates the sources of the empirical data and material that have 

been used for the case market to form the service provider’s perceived view of the 

emerging market.  

The study has two types of primary empirical data sources; the first one is 

related to the establishment of a new ESCO (JV ESCO) into the Dubai market and 

the second type of empirical data is related to the first two ESPC (later referred as 

ESPC_p1 and ESPC_p2) projects launched in Dubai. The JV ESCO data include 

material collected during negotiations between potential parties (discussion notes, 

presentations and emails) between May 2013 and December 2014 and material 

produced for the JV ESCO business plan between May 2014 and September 2014. 

The ESPC_p1 and ESPC_p2 data consist mainly of interviews with the main 

market actors in Dubai’s energy saving market. The secondary data was gathered 

from newspaper articles and other publicly released data (e.g., seminar 

presentations).  
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Fig. 17. Illustration of different sources of evidence used to capture the service 

provider's view of the emerging market. 

The present study uses various data related to Dubai’s two first ESPC projects as 

the key source for analysing the emerging market, as the projects cover all core 

functions that ESCO must have to operate in the market. Both of the ESPC projects 

were introduced by Etihad ESCO in spring 2014 in Dubai, and the ESPC project 

model used follows widely used international industry norms. Both of the projects 

were opened for tendering and, based on the tender process, were awarded to 

different companies. The study employs comments from the winning and losing 

side of the ESCOs and also includes information collected from other service 

providers who partnered with the winning ESCOs. The customer view mainly 

involves the perception of benefits (savings) expected by the customer expects but 

is complemented by Etihad ESCO’s view of the tendering and project supervision, 

and RSB’s view of ESCO accreditation. The ESPC project-related data also include 

the comments from industrial bodies.  

The other primary data have been collected as part of the JV ESCO 

establishment process. Because it represents a longitudinal process, the JV ESCO 

establishment process also links to various industrial (including the introduction of 

ESPC projects) and critical market events. The JV ESCO establishment process 
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also involves important viewpoints regarding how a potential international ESCO 

perceives Dubai’s market from a maturity and attractiveness point of view.  

4.4.1 Multi-method approach 

The case study consists of primary and secondary data collection. The secondary 

data have been collected as the present study has been written (see ‘Empirical focus’ 

in Fig. 15). The primary data include two main sources, namely, JV ESCO data and 

interviews (see Table 7). The research used several data collection methods and 

sources to conduct the selected research strategy and to capture the market 

dynamics of an emerging market via analysis framework.  

Table 7. Summary of empirical data sources and purpose of the data. 

Type of data Data sources Use of data in this study 

Secondary data Press releases, articles in local 

newspapers, non-academic market 

research information and presentation 

material related to energy saving market 

events in Dubai. 

Longitudinal view of Dubai energy 

saving market. Also include critical 

events for market development. 

JV ESCO data JV ESCO presentations, business plan and 

meeting minutes. 

Business planning, market entry and 

ESCO operations. 

Interviews Interviews with emerging market actors in 

Dubai 

Mirroring significant market events 

and market actors’ operational 

maturity. 

The secondary data consist of press releases, news in local newspapers, non-

academic market research information and presentation material related to energy 

saving market events in Dubai; see the list of events in Table 4 in the appendix. 

JV ESCO data collection is the longitudinal portion of investigation, where JV 

ESCO planning was followed from 23rd of May 2013 onward, covering all parts of 

the JV development until June 2015. The data collection mainly includes 

recordings of discussions between JV parties (between permanent members and 

international ESCO partner candidates), longitudinally recorded notebook remarks 

and material constructed during the business planning phase; see Table 3 in the 

appendix. The recordings also include reflections on emerging market development 

(see chapter 5.2); these events have been analysed and critical events with causality 

discussed in chapter 5.3 



128 

Interviews focuses on investigating the launched ESPC cases (ESPC_p1 and 

ESPC_p2), which were the first such projects in Dubai. In these projects, Etihad 

ESCO represented the customer and ensured that international ESCO industry 

practises were followed through the delivery project. The data were collected by 

interviewing emerging market actors, such as ESCOs, customers and other relevant 

market shareholders (listed in detail in the appendix, Table 8). The market actors 

selected for the interviews met the following selection criteria: long experience in 

Dubai or in the international energy saving market, interest in and 

perceptions/knowledge regarding the ESCO concept and a top-level position, 

allowing a holistic understanding of the emerging market. The questions are 

grouped into background information, governmental interventions, ESCO service 

providers, customers for ESCOs, financial environment and technical environment. 

The purpose of collecting background information is not only to record the 

interviewed person’s connection with the emerging market but also to ‘break the 

ice’ through a familiar question (Fontana & Frey 1994). 

The interview questions were constructed to be semi-structured and open 

ended. A semi-structured interview means that the features of the questions are the 

same, but the interviewer may change the object or the order of the questions based 

on the interviewee’s role. The interviewees answered the questions in their own 

words, and although the order of the themes was planned in advance, the questions 

were changed quite often so that the interviews ran smoothly. The study abstract 

was distributed prior to the interview so that the interviewees could prepare for the 

subject, although all of them had a good understanding of the ESCO concept in 

advance. If the interviewee was a representative of a regulatory body, the questions 

and discussion focused on regulatory- and accreditation-related questions. This 

informant would not be expected to discuss ESPC projects or relationships between 

specific actors, although these questions would be asked briefly and not 

emphasized. 

 As the backbone of interviews are the first two ESPC projects that Etihad 

ESCO introduced to the Dubai market, exploring governmental interventions 

means identifying the motivations and drivers for the government to introduce 

these projects and also finding more information regarding other linked initiatives. 

The questions related to the ESCO service provider intend to clarify the market 

situation, the position of the ESCO in the energy saving market, and its relationship 

with other market actors. The ESCO customer intends to clarify the relationship 

with the customer by directly using the ESPC cases to concretely reflect the 

development of the Etihad ESCO projects. Although the projects were awarded just 
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before the interviews, the success or anticipated result of the projects was used to 

cover the entire project cycle and all aspects of ESCO operations. The financial 

environment is very important to ESPC projects and to the success of the ESCO 

market globally; although the ESPC projects in question did not require external 

financing, these questions intended to highlight the importance of financing and to 

clarify whether Dubai has means to overcome the financial challenges for market 

development. The questions related to the technical environment completed the set 

of important market factors presented in chapter 2.5.2; these were left as the last 

part of the interview in part because of fewer answers but also because of the 

limited time for interview sessions. Because the context material (see chapter 5.1) 

contains quite rich data from other sources (collected as part of the JV ESCO’s 

business planning), covering the technical environment positioning last is justified.  

4.5 Data analysis process 

The qualitative data can be grouped into four basic types of information that rely 

on the researcher’s interpretation: observations, interviews, documents and audio-

visual materials (Cresswell 2014). In addition, interviews generate data from the 

interviewee’s own interpretation and meaning through the explanations that they 

provide – this double interpretation must be considered when analysing the results 

(Nystorm 2008). According to Hirsijärvi and Hurme (2000), the actual analysis 

means summarizing, classifying and interpreting. 

The recorded interviews were transcribed during January 2015 and March 

2015, during the data collection process. The transcription was done word-by-word 

for each interview event as soon as possible to ensure the freshness of the memory, 

which was especially important with one of the interviews, as it suffered ambient 

noise from the background. The transcriptions were double checked to ensure their 

quality. 

The interview and JV ESCO data were stored in original and transcription 

format to ensure traceability of the data. Further, the steps in the analysis process 

could be traced to the subsequent and previous steps. The empirical data analysis 

process includes multiple analysis phases as illustrated in Fig. 16. The illustration 

summarizes all main study aspects from the theoretical framework construction 

(steps 1-3), data collection and empirical analysis phases (1-3). It also links 

theoretical starting points with the outcome of analysis phases as ‘horizontal layers’, 

which are also designed to answer individual research sub-questions. The details of 

each step (process and outcomes) are discussed further in the next chapters. 
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Each of the analysis phases follows the principles of data analysis that 

encompass the following steps: data reduction, data display, conclusion drawing 

and verification (Miles & Huberman 1994; Yin 2003). Data reduction refers to 

meaningfully organizing the mass of data by reducing or reconfiguring it; it is a 

process of “selecting, focusing, simplifying, abstracting and transforming the data 

that appears in written-up field notes or transcriptions” (Miles & Huberman 1994, 

p. 10). 

4.5.1 Secondary data analysis 

The secondary data is mainly used to fulfil the descriptive part of the case study, 

and they help to understand local conditions that have impacted emerging market 

development. The secondary data also helps in understanding the special nature of 

the market environment. Because the secondary data contain longitudinal 

information regarding Dubai’s emerging energy saving market, it is also a main 

data source for market events. These market events have also been included as part 

of the primary data and were discussed with market actors and treated as critical 

events.  

A critical event is an incident that triggers change in a business network, and it 

can trigger an impulse that leads to network reconfiguration (Halinen et al. 1999). 

A critical event can trigger changes that are decisive for relationship evolution 

(Halinen 1997), and events are also used as checkpoints in network development 

(Halinen et al. 2013). Additionally, this study uses critical events to construct the 

case analysis (Makkonen et al. 2012). Furthermore, Halinen at al. (2013) suggest 

that a case study can benefit from an analytic scheme that comprises three elements 

in the sense-making process: (1) influence factors, (2) critical events, and (3) the 

resulting changes. Critical events can be categorized from two perspectives: 

internal forces (inner context related forces) and external forces (outer context 

related forces, such as political changes, regional and global changes, competitors, 

new inventions) (Hedaa & Törnroos 1997). 

As part of an evolving market, actions and reactions are essential because they 

trigger the change processes that finally force the market to converge into a mature 

market. The change process involves critical events, which can be identified and 

analysed from a multilayer business network viewpoint (Makkonen et al. 2012). 

This study uses longitudinally identified events and chronologically constitutes a 

narrative and constructed case analysis that utilizes the analysis framework (as 

introduced in Chapter 3). The event-based approach was selected as it fits well with 
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longitudinal research as well as for studying the dynamics of emerging business 

networks (Dubois & Gibbert 2010; Medlin & Törnroos 2014). An event-based 

method uses various mechanisms to identify and trace trajectories and influencing 

factors of the events (Halinen et al. 2013), which are part of the main targets of this 

study. 

4.5.2 Analysis 1 – Empirical data mapping 

The first step of data analysis is to code the primary data so that it can be used in 

the analysis framework (as suggested by Yin 2003) to identify similarities and 

differences in the data (Cresswell 2014). Therefore, the large amount of qualitative 

empirical data needs first to be coded for data reduction and then grouped for the 

analysis framework.  

For this study, data analysis consists of classification and coding using the 

constructed analysis framework. Coding is simply the process of categorizing and 

sorting data; these categories serve as devices to label, compile, and organize data 

(Cresswell 2014). The data analysis was assisted by NVivo software, which was 

chosen because of the program’s ability to form categories and handle large 

amounts of data and documents. Primary data from the establishment of the JV 

ESCO and market actor interviews have been grouped according the empirical 

framework for market layers (vertical dimension) and market activities (horizontal 

dimension) and coded (white area) using QSR International’s NVivo tool according 

to Table 8. 

Table 8. Coding (keys in the white area) empirical primary data to be used with the 

analysis framework. 

    Market activities  

Market Layers  

Innovation Analysis Offering Shaping 

Customers Buy-in Supply/ 

demand 

Business case/ 

value 

Strategic 

Service Provider Exploratory Competition and 

collaboration 

Business model Intent 

Organization Know-how Maturity Internal alliance Capabilities 

Int. and Ext. operators Acceptance Partners External alliance Dynamics 

The purpose of analysis 1 is primarily to map the empirical data with an analysis 

framework so that they can be further used in the next phases. The result of analysis 

1 is rather static and represents a snapshot of a particular moment; therefore, further 
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analysis is required to sufficiently emphasize the market dynamics to meet the 

purposes of the research. 

The result of analysis 1 can be found in the appendix, Table 8. 

4.5.3 Analysis 2 – Market interplay 

In this context, market interplay encompasses interaction (communication, co-

operation and interaction) between the service provider and other market actors and 

explains how interplay between the parties is handled and how the connection 

between them works (Komulainen 2010). Because interplay is not one-directional, 

the service provider must consider the balance between influencing others and 

being influenced (Håkansson & Ford 2002). 

The purpose of analysis 2 is to highlight the core findings from the data 

mapping; the data mapping is further used to focus on evolutionary analysis 

elements (see Table 10, page 150) and to review the direct references for 

verification. The starting point of the analysis is to use and re-group the results of 

analysis 1 according to the previously introduced market activities (market 

innovation, market analysis, market offering and market shaping). Analysis 2 uses 

each market activity group to analyse the market interplay between actors. The 

analysed market events are primarily related to the two first Etihad ESCO ESPC 

projects. The analysis uses direct references from interviewers, and answers are 

first coded by market activity grouping and reference number (e.g., MO3 means 

market offering, third reference); this coding is used to help the reader to follow the 

analysis process by linking analysis 2 with analysis 3. 

As the analysed interplay is between the service provider and other market 

actors, the other market actors have been grouped according to whether they are 

marketing promise (selling or educating the market) or delivering promise 

(delivering services). Marketing promise primarily comprises interplay between 

the service provider and the customer but can contain other public relations (PR) 

actions towards other market actors. The interplay related to delivering promise is 

mainly between the service provider and its partners and occurs while the service 

provider is designing, procuring and delivering its energy saving solution.  

Market interplay can also be considered from the network’s viewpoint; similar 

to ESPC projects, the ESCO forms its delivery capabilities based on networks 

created either for the current project or based on its strategic needs to comply with 

ESCO industry practises (e.g., the measurement and verification requirements 
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mentioned in chapter 2.4.4). Analysis 2 focuses on the interplay between forces and 

the stabilizing forces as related to network dynamics (Halinen et al. 1999). 

Compared to analysis 1, where the data were coded and reduced, analysis 2 

returns to the original answers from interviewees (based on earlier coding and 

regrouping), which also helps to verify that the coding during analysis 1 has been 

done correctly. 

4.5.4 Analysis 3 – Market dynamics 

After conducting analysis 2 and finding evidence for market interplay, it was 

determined that the model is still rather static and did not resolve the market 

dynamic questions. To overcome this problem, it was decided to perform another 

round of analysis, which also highlights the abductive nature of the research.  

To analyse emerging market dynamics, analysis 3 combines the upper and 

lower parts of the market layers. The upper part (the service provide and customer 

layers) reflects the ESCO’s operations to meet customer needs and market demand. 

The lower part (the organization and internal & external operators) reflects the 

ESCO’s operations to exploit innovation and fulfil customer and market needs with 

its offering. 

Market dynamics are related to different forces; in an emerging market, there 

are clearly forces that try to instigate market change (a driving force) and those that 

try to resist market change. Both of these forces create a balance. Emerging market 

actors then try to change this balance by pushing, while other actors push back 

(Lewin 1951), creating market dynamics. To overcome the resisting force, 

researchers must understand the reasons for resistance and attempt to resolve them 

(Scott 2015). An understanding of market dynamics is important for emerging 

markets to ensure that the market has all means required to be successful (to 

develop to the growth stage) and to identify areas where market shaping is needed. 

For the service provider, changes in market dynamics need to be evaluated and their 

impact on strategy and market entry tactics to be considered. 

Analysis 3 is based on the force field analysis (FFA) method, as it provides 

effective responses to the market and organizational dynamics typically used for 

corporate planning processes (Schwering 2003) and overcomes the static nature of 

frameworks that are typically used for strategic planning (Paquin & Koplyay 2007). 

Even widely used lifecycle models that attempt to introduce time-related elements 

and dynamics into strategic analysis do not provide more than static snapshots and 

lack dynamic mechanisms that lead from one snapshot to the next (Paquin & 
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Koplyay 2007). In this study, FFA is also used to identify the external 

environment’s influence on emerging market development. The analysis also helps 

change actors to develop effective action plans that are multidimensional and 

focused on high leverage issues (Hurt 1988; Paquin & Koplyay 2007) for emerging 

market development. The study uses the ‘7S’ framework, which is often used as an 

organizational change model but is also used to model strategic change and 

innovation (Schwering 2003). The 7S are typically used to guide thinking about the 

impact of each category, and they are chosen due to their simplicity, mnemonic 

hints and familiarity. The 7S include the following factors (Schwering 2003): skills, 

system, leadership style, staff, shared values, structure and strategy.  

The Skills category considers key people’s knowledge, skills and ability to 

make required changes. The analysis of this category aims to identify key 

performance areas and the assets required for each of these areas (Schwering 2003). 

The System is related to procedurally constructed reports, processes and 

technologies. The Leadership style characterizes how key leaders and managers 

behave in setting and achieving organizational goals, including communication 

style, decision-making preferences and social needs. Staff considers quantitative 

staffing levels and the qualitative backgrounds of the personnel. Shared values is a 

factor that refers to the guiding concepts and significant benefits that an 

organization imbues in its members (Schwering 2003). Structure relates to aspects 

of organizational structure, which involve formalized and temporary structures 

such as project teams. Strategy concerns the organization’s plan for allocating scare 

resources to reach set goals.  

Using the results of analysis 1 (and 2), market forces are categorized, based on 

the 7S framework, into drivers and restraining forces. Also the impact of each force 

(low, medium or high) has been evaluated and used to prioritize them. Each market 

activity category involves both forces, which in combination create a status quo in 

which the forces are in balance. From a market development perspective, the 

driving forces must be strengthened and the restraining forces must be either 

weakened or changed to become driving forces. This helps the market actors to 

understand the impact of those forces and helps to make decisions about the 

required market development actions. The purpose of the data analysis stage is to 

change a static analysis to a dynamic analysis (to actions or verbs); these results are 

introduced in chapter 6.3. 
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5 Case: The emerging energy saving market 

This chapter gathers and summarizes the situation prior to the emergence of a 

market and explains rationales for new (emerging energy saving) market creation. 

As discussed earlier regarding innovation’s role as an important market trigger, 

other market enablers must also be in place; this chapter focuses on those ‘other’ 

enablers and their role in creating Dubai’s emerging energy saving market. The 

desired outcome of the chapter is to introduce the reader to the case market and to 

help formulate a holistic market view before entering the actual analysis phase. 

This study focuses on emerging market development from the ESCO service 

provider’s perspective. The purpose of the analysis is to use the constructed 

analysis framework and the case market elements to understand the interplay 

between the service provider and the other market actors. As the phenomenon is 

complex due to market innovation and the roles of different market actors, the 

service provider must form a holistic view of not only the emerging market but also 

other macro level variables. Chapter 5.1 creates a scenario for the motivational and 

institutional aspects of energy saving then describes how different energy saving 

methods (including the government-driven launch of the ESCO market) were put 

to use, and finally lists the critical events that have impacted and led to current 

situation. Based on experience from other markets, successful ESCO adoption 

relies on governmental intervention as one of the key market drivers, and therefore 

chapter 5.1 mainly discusses the government’s role in managing both supply and 

demand for energy consumption. The establishment of the JV ESCO in chapter 5.2 

complements the narrative section and describes the service provider’s plans to 

respond to market needs by introducing its own market offering. Because of 

emerging market uncertainties, the service provider’s main challenge is to forecast 

market development so that it does not under or over invest in the emerging market 

and so that it understands the timeframe for reaching a positive cash flow. Chapter 

5.3 combines the outcome of previous chapters in the form of critical events to 

demonstrate the related market interplay, which is the result of market actors’ 

proactive or reactive actions. A critical event analysis is a useful way to 

demonstrate the typical dynamic nature of business networks in emerging markets 

(Halinen et al. 2013), which are linked to uncertainties in both the emerging market 

and in dynamic network development (Medlin & Tornroos 2014). The 

methodology chapter (4) describes the usage of the critical event analysis method 

in detail, and its linkage to the empirical qualitative case material and the analysis 



136 

framework. As a result of the chapter, the analysis framework is completed with 

new findings.  

5.1 Context of the case study 

To understand the energy saving market and its actors, we must look backward to 

how the UAE became an oil giant and how this has impacted its current energy 

usage. 

History and Heritage 

In the past four decades, Gulf Arab countries (later referred to as GCC countries) 

have undergone a dramatic transformation in terms of economic growth and 

lifestyle because of the vast energy resources found in the area. In the beginning of 

the 1970s, GCC countries were in their early stage of development, with small 

populations in diverse small communities. Looking at the same group of countries 

forty years later, it is difficult to find any sign of their former infrastructure, as these 

modern cities are filled with ever-higher and increasingly spectacular skyscrapers. 

All six GCC countries, Saudi Arabia, the United Arab Emirates, Kuwait, Qatar, 

Oman and Bahrain, are not only major energy producers but also among the largest 

energy consumers per capita in the world (Krane 2013). Rentier state theory (RST) 

(e.g., Luciani 1990, Hertog 2010, Beblawi 1987) explains the reasons for their high 

growth, wealth and state-society relationship. RST explains that the state earns the 

majority of its income from external rents (oil and gas reserves) and largely uses it 

to finance social spending. These states are characterized by high social spending 

with little or no taxation applied to nationals. Subsidized pricing fuels domestic 

energy and water usage, so that nationals pay a price that is only a fraction of the 

production cost. Although energy and water pricing is higher for expats, they are 

also able to enjoy rather inexpensive energy and water. This has led to energy being 

wasted and less being available for commercial export. Having the majority of state 

income deriving from the export of oil and gas makes these economies vulnerable 

to international oil price changes. 

In the UAE, the emirate states are in a quite unequal balance, as 90% of oil and 

gas reserves are located in Abu Dhabi, whereas Dubai has virtually used its reserves 

and must import needed energy. Although Dubai still enjoys relatively cheap gas 

from Qatar and subsided oil from Abu Dhabi, it has been forced to raise its energy 

pricing tariffs and to introduce new additional fees to cover a continuously larger 
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share of imported energy, which is based on the international energy price. Within 

the UAE, different emirates have their own electricity and water tariffs, and some 

energy-intensive industries have move their production to Abu Dhabi, where 

electricity is only 1/3 of the price in Dubai. 

Dubai has entered into the late rentierism (Gray 2011) phase, where the state 

is more responsive, globalized and strategic. This can be seen in its investments 

and efforts to create stability and security, which are essential to industries such as 

tourism, global trade, logistics and banking. Dubai has systemically built its 

entrepreneurial reputation and has been able to attract international investors to 

enact Dubai’s growth vision.  

Natural resources and power 

As mentioned earlier, finding natural resources (oil and gas) and forming a single 

country (from independent emirate states) has created the foundation for today’s 

UAE. The UAE is one of the wealthiest countries in terms of natural resource assets, 

predominantly oil and gas. It has 5.9% of the world’s proven oil and 1.6% of global 

natural gas resources (IEA 2012). The UAE consists of seven Emirates: Abu Dhabi, 

Dubai, Sharjah, Ajman, Ras al-Khaimah, Umm al-Quwain and Fujairah. From the 

energy supply perspective, Abu Dhabi is self-sufficient, and its oil exports comprise 

over half of the UAE’s gross domestic product (Kazim 2007). In addition to oil 

export, Abu Dhabi’s strategy relies on a combination of building industry in the 

energy-intensive and hydrocarbon sectors and overseas investments (UAE SNC 

2010). The industry of Abu Dhabi benefits from low priced energy and water 

produced by natural gas-based power/water desalination plants. Currently, Abu 

Dhabi consumes almost all of its natural gas production for electricity and water 

desalination; at the country level, the UAE consumes more natural gas than it 

produces (Krane 2010, Kazim 2007).  

The UAE is a rapidly evolving country and within several decades has become 

a leading country in the Middle East from economic and infrastructural 

development viewpoints. However, the UAE can no longer increase its natural gas 

production to meet the increasing demand for electricity and water (Krane 2013) 

and therefore must build production capacity, which requires a significant initial 

capital investment, e.g., nuclear power. At the same time, the country’s inefficient 

use of energy has reached a level that is internationally acknowledged (Al-Iriani 

2005). The UAE has realized that building more capacity is insufficient, and it must 

also manage consumption. Globally, energy pricing is the most common method 
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for controlling consumption, but similar to the typical rentier state, Abu Dhabi is 

not willing to apply such an instrument (Krane 2013). There is a lack of academic 

research studying RST countries’ motivation and means for energy conservation, 

especially when governments use means other than economic instruments to 

manage the demand/supply of energy.  

Abu Dhabi uses energy to drive its own interests within the UAE; it not only 

provides oil and gas resources but also produces the majority of the UAE’s 

secondary energy. Most of the electricity is produced and consumed in Abu Dhabi 

(south), but Abu Dhabi also provides most of natural gas needed for electricity 

generation in the northern emirates (via the Federal Electricity and Water 

Authority). The UAE’s electricity distribution network was built to serve this 

purpose. Abu Dhabi has extensive plans to utilize solar energy, but at same time is 

building the UAE’s (and the GCC countries’) first nuclear power plants (Sgouridis 

et al. 2013). The first four nuclear power reactors are under construction in Khalid 

al Khaja (western region of Abu Dhabi).  

Dubai has own limited oil and gas fields, but it mainly uses imported high-

pressured natural gas to produce needed electricity. The DEWA (Dubai Energy and 

Water Authority) wants to control energy production and, unlike other emirates, is 

not dependant on Abu Dhabi for energy production. 

Consumption 

Having internal energy resources not only provides net wealth through exports but 

makes energy easily available for internal usage as well. This has led the UAE to 

become one of the most energy consuming countries in the world (Krane 2013; Al-

Iriani 2005). Consumption mainly correlates with low energy pricing combined 

with an ambitious national economic growth target. 

A harsh climate with extreme temperatures, particularly during the summer 

months, contributes to high-energy consumption, as most households currently 

enjoy air conditioning. Air conditioning is the largest single source of energy 

consumption in the UAE. In addition, most of the ground water is used for 

agriculture, and drinking water is almost entirely provided by desalinated seawater 

in the UAE. As 90% of ground water is saline, in some cases even eight times as 

much as seawater, the UAE uses multi-stage flash distillation technology for 

desalination (UAE SNC 2010). Both electricity and steam (for desalination) can be 

generated in the same thermal power plants, but the drawback is that the process is 

not very efficient and consumes substantial primary energy. 
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UAE industry has been built around cheap energy and water, and therefore it 

overwhelmingly consists of petrochemical, aluminium and steel products. This is 

applicable to other GCC countries as well and increases the Middle East’s 

competitiveness in the eyes of energy-intense industries. This has led to a situation 

where energy efficiency in the UAE is among the lowest and consumption per 

capita among the highest in the world.  

Tentative tariff changes for residential users in the UAE reflect not only 

government acknowledgement (Abu Dhabi and Dubai) that previous practises have 

contributed to inefficient usage – and, therefore, unnecessarily high consumption 

rates – but also that government subsidies on the price of electricity constituted an 

increasingly heavy burden on state budgets in 2010 (El-Katiri 2011). 

The UAE’s first energy efficiency initiatives are only starting to gain industry 

recognition and require that leading organizations develop an energy conservation 

strategy and integrate it into business operations (Chen 2011). 

A new generation of emirates in particular is used to a luxurious lifestyle and 

‘easy money’ because the UAE provides governmental aid and economic 

regulation to help nationals to obtain a good start. The UAE provides free education, 

financial aid for marriages and either free apartment or land and financing to build 

a house. The majority of emirates work in the public sector, where salaries are 

higher than in private sector and working hours are shorter. At the same time, 

energy and water is heavily subsided, and therefore the existence of financial 

incentives for energy conservation and efficiency are very limited. 

This has led the UAE’s CO2 emissions to reach 20.4 tons/capita, which is more 

than 5 times the global average (4.9 tons/capita) and which makes the UAE the 7th 

highest energy consuming country per capita (according to The World Bank 

statistics10) in the world. On a national level, energy saving has a dual impact on 

the UAE economy; first, it will improve international competitiveness because of 

the efficient use of energy and second, it allows the UAE to export an equal amount 

of energy while gaining more direct income. 

Dubai’s first steps towards reducing consumption 

Within the UAE in the energy sector, Dubai in particular has struggled to build 

sufficient capacity to meet its ever-increasing consumption. The Emirate of Dubai 

                                                        
10  The World Bank, year 2011 (data gathered on 28.11.2015); 
 http://data.worldbank.org/indicator/EN.ATM.CO2E.PC/countries/AE-1W?display=graph 
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is realizing that it cannot build its future on its oil and gas resources and must find 

alternative energy to maintain growth targets. Although the UAE is building its 

future energy foundation on non-fossil energy, it must diversify and distribute 

energy production to ensure energy security and to reduce its carbon footprint. 

Through these actions, it also aim to fulfil its Kyoto Protocol commitments (Ellis 

2010; Al-Amir & Abu-Hijleh 2013).  

Although the Dubai government has recognized the consequences of ever-

increasing energy demand and production costs, the private sector implemented the 

first concrete energy saving projects. Characteristic of these pioneering energy 

conservation measures are that individuals or a small group have driven these 

projects through their organizations, for example, the energy efficiency 

improvements of the Dubai Chamber of Commerce and construction of Dubai’s 

first LEED Platinum Certified building by Change Initiative. At same time, the 

Dubai government has announced a focus on increasing awareness and developing 

regulation instruments to favour the usage of more energy efficient equipment. 

Dubai also has plans to increase the usage of renewable energy, but to date, either 

immature technology or other infrastructure limitations has hindered progress.  

New construction regulations have been introduced to increase sustainability 

and reduce energy consumption. Dubai has implemented a green-building directive, 

which includes a comprehensive list of requirements and specifications for 

improving the energy performance of buildings. Initially, the green building code 

was mandatory only for government buildings, but in 2014, it expanded to cover 

all new buildings in Dubai. Abu Dhabi has also responded to the inefficiency 

challenge by introducing its own Estidama building rating system, which also aims 

to promote better sustainability and energy efficiency in the Emirate (UAE SNC 

2010). Both of these schemes have similar goals, but their methods are quite 

different. The industry needs to be familiar with both of them. 

Launch of the ESCO concept in Dubai 

The first steps that Dubai took towards energy saving were mandatory, but these 

efforts will almost entirely impact only new buildings and additional effort for the 

demand side is needed as well. The Dubai Supreme Council of Energy (DSCE) has 

prepared ‘The Dubai Integrated Energy Strategy 2030’, which also defines targets 

for demand-side management (DSM) and the usage of renewable energy (DSCE 

DIES 2014). As a concrete action towards DSM, a target has been set to have 

30,000 buildings retrofitted by 2030. To achieve this goal, the DSCE started to push 
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ESCO development. In June 2013, the DEWA announced that it had created a 

Dubai Super-ESCO, ‘Etihad Energy Services’ (critical event M1, see Fig. 18), and 

in February 2014, this company was officially introduced to the Dubai market along 

with announcement of the first EPC projects. Etihad Energy Services’ (EES’) role 

in the market is to (1) prequalify based on the owners’ portfolio, (2) organize the 

tendering on behalf of the owners, (3) secure financing if beyond the owner’s 

budget, (4) follow-up project execution with the ESCO and (5) follow-up during 

the guarantee phase11. The process minimizes the building owner’s (a governmental 

entity) role, and they merely need to verify the proposed energy efficiency 

equipment and services. The selected ESCO provides the supply retrofit work with 

a promised guarantee of savings, which would include energy efficiency evaluation 

(investment grade audit), design work, equipment selection and implementation of 

energy saving measures (Langlois & Hansen 2012). 

The ESCO’s role is to combine needed products and services and to holistically 

analyse possible energy saving measures. E.g., the energy audit alone can help the 

customer to choose the most energy efficient solution to meet his/her needs, but the 

customer must still find a way to implement the solution (to capture the savings). 

An ESCO combines these required tasks under its own offering, so that it can be 

called a ‘one-stop-shop’ (Bertoldi et al. 2006). In the Etihad ESCO model, an 

ESCO is paid along with progress in the delivery, and performance bonds are used 

to ensure that guaranteed savings will be met.  

Dubai sees ESCO companies as key resources to achieve its retrofit targets, 

and it has leveraged international best practises. Dubai also recognized that it 

needed to secure external financing for the project; as a result, in early 2014, Etihad 

ESCO arranged a financing workshop for local banks (critical event M2) to 

increase awareness. Dubai also decided to separate regulation and fostering of the 

ESCO market to two different governmental institutions: RSB is responsible for 

creating the standard ESPC contract, dissolution practises and accreditation 

schemes for ESCO companies, whereas Etihad ESCO acts as mediator between 

private ESCOs, government customers and financial institutions. Etihad ESCO 

calls this ‘Fostering Dubai’s ESCO market’, and acts as a trusted partner between 

all actors.  

As its first concrete actions, Etihad ESCO launched the tendering of energy 

audits in January 2014 and the two first ESPC projects for DEWA’s own facilities 

in April 2014 (critical event M3). These projects are critical from the emerging 

                                                        
11 Etihad ESCO presentation 2.2.2014, Stephane LeGentil, CEO of Etihad ESCO 
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market perspective; however, the selection process was not completed until early 

2015 (critical event M5), which indicates a long learning cycle for all parties. 

Etihad ESCO launched additional tendering for more buildings in September 2014 

in the Jebel Ali Free-zone, but because of delays in securing financing, the project 

has been delayed even more. Etihad ESCO launched two more ESPC projects in 

Q1 2015, but the awarding process is still underway.  

The number of accredited ESCOs is rising (see Table A 7), but to date, Etihad 

ESCO has not been able to provide enough projects to allow the market to develop 

in a sustainable manner. For this reason, ESCO service providers are also looking 

for opportunities from the private sector; some development in this area has been 

seen, but progress is slow primarily because of the lack of available external 

financing. EMS, the oldest ESCO in Dubai, has agreed upon a partnership with 

Etisalat, UAE’s largest telecom operator, and they are jointly offering energy 

conservation solutions for the private sector with EMS as the operative entity and 

Etisalat as the financing partner. The JV was launched in Q2 2014 (critical event 

M4) and is called ‘Mabanina’ – ‘our buildings’ in Arabic. Very recently, the owner 

of Mabanina has decided to use it also as an ‘initiative’ or umbrella, allowing other 

ESCOs and energy saving market service providers to operate and use Mabanina 

references and financing capabilities in their own projects. EMS’ interest is mainly 

to boost the emergence of the ESCO market in the private sector, similar to Etihad 

ESCO’s goals in the governmental sector. This is a noble aim, but raises the 

question of whether EMS has other interests as well. Mabanina’s initiative will 

strengthen EMS’ position in the emerging market regardless. 

Mabanina represents a case of collective action similar to Struben and Lee’s 

(2012) study of market formation and its impact on successful market emergence. 

They show that while heterogeneity in growth strategies strongly reduces market 

emergence thresholds under perfect substitution, this effect is strongly suppressed 

under imperfect substitutability. 

Many other new ESCOs are watching this market’s development, waiting for 

the results of the first projects to spread acceptance for the ESCO concept, 

establishing their position in the market and, at the same time, trying to survive. 

5.2 Launch process of JV ESCO 

As discussed in previous chapter, the energy saving market potential is real and 

creates opportunities for new service providers to enter the market. The idea of 

establishing a new ESCO is a result of that opportunity. The JV ESCO planning 
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started in May 2013 between Local Energy Consulting company, referred to as 

LECo, and Regional Conglomerate, ReCo. LECo has extensive knowledge 

regarding Dubai’s energy saving market, whereas ReCo has decided to extend its 

energy sector business to also cover energy efficiency and a broader geographical 

area. ReCo has the capability to finance energy projects (both retrofit and 

generation projects), which gives JV ESCO a competitive advantage that most 

competitors lack (Arora et al. 2001). It was decided from the beginning that JV 

ESCO must have an International ESCO, referred as IESCO_x, as the third partner, 

as it could bring needed experience and credentials (Arora et al. 2001). The initial 

market analysis for JV ESCO, including target markets and a potential partnership 

with an international ESCO (IESCO_A), was released in early June 2013 (critical 

event C1; see Fig. 18). Initially, the target markets were defined as Turkey, Saudi 

Arabia and the UAE; Turkey was considered to be the most mature market, Saudi 

Arabia to be the largest market and the UAE to be the most advanced energy saving 

market in the GCC. These markets were analysed, and initial governmental contacts 

were created to (1) provide background information, (2) outline the business 

potential, challenges and objectives, and (3) negotiate potential JV ESCO setup. 

Initially, discussion with IESCO_A was mostly via email and focused pm 

setting expectations for JV ESCO, such as targets to grow the business to a level of 

USD 20 M within 3-5 years, financials and ownership structure. The first meeting 

between parties was arranged in November 2013 in Washington DC, USA. The 

discussion covered all aspects of the JV, including identified pilot projects in Saudi 

Arabia, and establishment of the JV looked promising. It was agreed to have a non-

disclosure agreement in place and to arrange the next meeting in Dubai and Jeddah 

for January. However, after the visit, IESCO_A slowed down the progress as it had 

engaged in similar discussions with a Dubai government entity that appeared to be 

more promising. 

IESCO_A was willing to continue discussing the JV for markets other than the 

UAE with other parties; however, this was not accepted by the other partners as it 

is difficult to collaborate in one market and compete in another. LECo and ReCo 

continued to search for other potential international partners (critical event C2), 

several contacts were made, and finally two others, IESCO_B and IESCO_C, were 

identified. Initially IESCO_B was busy in Europe and did not want to take the risk 

of expanding so far from the home market, whereas IESCO_C was more willing to 

start negotiations. As IESCO_C was a US-based company, the initial discussion 

was held in February 2014 and subsequent negotiations were held remotely 

meetings, which led to the signing of a memorandum of understanding by LECo 
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and ReCo in May 2014. It was determined to initiate JV ESCO’s business plan 

(critical event C3), although IESCO_C still had not signed. The next discussion 

between JV partners was held in July 2014, and IESCO_C informed them that it 

was having financial difficulties and due to structural changes in the company, it 

would have to withdraw from the JV. The business plan work was put on hold in 

August 2014 until a new partner could be identified. At the same time, discussions 

between IESCO_A and the Dubai government had not been successful, so JV 

ESCO decided to contact them again to see if they were interested in continuing 

the original discussions. IESCO_A replied that because of changes in its top 

management (and because of the unsuccessful earlier discussion with the Dubai 

government), their interest level had decreased.  

IESCO_B was also contacted again, but it appeared that all potential partners 

wanted confirmation of successfully delivered ESPC projects in Dubai before 

committing to the Dubai market. Thus ReCo and LECo decided to put JV ESCO 

on hold (critical event C4) until the market developed and there was clear indication 

that a consistent, growing number of ESPC projects were coming to the market. 

As it was important to keep up with market progress, LECo decided to assist 

Phillips (awarded with ESPC_p1 project) with M&V of the project (critical event 

C5). 

Partnership discussions as part of new JV creation are always difficult, not only 

because they need to find the right type of synergy between task and rewards but 

also because of uncertainties in the emerging market. IESCO_A’s discussions with 

the Dubai governmental unit also emphasizes a difficult situation where the 

institutional role and personal interest of the management team is in conflict. 

IESCO_A was struggling between the potential (short cut) that such collaboration 

would bring, and later, they learned that they would be required to conduct all work 

and investment without having any ownership. Being a relative young country, 

Dubai lacks clear roles and responsibilities for governmental entities, which allows 

management to stretch the borders of institutions more than in more developed 

countries.   

5.3 Summary of critical events 

This chapter summarizes critical events from previous chapters and demonstrates 

the linkage between the market and JV ESCO’s development. A critical event 

analysis is applied to the emerging market’s development, contributing to the 

understanding of the market layers as well as to the evolution discussion in the 
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analysis chapter. The critical events (see Table 9) are described longitudinally by 

following both the emerging market and JV ESCO’s development between 2012-

2015. These are followed side by side to better understand the market dynamics.  

Table 9. Summary of critical market and JV ESCO events. 

Critical Market Events Critical JV ESCO Events 

Tag Event description Tag Event description 

  C1 

 

First partnership discussion and 

preliminary market research  

- June-August 2013 

M1  

 

Etihad ESCO founded by DSCE as 

part of DEWA organization - Sept 2013 

  

  C2 

 

Analysing and negotiating with potential 

international ESCO partners  

– Jan 2014 

M2  

 

Etihad ESCO launches Dubai ESCO 

market and arranges financing via local 

banks (government owned) – Feb 2014 

  

M3  

 

First two ESPC targets announced and 

opened for bidding (DEWA facilities) – 

April 2014 

  

  C3 

 

Business plan preparation (deeper 

market analysis) – June/July 2014 

M4  

 

EMS announces Mabanina as an 

ESCO industry initiative that all service 

providers can join. Mabanina can 

arrange financing for private sector 

projects – Sept 2014 

  

M5  

 

Etihad ESCO awards first two ESPC 

projects (ESPC_p1 and ESPC_p2) – 

Dec 2014 

C4 

 

Establishing JV put on hold because of 

the slow progress of the Dubai market 

– Dec 2014/Jan 2015 

  C5 

 

One of the consortium members 

attends to the M&V task for ESPC_p1  

– May 2015 

To use the events with the theoretical framework, they are classified according to 

market activity and illustrated over time based on their nature and relationships; 

see Fig. 18. The nature of the response (proactive or reactive) is determined based 

on direct interview answers or the available documentation (meeting notes and 

emails).  



146 

Fig. 18. Critical events for the market and the new company within the context of the 

study. 

As illustrated in Fig. 18, the development of JV ESCO follows the early progress 

of the emerging market (based on empirically supported data), and although JV 

ESCO planned its operations based on its own resources and vision, its strategic 

decisions must be aligned with market demand. The JV ESCO events are mainly a 

result of market and JV development; however, slow progress in first ESPC 

projects together with problems in finding a suitable partner led JV ESCO to be 

more reactive (C4 and C5). Similarly, the slow progress launching new projects 

and Etihad ESCO’s focus on public buildings only led to the formation of Mabanina. 

Although there is not much evidence for the success of private projects, Mabanina 

is an important signal to the emerging market that the needs of the private sector 

are also being considered. 

As a summary, critical market events have had a direct impact on JV ESCO 

events and on its strategic decisions (e.g., slow down market entry), whereas other 

impacts cannot be seen, as JV ESCO is not yet an actor in the Dubai market. These 

critical market events also emphasize that one market actor (in this case, Etihad 

ESCO) alone cannot promote the market or, at least, that it takes longer for the 

market to become profitable for larger groups of ESCOs.  

All of these critical market events were used to construct interview questions, 

first, to verify that they truly were critical events and second, to discover the 

response of the market actors. The JV ESCO events have been used mostly to 
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reflect upon other ESCOs’ situations in the Dubai market and whether they are 

facing the same or similar challenges while establishing their ESCO operations. 
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6 Empirical analysis 

The empirical analysis utilizes the analysis framework that was constructed in 

chapter 3 and summarized in Fig. 14; however, the analysis framework needs more 

concrete analysis elements to analyse the phenomena in this empirical context. 

Although the analysis elements (see Table 10) are rather generic, they are not 

necessarily applicable for analysing other similar cases but must be adjusted 

accordingly. 

The analysis elements of the emerging market development are summarized in 

Table 10; the most important analytical elements, those linked to evolutionary 

factors, are identified with bold font. The other analysis elements have been chosen 

by triangulating market activities and market layers with the empirical context. The 

analysis elements at this stage are only initial and will be verified or adjusted 

through the analysis process.   

The selection of the ‘initial’ analysis elements is based on the earlier theoretical 

discussion presented while constructing the analysis framework and is based on the 

following selection criteria for each market activity (Innovation, Analysis, Offering 

and Shaping).  

The market innovation emphasizes the role of innovation as a key market 

driver, and it is the service provider’s role to explore and exploit the innovation in 

such a manner that the new market will take-off. This new market success will 

promote the benefits of innovation so that other market actors will become willing 

to contribute to market development through their collective actions. The 

innovation must be accepted by market actors, the concept must have buy-in from 

potential customers, and the service provider’s partners must accept (and commit 

to) the market promise.  

The market analysis indicates the key maturity factors for market creation: 

demand/supply, and the essence of customer needs and service provider ability to 

construct its market offering. Because emerging market development requires 

collaboration between market actors, the service provider’s ability to leverage 

various market networks is important not only to its partners but to all other market 

actors as well. 

The market offering emphasizes the importance of the service provider sharing 

its own vision not only with its customers but with other internal and external 

alliances as well; that service provider can plan the use of available resources to 

design the required market offering. The service provider’s business model is a key 
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tool to clarify the customer value and the resources it needs to implement its 

offering.  

Market shaping focuses on the service provider’s intentions, which drive 

stabilization of the market during the emergence phase and influence market 

development via a strategic co-evolution process. The service provider can also 

shape the market by developing its own capabilities (credentials, proof of concept, 

innovations, etc.) and dynamically manage its business networks to respond to 

market and customer needs. All of these analysis elements are summarized in Table 

10 and are used to code the empirical data for the analysis. 

Table 10. The empirical analysis framework and key evolutionary analysis elements 

(with bold text in the white boxes). 

       Market activities  

Market layers  

Innovation Analysis Offering Shaping 

Customers Buy-in Supply/ 

demand 

Business case/ 

value 

Strategic 

Service Provider Exploratory Competition and 

collaboration 

Business model Intent 

Organization Know-how Maturity Internal alliance Capabilities 

Int. and Ext. Operators Acceptance Partners External alliance Dynamics 

Because the analysis framework consists of market activity and market layer 

dimensions, the above analysis element mapping is intended to help the reader to 

understand the logic behind the analysis steps and results. It is important to keep in 

mind that although the market layers could be understood as market actors within 

the analysis framework, that is not the case. The analysis framework represents a 

higher abstraction level, and therefore the empirical data of market actors and 

actions are treated accordingly. The empirical data consist of named actors (see 

Table 11), representing real market actors, who were interviewed and grouped 

according to their role in the emerging market. The customer (DEWA) is the buyer 

for both of the ESPC projects, but in practise, Etihad ESCO (EE) represented the 

customer for all project-related issues towards seller (service provider). Therefore, 

Etihad ESCO (EE) has a dual role, as it also regulates how the ESCO must operate 

(by representing a governmental body to foster the ESCO market) in conjunction 

with the Regulatory and Supervisory Bureau (RSB), whose primary role is ESCO 

accreditation in Dubai. The Dubai Supreme Council of Energy (DSCE) and the 

Emirates Green Building Council (EGBC) are market influencers that mostly aim 

to influence market acceptance and awareness. The interviewed industry influencer 
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(International advisor) has acted as an advisor for the Dubai government (for DSCE 

and DEWA, and later for EE and RSB) and by having extensive experience from 

other markets, can create a ‘neutral’ view regarding emerging market development 

in Dubai and can evaluate the issues behind ensuring market evolution and growth. 

The roles and market layers represent different aspects than the analysis framework; 

therefore, the table focuses on linking market intent (primary or secondary) with 

the corresponding market layer (Table 11) and assisting in the mapping. The table 

helps the researcher to map the interview questions and answers using the analysis 

framework; however, it is important to keep in mind that all interviewed persons 

have previous or additional current roles that also impact their interpretation of 

emerging market development, e.g., the executive of EGBC is also working as a 

consultant in the same energy saving market.  

Table 11. Roles of named market actors and market intent linkage to the market layers. 

Role: Buyer Seller Regulator Market 

influencer 

Industry 

influencer 

Named actor: Customer and 

EE 

ESCO_A, B, C 

and D 

RSB and EE DSCE and 

EGBC 

International 

advisor 

Market layer:      

Customers Primary   Secondary  

Service provider Secondary Primary Primary  Secondary 

Organization  Secondary Secondary  Primary 

Internal and 

external 

operators 

 Secondary  Primary  

After identifying the analysis elements (Table 10) and the named market actors 

(Table 11), the data mapping using the analysis framework is implemented as the 

first analysis phase. 

6.1 Empirical analysis 1 – Empirical data mapping 

The purpose of analysis 1 is to use the theoretical analysis framework in the context 

of Dubai’s emerging energy saving market. Analysis 1 maps the collected and 

coded (using the defined analysis elements) empirical data using the analysis 

framework. Analysis 1 follows the method introduced in chapter 4.5.1 to code 

primary data (from market actor interviews and the JV ESCO establishment process) 

and gather key characteristics of the emerging market into the 4 by 4 structure of 
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the analysis framework; see Appendix 3 Empirical data mapping (Analysis 1). The 

result of analysis 1 is further used (in combination with the result of analysis 2) for 

analysing market dynamics in analysis 3. 

6.2 Empirical analysis 2 – Market interplay 

The purpose of analysis 2 is to analyse the interplay between those market actors 

that are related to the empirical market events. Analysis 2 uses the results of 

analysis 1 but focuses on evolutionary factors (knowledge, demand, networks and 

co-evolution) and corresponding evolutionary elements (see Table 10) to surface 

the findings based on market activities.  

The following chapters describe the analysis 2 findings grouped by 

corresponding market activity (market innovation, market analysis, marker offering 

and market shaping). 

6.2.1 Market Innovation 

The first phase of analysis (analysis 1) focuses on market innovation and the 

opportunities it brings that market actors can explore based on their own 

capabilities. The analysis identifies the market enablers perceived to be required 

for market development. The result (see the first column in appendix, Table 6) is 

also a starting point for analysis 2, which aims to turn these perceptions into the 

actions of market actors that drive market evolution. As discussed earlier for the 

theoretical framework, this would require active interplay between the market 

actors. 

According to the empirical data, in the early emerging market phase, the vital 

task for an ESCO is to create trust by acting according to the basic principles of the 

market innovation, and at this market stage, it is less important for the ESCO to 

find its own most efficient way to utilize the ESCO concept (or to find its niche 

segment). This is due to market uncertainty, especially within customers, which 

also impacts service provider selection – not based on the best offer but based on 

the service provider’s reputation and anticipated risk adversity. 

MI1. Especially as the scope of proposal was quite different because the 

savings were different, that is where client has difficulties in understanding – 

Etihad ESCO (EE), Executive. 
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MI2. We see that it is important to create trust in the energy efficiency market, 

especially here where the notion of guarantees is something that is not 

completely understood – ESCO_B, Executive. 

The success of the first projects is equally important, not only for a contracted 

ESCO and its customer but also for other market actors. This is particularly true in 

a market such as Dubai, where the Super-ESCO (Etihad ESCO) has dual role in 

supervising implementation of first ESPC projects while at the same time fostering 

the energy saving market. 

MI3. EE’s role in delivering the message and being ‘neutral’ brings value for 

both customers and ESCOs; they (EE) also can improve customer’s knowledge 

(about ESCO concept) – EGBC, Executive. 

Characteristic of an emerging market is how different service providers intend to 

leverage the innovation. Focusing only on their own strengths and finding a niche 

segment may not be the best strategy for this type of emerging market, which also 

has only a limited number of early adopter customers. To ensure market growth, it 

is important for the market actors to construct a common, or at least to use a 

coherent, market message to stabilize the market. 

MI4. In the private sector, I can see suspicious behaviour among the players, 

they still have a protective attitude and are not willing to openly offer their 

knowledge and collaborate with others. As this is a new market, players must 

work jointly to make the market grow – ESCO_D, Executive.  

MI5. To make energy efficiency succeed in the market, the education process 

should also be extended to the vendors – ESCO_C, Executive. 

Because of the emerging market stage, typical customer knowledge regarding the 

ESCO concept is less than the ESCO’s own. Therefore, ESCO must critically 

evaluate all given data that relate to the tendering request, especially when the data 

form the basis of a performance contract and the guarantees that the ESCO must 

deliver. Early projects re often won based on an image of credibility (that ESCO 

has been able achieve) rather than based on submitted numbers (savings, payback 

time, ROI, contract length, etc.) in the tendering proposal document, as the 

following quotation illustrates.  

MI6. We were also the one who spent the most time for the auditing part, so 

every time we go there (to the customer site) they will remember us. Others 

were more relying on provided initial information – ESCO_A, Executive. 
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The emerging market begins to stabilize through successfully completed projects, 

and a service provider’s focus moves from learning to developing its own 

capabilities to differentiate itself from competitors, fully utilize its strengths and 

improve its weaknesses. Partnering helps the ESCO to overcome some challenges, 

especially those concerning special technologies or non-standard solutions. 

MI7. There are a couple of players who have been able to show that they have 

qualified staff available locally – RSB, Executive. 

MI8. I don’t think that these vendors have technical capabilities to serve this 

market, especially on after-sales and technical support side – EGBC, Executive. 

Partnering is also essential in the market, as specific knowledge is scarce, and 

therefore the ESCO must make strategic plans to develop partnerships. Because it 

serves all types of customers, the ESCO typically has a set of knowledge that is 

outsourced, and therefore it needs partners to complete its own offering. 

Alternatively, specializing means that the ESCO cannot serve all customer projects, 

which in an emerging market, may lead to overly sporadic business. 

MI9. Clearly when the ESCO has a role for selecting vendors (technology 

provider), it will have power over vendors, on the other hand, different types 

of vendors may benefit as the ESCO’s interest is also to ensure maintainability 

of the system (at least) over the ESPC service period – RSB, Executive. 

The above quote illustrates the change that ‘old’ market actors are facing and 

that is leading to a new type of situation – instead of selling products to end 

customers, the ESCO will act as broker and become a new type of customer to 

technology providers. The roles of service providers within ‘new’ and ‘old’ markets 

are dynamically changing (faster if the ‘new’ market is going to substitute for the 

‘old’ one). Because of the competitive situation, these roles must be analysed, 

especially in cases where the ‘old’ market’s technology provider has been a supplier 

for a ‘new’ market’s service provider and decides to become a competitor to that 

same service provider in the ‘new’ market. 

In relation to market innovation, the market interplay analysis reveals the 

importance of the service provider possessing the required resources, a process 

understanding of ESCO operations and the credibility to create trust in the 

emerging market. 
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6.2.2 Market analysis 

Market analysis is mostly needed to increase understanding concerning market 

boundaries because emerging market size or take-up speed are difficult to estimate. 

Market boundaries contain analysis of market influencers and means they are going 

to use for steering emerging market development.  

Similar to the previous chapter, the results of analysis 1 (see second column in 

Appendix Table 6) are a starting point for the market analysis evaluation.  

As seen in the data analysis, competition can be irrelevant if competitors are 

waiting for market growth to occur and ensure robust market development. In 

Dubai, the role of the Super-ESCO (Etihad ESCO, EE) in nurturing market 

development is significant, as its main mission is to foster the ESCO market and to 

act as catalyst in demand-side management.  

MA1. …according to the study, it was decided to go with Super-ESCO and they 

(the government) created the company (EE) and started to invest money and 

people in it. That is a very strong commitment (for energy saving from 

government side) – EE, Executive. 

MA2. …oblige all governmental entities in Dubai to undergo an energy audit, 

followed by an energy retrofit in the next 3-5 years. So all key elements (are 

implemented) that are needed for preparation and implementation of an 

environment that should enable demand-side management, covering 

government and non-government entities in Dubai – DSCE, Executive. 

However, having such a strong change agent (Etihad ESCO) also delays market 

development elsewhere because the market’s focus and expectations concentrate 

around these first ESPC projects, which may delay project take-off on the private 

side. When asked about a competitive situation (questions 2.1.2), a typical 

clarification question was asked: “Is EE going to be bottleneck for governmental 

ESPC contracts, and therefore can it be bypassed?” Although most of the answers 

disagreed, the answers to other questions indicated that these serious concerns exist. 

In conclusion, having such a strong market influencer in an emerging market (in 

this case, similar to Etihad ESCO) may have a negative impact on market 

development elsewhere (e.g., in the private sector). 

MA3. The system prevents us from going directly, like to Dubai airport, as EE 

has to be involved. It is a type of market sharing, but it is not 100% fair. I think 

there should be a fair bidding process also for EE, also they will have a limited 
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number of tenders, so how can I do business development – ESCO_A, 

Executive. 

Because Etihad ESCO is focusing only on public sector projects and declaring that 

it will not interfere in the development of the private sector, it makes room for other 

types (more flexible) of contracting models. In contrast to Etihad ESCO’s ‘by the 

book’ approach, the private sector appreciates a simpler approach and selects faster 

routes to gain benefits and overcome contract related complexities.  

MA4. In the private sector, they tend to select the first partner to avoid a 

complicated tendering process (which is especially needed for ESPC) – EE, 

Executive. 

As part of an emerging market, all market actors are new and have different 

capabilities to serve the market. Service providers are concerned about limited 

business opportunities (because of a limited number of available projects) and the 

fairness of the awarding process (because of a lack of transparency).  

MA5. EE has guaranteed savings contracts, but we don’t know what is 

happening behind the scene, as there is no transparency whatsoever. So when 

we put (took part in) pre-qualification to learn more about the project, as they 

(EE) don’t give any details upfront ESCO_C, Executive. 

MA6. Guarantees are typically a phenomena of emerging markets as trust is 

missing – International Advisor, Executive. 

As part of the emerging market phase, all types of service providers, with different 

backgrounds, are entering the market and trying to exploit available business 

opportunities, which would cause more dynamics, especially as their offerings and 

capabilities are often difficult to compare. 

MA7. It is not that competitive in that sense that the market is not mature yet. 

Some of the ESCOs, we call them WISHCOs, try to come, but at the end when 

you look at their capabilities, they are not yet there. We try to help them every 

time to explain to them what capabilities they must bring, but you end up with 

only few companies and it is not very competitive – EE, Executive. 

MA8. The experience must be on a personal level, and it is not necessarily 

available in a local entity, verifying that is a challenge for us – RSB, Executive. 

The skills and capabilities worry not only customers but also competitors, as they 

are concerned that a bad example will have a negative impact on market reputation 
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and consequently on market development. Also, the purpose and usage of ESCO 

accreditation for the emerging market was questioned, as this has a more important 

role when the market develops and previous concerns are cleared.  

MA9. Our company has been in the market for 22 years and in the UAE 18 

years, so we have credentials of 100s of projects, but I found us to competing 

against other companies who may not have same level of expertise, and they 

are not even provisionally accredited and are still going to participate – that 

worries me a bit. The idea of having accreditation should mean that those 

companies must have minimum means to be an ESCO. So they should be 

having enough expertise to confront the (performance) risks. There are players 

that have not, and it scares me as if one of those projects falls apart it would 

hurt the industry completely – ESCO_D, Executive. 

MA10. There are also other major ESCOs (our competitors elsewhere) that are 

not yet in the UAE, but most likely following the development, and it is just 

matter of time when they will be here – ESCO_B, Executive. 

Operational maturity is relevant not among only service providers but among all 

market actors. One very efficient way to increase trust is to use accurate and 

transparent information in all operations. Being transparent requires courage and 

genuine desire to consider own interest, and similar to any market, no market actor 

wants to reveal its ignorance. 

MA11. We thought that it should be easy to start (operating as ESCO in Dubai), 

but now seeing through the EE projects, it takes much time for planning and 

executing. The market is not there yet, and the people who should administer 

don’t have the skills, experience and resources behind to do it right. EE has 

guaranteed savings contracts, but we don’t know what is happening behind the 

scene as there is no transparency whatsoever – ESCO_C, Executive. 

MA12. So finally we had to take their input as it is (as there was no possibility 

to verify all given data). Later, when we did make a detailed accounting of all 

areas, we found three times same amount of luminaries, so should we offer 

three times more luminaries for the same price or what – there was a debate 

ESCO_A, Executive. 

ESCOs have different means to create the market offering to meet the market 

promise and to plan how they will use their business networks to complement their 

delivery capabilities. Business planning is based on strategic insourcing and 
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outsourcing decisions, especially within an emerging market where market 

volumes and risks are difficult to forecast. 

MA13. We don’t want to be supplier or huge contractor; we are going to rely 

on suppliers and integrators that have the technology and are able to support 

us, whether it is physical installation or supplying equipment – ESCO_C, 

Executive. 

Small consortium companies that usually partner with other companies like 

contractors for delivery, partner with suppliers, so some of them are pretty 

clever by using consortiums to gather the required solution – EE, Executive. 

However, partnering also brings risks, especially within a dynamic emerging 

market. The question is first how strategic the alliance is going to be and how 

dependant the ESCO will become on the partner. Potential partners (such as 

technology providers) typically have existing businesses and see the ESCO only as 

one sales channel, treating the ESCO similarly to any other customer.   

MA14. They (technology suppliers) see the (ESCO) market opportunity - on 

the other hand, I am not sure if they are willing to share payment risk (with the 

ESCO) – EGBC, Executive. 

Because market dynamics are characteristic of emerging markets, business 

networks will also evolve and change and will have a larger impact on small ESCOs. 

When a larger part of a business comes though partnered solutions, an ESCO will 

be more dependent on its business networks and must be prepared for rapid changes 

and ‘plan B’s. 

The analysis indicates the importance of reaching market maturity both in 

terms of widely accepted business models and of the availability of a credible 

number of service providers to increase demand among new customers. From an 

evolutionary point of view, a service provider needs to meet credibility and 

capability requirements to serve the company’s and the market’s development 

interests. 

6.2.3 Market offering 

The first phase of analysis (analysis 1) raised the ESCOs options, which it first must 

consider to identify strategic means to serve the market, and second, to construct 

its market offering. Analysis 2 further examines the service provider’s offering 
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planning from a relationship point of view and the means that it must establish to 

operate in the market with other market actors.   

Although the ESCO’s key selling argument is meant to be easy to understand, 

attractive and risk free for the customer, the purchasing or comparing of offerings 

is not and requires a deep understanding of concepts and trust from the customer. 

MO1. For those customers that energy use corresponds to 20-30% of their 

costs and if they are able to save 30% out of that, the savings starts to be 

significant enough (for a project) – ESCO_B, Executive. 

The ESPC contract model ties contract parties into long-term relationships where 

both parties must trust one another to fulfil their part of the obligations to ensure 

commercial success of the project. 

MO2. Shared savings tend to have more disputes about how (energy) savings 

are measured and verified. A guaranteed savings model is also preferred for 

government entities as raising money should be no problem for them – EGBC, 

Executive. 

Once the market starts to develop, the success of raising money in the emerging 

market will play a more significant role, especially within the private sector and for 

market development in general. 

MO3. I believe that over the years when the market becomes more clear and 

we can trust ESCOs more and the model of investment changes, and ESCOs 

are able to find their own financing and banks are able to trust that the model 

works – EE, AM. 

As a consequence of selling savings instead of products or pure services, ESCOs 

must manage a wide range of operations, such as arranging project financing, which 

are part of overhead costs that, e.g., the customer’s purchasing organization is 

typically not used to handling; therefore, customers may have difficulties 

understanding ESPC contracts. An ESPC project consists of a number of individual 

sub-projects that altogether bring the final savings, but these entities are hard to 

evaluate and need new skills to manage (compared with traditional purchasing). 

Therefore, the customer must focus on cost-effectiveness of the entire project 

instead of calculating the returns of each sub-project. 

MO4. All ESCO projects have higher transaction costs; if these can be spread 

over a large number of energy saving measures that would be better and 

overall ROI target would be easier to achieve – EE, Executive. 
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Managing implementation of all of the sub-projects on behalf of the customer and 

fulfilling contract responsibilities over the service period forms a central part of the 

service promise that an ESCO sells to its customer and that justifies its share of the 

savings.  

MO5. I am particularly working on an interaction with customers trying to 

build a ESCO proposition that consists of various components (e.g., audit, 

solution design, supply, implementation, financing and maintenance), so I am 

looking at which components we have to put inside of the deal so that it would 

be beneficial for the customer - ESCO_A, Executive. 

In addition, an ESCO must manage such a wide range of services that it should 

exploit other support functions that it may have and that it can sell as part of non-

core ESCO operations. Typically, such types of services are related to services that 

must be conducted delivering energy saving equipment e.g., measurement and 

verification services that are used to monitor real savings over the service period 

and even after. 

MO6. We have also have an energy saving centre where our energy analysts 

can centrally monitor and control energy consumption for our contract 

customers - ESCO_B, Executive. 

The service provider can also outsource such services to other market actors and 

release their own resources to other more important tasks. This is especially the 

case with small ESCOs that can benefit from new industry initiatives, which can 

also help to increase the service provider’s credibility and make it possible to have 

more resources to manage relationships with its subcontractors.  

MO7. Mabanina has offered their services proactively, but there is still a 

question how it would work in practise. We have asked for help for one project, 

so they asked to send high-level data of the project. They said that it is going 

to be your project and they would provide finance, audit support, help with 

finding vendor through their channels, all procurement goes through them (as 

they are providing project financing) and some project management and 

commissioning support. As a return they will take own share of the savings; so 

if it would be 50/50 sharing with customer Mabanina would take 25% and you 

are left 25% (for energy audits, project management and your own expenses) 

of the savings - ESCO_C, Executive. 



161 

These services have their costs, and the ESCO’s share of the profit naturally 

declines. As discussed earlier, the ESCO will need partners, or at least 

subcontractors, to complete its offering, having such a wide selection of relations, 

it must manage them proactively and effectively manner. 

MO8. …ESCO also leaves the technical responsibilities to technology 

providers, which is a must, as the ESPC contract has lot of emphasis on 

warranties and responsibilities between ESCO and technology providers – 

RSB, Executive. 

As a summary the analysis of market offerings reveals different ways to interpret 

the ESCO concept, build the service offering and manage required business 

networks. The key tasks for the ESCO are to manage risks (financing and technical), 

resources (own and outsourced) and deliver its service promise. 

6.2.4 Market shaping 

The analysis 1 phase highlighted the market enablers that are needed to shape and 

accelerate growth in the market; see the fourth column in Table 6. Analysis 2 

continues to further evaluate, particularly focusing on those means that market 

actors engage in jointly (via co-evolution) to shape the emerging market. 

During the emerging market phase, the market-shaping actions primarily aim 

to ensure market growth; this can be accomplished using various methods. One 

important element is to increase market attractiveness and make sure that all 

sustainable (economic, communicative, regulatory and industry norms) 

instruments are available. 

MS1. I believe in the communicative instrument less, as economical instrument 

is more effective. It (communication) is necessary, but people tend to think it is 

not touching me. Using a success case would help to (better) spread the 

message – RSB, Executive. 

MS2. There are other more important things that they (government) can be 

doing, like restructuring demand-side management […] they have to increase 

tariffs and regulate it, even use taxes. They should use a rebate system to 

encourage people to do more energy efficiency, building rating and labelling, 

and all these things – ESCO_D, Executive. 
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It is clear that markets, such as energy saving markets, benefit from governmental 

interventions, and forming a Super-ESCO is seldom sufficient. It is useful if other 

governmental interventions also have energy saving targets and are promoted 

jointly. 

MS3. ESCO operations have a strong linkage with Smart City initiatives, as 

measurement of energy performance is essential to develop smarter solutions 

and manage energy consumption – ESCO_B, Executive. 

MS4. Building code rating requires that buildings are audited and have 

performance disclosed - basically something similar to the model that has been 

implemented in the EU by using an energy performance certificate for each 

building. This is something we have just started to look at. This could be 

another way to stimulate the retrofit market – RSB, Executive 

Although governments can help by offering alternatives or other incentives for 

financing, the ultimate goal is to have a market in which banks see ESPC as an 

attractive business opportunity for them without governmental intervention. 

MS5. Now the challenge is the financing element, the cases like with DEWA, 

are simple because they have a budget for it. Many other customers don’t have 

a budget because it is not their core business, they have not planned to invest 

in it, they are looking for us (EE) to budget the work and that is the area where 

we must get help from the government – EE, Executive. 

MS6. Banks are very interested in it (ESPC projects) and requires a bit more 

maturity to market before they can fully finance them at good rate; at the 

moment, they are treated as fairly high risk and high premium on loans for 

these projects. They must see more maturity and examples that it is working – 

EGBC, Executive. 

ESCOs can also develop their offering further by offering complementary services 

that bring more value to their customers even after the service period and, at same 

time, that deepen customer intimacy. 

MS6. When it comes to pure ESCOs, there are some of them but few at the 

moment. Many ESCOs are linked, like having FM branch, which they are using 

to enter the market – EE, Executive. 
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However, market-shaping actions are linked to overall market development; 

therefore, it is crucial that markets have enough projects to allow ESCOs to invest 

in their business development activities. 

MS7. We are now so much involved with satisfying EE and doing energy audits 

for 177 buildings in record time under very harsh conditions, and so on. That 

is taking us away from the luxury of investing time for improving and 

introducing new technologies and upgrading the level of energy efficiency – 

ESCO_D, Executive. 

MS8. It is important to have professional bodies to raise standards within 

technical capabilities, and setting bars is quite important – EGBC, Executive. 

Market shaping is seldom linked to the actions of one market actor but more often 

is a consequence of the joint effort of market actors. 

MS9. EGBC, one of the main achievements is establishing an energy efficiency 

program, which is basically a platform for all stakeholder parties involving 

energy efficiency retrofits to bridge the gap between consultants, ESCOs, 

vendors, building owners and clients – EGBC, Executive. 

Industrial forums have a purpose in complementing government efforts to increase 

market confidence and educate private side market actors to support emerging 

market development. As long as the market is not achieving significant growth, 

various service providers come and go; industrial forums (in this context, similar 

to EGBC) represent continuity, which helps to stabilize the market. 

In relation to market shaping, the market interplay analysis reveals the 

importance of the service provider developing the market through co-evolutionary 

means, as an emerging market does not provide recurring revenue and profitability 

to the majority of service providers and co-operation is required among all market 

actors (not just among service providers). Individual service providers not only 

need business development activities to promote their own offerings and networks 

but also need to influence, e.g., governmental, regulatory and financial institutions 

to achieve favourable market conditions. 

Analysis 2 confirms the role of key evolutionary factors in emerging market 

development and their influence on the nature of the interplay between market 

actors. The interplay between market actors focuses on developing market 

readiness, capabilities and competitiveness; these are targeted to ensure primarily 

market growth and secondarily, market share. The identified interplay between 
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market actors creates market forces, and the nature of these forces depends on the 

relationships and networks in which the market actor is involved. The market forces 

are further analysed to uncover market dynamics in the next analysis step.  

6.3 Empirical analysis 3 – Market dynamics 

The market dynamics are analysed using force field analysis (FFA) techniques, and 

the analysis starts with the identification of market forces to examine the market 

dynamics of the emerging market. Empirical analysis 3 is needed to identify the 

nature of market dynamics and to resolve market forces from the service provider’s 

point of view. Using the analysis findings in parallel with the original manuscript 

helped to identify more market forces than identified through the previous analyses 

(1 and 2) alone. These new forces are indicated within the analysis tables, marked 

as ‘(NEW)’. Although the empirical data are the same, the coding and grouping 

efforts during analysis 1 hid these important aspects. The following tables include 

forces that are the outcome of analysis 2 (these are marked according to the coding 

scheme introduced in chapter 6.2) and analysis 1 (no coding).  

The results of the analysis have been grouped and are presented by the market 

forces that the ESCO must manage. Because the ESCO must strengthen the driving 

forces and weaken the restraining forces, the analysis offers a useful viewpoint for 

planning its actions to contribute to its success and can help the ESCO to find a 

way to survive in the emerging market conditions.  

Each market activity group has been divided in two relationships—the first 

with customers (1/2) and the second mainly with other service providers (2/2)—

that an ESCO must develop and manage.  

The analysis used earlier introduced the 7S categories that are grouped into 2-

3 sets (within each table), first based on the ESCO’s viewpoint (customer or partner) 

and second, to identify evidence of relevant forces. The following tables contain 

only the most relevant observations based on the weighted impact of each force 

(see the full analysis data in Table 7, appendix 4). An ESCO can use also FFA as a 

tool to reflect market evolution changes and to help it find the right strategic 

direction; the FFA even provides a tangible action list for different organization 

groups. In this study, the skill category considers the key market actor’s knowledge 

of the ESCO concept, the skills to leverage market innovation to achieve success 

in the emerging energy market and the ability to influence market evolution. In this 

study, system refers to the emerging market itself - its processes, industry practises 

and the technologies used. Leadership style characterizes the key leaders’ and 
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managers’ behaviour when setting and achieving organizational goals, including 

communication style, decision-making preferences and social needs. The 

leadership style refers to how market actors alone and jointly drive market 

development activities during market evolution to achieve market maturity goals, 

including awareness, market preferences and social/economic/environmental 

targets. Staff refers mainly to the ESCO’s or its partners’ skilled resources needed 

to conduct required tasks to nurture emerging market development and the ESCO’s 

own capability to deliver its market promise. Relevant shared values relate to the 

ESCO concept and the motivations behind other relevant social aspects (e.g., 

environmental concerns) that may influence the relationship of actors with the 

market (e.g., through the business model used). Structure mostly refers to the ESCO 

industry setting and guidelines that impact the market actors’ activities. In this 

analysis, strategy refers the use of the ESCO’s allocated resources to reach the 

identified goals both for the ESCO and the emerging market.  

All of the following tables (12-19) are adopt the same structure; the left column 

presents the helping forces and right column contains the hindering forces. The 7S 

category between describes the corresponding organizational area of the force pairs. 

The 7S category also indicates the operational management segment that the ESCO 

needs to address to manage the force. 

Table 12 focuses on the forces that are related to market innovation activities 

among market actors to achieve market demand. Different market actors have 

different roles to play to ensure the success of the emerging market.  

Table 12. FFA - Market Innovation 1/2. 

Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

Government acts as an example, first 

cases used as ‘showcase’ (MI3) 

Leadership style; 

Shared values & 

motivation (V&M) 

Private sector customers do not see the 

value of the ESCO concept 

  Customers are afraid of failure; they do not 

have confidence in ESCOs 

  Customers lack understanding of the 

benefits that ESPC will bring (w/o Etihad 

ESCO) (MI1) 

  Customers are still after the lowest price 

ESCO's business model can be either 

product or service driven 

Strategy; Skills Customers do not trust or understand the 

savings that can be achieved (MI2) 
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Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

  Customers lack understanding of how to 

choose an ESCO 

  New support mechanisms are not mature 

enough (esp. for private sector) 

  ESCOs lack local capabilities and 

credentials (MI7)  

International standards and best 

practises support customer confidence 

in the market (NEW) 

System ESPC is not suitable for most of the energy 

saving cases 

  Too few projects - ESCOs are not able to 

specialize in any specific sector 

  Private sector projects almost non-existent 

  Contract overhead costs are too high for 

simple energy saving projects 

In relation to market innovation, the FFA reveals the value of the ESCO concept 

and the market innovation for the emerging energy saving market to take-off. The 

actors in this emerging market need to understand the market innovation and to 

trust that anticipated savings can be achieved. The ESCO cannot do this alone, and 

actions need to focus on customers understanding the concept and the government 

addressing the macro level (by influencing regulation and other governmental 

interventions) and possibly acting as an example to the private sector. The market 

dynamics are related to the market actors’ efforts to raise awareness of the market 

concept and how it helps customers to reach their energy saving targets. 

To demonstrate the concept, the service provider must be able to convince the 

emerging market of its interpretation of the market concept, but it may be forced to 

change this interpretation according to market consensus. 

Table 13. FFA - Market Innovation 2/2. 

Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

International experience and know-how 

helps ESCO to create confidence in 

emerging market (NEW) 

Shared V&M; 

System 

Technology suppliers are generally not 

willing to share the ESCO's financial risk 

  ESCOs wish to form partnerships but have 

difficulties finding a partner that matches 

their needs (MI4) 
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Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

  Etihad ESCO's ESPC tendering process is 

not reasonable for many new ESCOs 

Larger ESCOs are preferred partners 

for customers in an emerging market 

(MI9) 

Strategy; Skills Technology suppliers lack understanding of 

the ESPC/ESCO concept (MI5) 

Some ESCOs specialize in only 

particular technologies 

 Technology suppliers also have an interest 

in protecting their existing business 

  New service providers are not strong 

enough in all of the ESCO operations areas 

(MI8) 

  ESCOs wish to form partnerships but find it 

difficult to find a partner that matches their 

needs (MI4) 

The main outcome of Table 13 concerns the ESCO’s ability to leverage the 

possibilities provided by market innovation and to use other market actors’ 

resources to support its business intentions. The other market actors must 

understand and preferably support the ESCO’s market efforts to increase market 

acceptance and trust between market actors. 

To explore and exploit the innovation, the service provider must understand the 

strategic implications of the (innovative) market concept and how it can explore 

and exploit the concept to fulfil its own business targets and reach required market 

acceptance.  

Table 14. FFA - Market Analysis 1/2. 

Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

International experience and know-how 

helps ESCO to win customer trust 

(NEW) 

Shared V&M; 

System 

Technology suppliers are generally not 

willing to share the ESCO's financial risk 

  ESCOs want to form partnerships but have 

difficulties finding a partner that matches 

their needs (MI4) 

  Etihad ESCO's ESPC tendering process is 

not reasonable for many new ESCOs 

Larger ESCOs are preferred partners 

for the customer in emerging markets 

(MI9) 

Strategy; Skills Technology suppliers lack understanding of 

the ESPC/ESCO concept (MI5) 
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Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

Some ESCOs specialize only in certain 

technologies  

 Technology suppliers also have an interest 

in protecting their existing business 

  New service providers are not strong 

enough in all of the ESCO operational areas 

(MI8) 

  ESCOs wish to form partnerships but have 

difficulties finding a partner that matches 

their needs (MI4) 

The outcome of Table 14 is a list of means that ESCOs can use to overcome the 

risks and hurdles of the emerging market. The ESCO uses information to form its 

view of the accessible target market and anticipated market growth and to identify 

potential early adopters.  

To Acknowledge market boundaries, the service provider must understand the 

market boundaries, especially for those existing markets that the emerging market 

aims to substitute or dilute. It must also understand the potential value of a 

reachable market and the market actors that are helping the market to reach maturity.  

Table 15. FFA - Market Analysis 2/2. 

Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

Complex contract models together with 

a lack of energy efficiency 

understanding hinders market take-off 

Shared V&M; 

System; Structure 

Potential partners are not ready to share 

payment risk 

Potential partners can also be financing 

partners (other than banks) 

 Complex contract models together with a 

lack of energy efficiency understanding 

hinders market take-off 

Small ESCOs are more dependent on 

other companies’ support 

(subcontractors) than larger ones 

(MA12) 

 Lack of proven regional concepts 

  Market in Dubai is different than elsewhere 

Many technology suppliers have the 

capabilities to act as an ESCO or 

subcontractor (role may be problematic) 

(MA14) 

Strategy; Skills Smallest ESCOs need partners' key 

competences and credibility to survive 

(MA13) 

Larger ESCOs prefer subcontractors 

(no need for strategic partners) 

 ESCOs lack local expertise (MA7) 
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Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

  Market has only several good ESCOs, and 

they are concerned about the maturity of 

other players (MA8) 

  Energy saving is not primary business driver 

for most customers 

Table 15 demonstrates the importance of analysing all possible relationships that 

an ESCO can have with other market actors. The ESCO must identify key market 

drivers and capabilities for its own business planning and operations development. 

Emerging market dynamics mostly relate to business networks and the 

relationships that various ESCOs form. Market uncertainties also impact the 

number of entrances and exits of the market actors, which will stabilize as the 

market matures.  

When constructing the business model, the service provider must have a solid 

business plan not only to design its market offering but also to use for internal and 

external communication. Business plans are used as a tool to convince other market 

actors of the market concept and to demonstrate the value of the concept to attract 

more potential customers. 

Table 16. FFA - Market Offering 1/2. 

Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

Customers can use their budget or find 

external financing (used for a shared 

savings model) 

Shared V&M; 

Strategy 

EE focuses on minimizing customer risk by 

using bonds and reputable ESCOs (MO3) 

Government tries to increase 

attractiveness of energy saving (by 

impacting cost of energy, leading by 

sample and providing financial support) 

  

ESCO uses value proposition to justify 

its energy saving solutions (MO6) 

  

ESCO's value proposition is based on 

guaranteed energy savings (MO1&2) 

  

Private sector prefers simplified 

offers/processes/contracts (compare to 

Etihad ESCO model)  

System ESPC contract model too complex for many 

customer projects (NEW) 

Government drives standardization of 

the ESCO business 
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Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

Customers (and EE) prefer to bundle a 

number of energy saving retrofit areas 

or to combine multiple buildings for a 

single project to minimize impact of 

overhead costs (MO4) 

  

Table 16 emphasizes that an ESCO’s offering must reflect customer concerns but, 

at the same time, must balance its service concept with market risks (mainly 

customer and contract related). Especially in the emerging market stage, it is 

important that service providers focus on those actions that increase market trust 

because without trust, market actors tend to protect their own interests and avoid 

risk taking. 

To adapt to market conditions, the service provider must adapt its market 

offering to meet local conditions: legislation, regulation, the market situation, 

competition, customer types, financing possibilities, etc. Once the market matures, 

the service provider can better form various partnerships to better overcome some 

of the hurdles or to shape the market to better meet its own business targets. 

Table 17. FFA - Market Offering 2/2. 

Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

Smaller technology suppliers have more 

flexibility and interest in partnering than 

large suppliers, who want to avoid the 

risks that the ESPC brings 

Skills; Staff Small ESCOs in particular need to have 

capabilities to effectively create and manage 

vendor relations (MO8) 

ESCO operations bring new business 

opportunities to specific service 

providers, which helps ESCOs to 

complete the market offering (e.g., 

database management) (MO7) 

  

ESCOs would rather use partners than 

own resources for non-core areas (e.g., 

maintenance services) 

  

Larger companies (conglomerate) can 

leverage other operations (customer 

relations, financing) to support customer 

acquisition and technical 

implementation 
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The finding of Table 17 is that an ESCO’s offering must be based on its own skills 

and resources (both internal and external). Business networks and different types 

of alliances are an essential part of the ESCOs’ business and require special 

attention and knowledge to manage. Market dynamics are mostly related to the 

outsourced parts of the offering and to how well an ESCO can manage its partners. 

Each ESPC project is so different that, essentially, an ESCO must build a new 

network of subcontractors for each one. 

To leverage skills and resources, the service provider must balance between 

market expectations and business potential. The early emerging market has a small 

number of potential customers, and they have relatively high expectations of the 

service provider’s ability to deliver, but this may be based on a very different 

interpretation of the concept. 

Table 18. FFA - Market Shaping 1/2. 

Driver/ 

helping force 

7S category 

set of 

Restraining/ 

hindering force 

Partnering with all stakeholders (networking and 

influencing) is essential in emerging markets 

Shared 

V&M; 

Strategy 

ESCO's market entry criteria 

need to match market maturity 

and local conditions 

ESCO benefits from relationship with LFIs or from 

having its own financing capabilities  

  

Market actors need to increase technology suppliers' 

understanding of the ESPC/ESCO concept 

  

Government can influence market by adjusting energy 

prices and introducing new tariff schemes (MS2) 

System Customers focus on other more 

important issues (e.g., 

production) (NEW) 

Government can support market by introducing new 

financing options/schemes (MS5) 

  

Government needs to stimulate the market (e.g., by 

providing finance) or to provide other means of support 

(e.g., introduction of Super-ESCO) 

  

Government sets targets and instructions on how to 

achieve them (MS3) 

  

The outcome of Table 18 is that a good customer relationship together with 

government interventions will help to foster market growth and stabilize market 

dynamics. Because governmental entities play a central role in shaping the market, 

the ESCO’s interest is to become an influencer or advisor in these governmental 

interventions. Further, with market development, the role of financing increases, 
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and the ESCO must therefore build its own relationship with local financial 

institutes.  

To foster market growth, the emerging market benefits if there is set of market 

actors who are willing to foster the market and invest in market growth. Investing 

often means efforts towards informing potential customers rather than investing 

money, and if the concept has other social values, governments tend to take an 

interest in acting as an ambassador of the market and even to use interventions to 

reach the targets.     

Table 19. FFA - Market Shaping 2/2. 

Driver/ 

helping force 

7S category set of Restraining/ 

hindering force 

ESCO can develop joint offerings 

through alliances (MS9) 

Leadership style; 

Strategy 

Managing partnership and losing direct 

control (NEW) 

ESCO benefits from having a suitable 

LFI as a strategic partner 

  

Market actors need to achieve better 

market trust by educating, self 

regulating and collaborating (MS1) 

Skills ESCOs lack time for business development 

(MS7) 

Innovation is the means through which 

ESCOs develop the market and meet 

future market needs 

  

The ESCO must select its partners and 

subcontractors primarily to complement 

its service offering 

  

The outcome of Table 19 is that while the emerging market evolves, the ESCO must 

increasingly focus on finding better ways to leverage business innovation, market 

opportunity and available networks. By forming strategic alliances, the ESCO may 

try to share some responsibilities for business development with its partners and to 

leverage their other channels to strengthen its position in the market. 

To leverage market potential, the service provider must take an interest in 

helping market growth and take full potential of market opportunities by 

introducing complementary services to strengthen its position while the market 

evolves.  
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6.4 Empirical findings 

The purpose of this section is to discuss the findings from each of the analysis 

phases and the constructed model. The model is constructed from the empirically 

elaborated analysis framework using the key findings of the study.  

In this chapter, the outcome from the model is evaluated against the initial 

theoretical starting points of evolutionary factors, innovation and market activities. 

Finally, the analysis framework is evaluated, and its usefulness for future research 

is considered. 

6.4.1 Market evolution 

An emerging market involves many uncertainties and overly high expectations, 

which drive local entities (even governments) to seek partners from mature markets. 

Similar market concepts are widely used in other emerging and mature markets, the 

local conditions (e.g., legislation, market support mechanisms and regulation) 

make it challenging to enter into emerging markets from outside, especially within 

service businesses. Typically, a market is first dominated (or survived) by those 

companies that already have a presence in the country and experience acting in 

other national markets. Companies from other locations typically wait for the 

market to mature and for a number of projects to appear before they determine 

whether to enter the new market. It is also characteristic that a number of start-ups 

or other companies want to become market actors but find it difficult to compete 

because they lack experience and credibility. Finally, partnering with other market 

actors is challenging if there are no actual projects in hand. 

One special aspect of the energy saving market is that strong governmental 

involvement is required and that energy saving benefits must be tangible; these two 

factors are essential for early market development. The role of the government 

depends on the means available to support energy saving projects financially (either 

through tax relief or direct monetary support). Some governments may use the 

‘leading by example’ mechanism and encourage the private sector to follow; this 

works relatively well when nationals own the majority of companies or when the 

government has the power to dictate. Customers must be encouraged to start using 

new (e.g., energy saving) services, but mostly, customers must understand the 

tangible benefits that they will achieve. Typically, the value of service-based 

concepts is difficult to demonstrate or prove in advance, and with new services, 

customer decisions tend to be based on irrational (e.g., personal preferences, beliefs 
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or decision-making procedures) rather than rational factors. The service provider 

must pay special attention to these irrational aspects and be able to identify those 

pioneers who are willing to be the first customers. The slow take-up will eventually 

impact the service provider’s ability to engage in business development and further 

shape the emerging market. The strong role of the government is not completely 

positive, as intensive government intervention can come to dominate market 

development and give less room for other market actors to exercise their influence. 

6.4.2 Market layers 

The analysis of the empirical data reveals the important role played by market 

acceptance for the market innovation in the emerging stage and how hard market 

actors must work to achieve the necessary understanding of the ESCO concept 

among all market actors. Dubai’s energy saving market development was jump-

started approximately two years ago with high hopes when Etihad ESCO launched 

the first two ESPC projects and invited international ESCOs to join Dubai’s market. 

Being owned by DEWA, Etihad ESCO was able to use DEWA’s own facilities as 

the initial customer cases, whereas subsequent projects have been delayed 

primarily due to a lack of customer financing and a lack of efforts to convince local 

financial institutes to provide needed project financing. The market events captured 

by the analysis highlight the importance of conceptual marketing; this is needed to 

encourage all relevant market actors to enter the emerging market and support the 

market innovation. Since the launch of Etihad ESCO and the ESCO market in 

Dubai, the market has suffered from a lack of suitable energy retrofit projects. This 

has forced especially pure ESCOs (ESCOs whose main revenue source comes from 

the energy saving market) to re-evaluate the market situation and the timing of 

Dubai market entry. Because DEWA owns Etihad ESCO and was the first customer, 

it may not provide adequate proof of the concept, especially for private sector 

companies. The slow progress with the first ESPC projects and the limited number 

of available projects mean that ESCOs in Dubai must have other revenue streams 

to cover the start-up costs of ESCO operations. Therefore, it is typical for pure 

ESCOs to appear in the energy saving market at later stage when demand is stronger, 

and they can fully benefit from focus on that particular business. Therefore, for 

ESCOs in Dubai, the emerging market phase is mostly about surviving, marketing 

and influencing the direction of market development rather than about leveraging 

innovation based on the service provider’s strengths. 
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ESPC and outsourcing contracting have similar strengths and weaknesses: the 

customer hands over some part of its operations to focus on its core business and is 

therefore rather making a strategic than a purchasing decision. The buyer must have 

a deep understanding not only of what the object of the transaction is but also of 

what the consequences are from the entire company’s point of view and of how to 

maintain control of the contract. Similar to many outsourcing cases, the final 

decision will be made by top management, who do not necessarily have a full 

understanding of all benefits, commitments or risks that it brings, and therefore it 

may be that behaviour anomalies have a greater impact on decision making than 

has previously been believed. These behaviour anomalies were visible within the 

first ESCO cases in Dubai, when vendors were selected based on reputation rather 

than pure financial savings or through a time-consuming decision making process. 

Especially when the value of the market concept is based on taking advantage of 

opportunity costs, it requires marketing work because demonstrating customer 

value is almost impossible. With ESPC projects, the real customer value comes 

from combining several energy conservation measures under one offering; the 

energy savings can only be seen after the project have been completed and can be 

verified only over longer period of time. This requires the customer to have the 

right expectations for the results and that ESCO is fully able to keep its service 

promise. 

6.4.3 Market activities 

As a summary of the market dynamics analysis (phase 3), the key findings are 

collected in Table 20. The model of service provider activities to develop an 

emerging market, which is derived from the empirically elaborated framework, 

raises two main focus areas for the service provider in the emerging service 

business market: marketing and delivering the (market concept) promise. 

Marketing starts with promoting the business idea behind the service concept and 

the value it will bring to customers. Next, by analysing the market, the service 

provider can construct its offering to meet demand, and finally, the service provider 

must gather support from other market actors to shape the market in desired 

direction. Similarly, the service provider must find ways to explore and exploit the 

market innovation and to deliver the market promise by leveraging its available 

skills and resources to deliver solutions. When the market develops, it allows the 

service provider to extend the market with further innovation and concept 

development, either independently or in partnership with other market actors. 
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Table 20. Summary of empirical elaborated analysis framework. 

Activities Innovation Analysis Offering Shaping 

Market promise Demonstrating the 

concept 

Acknowledging 

market boundaries 

Adapting to market 

conditions 

Fostering market 

growth 

Delivering the 

promise 

Exploring and 

exploiting the 

innovation 

Constructing 

business model 

Leveraging skills 

and resources 

Leveraging market 

potential 

The model forms a more service business-focused model of the service provider’s 

activities to develop the emerging market than the initial theory-based model, as 

many of the theoretical aspects that were used did not contain an emerging market-

specific focus. In the conclusions chapter, the model’s utility and theoretical 

contributions are discussed further by answering the research questions. 

6.4.4 Completed model 

The study uses a three-stage analysis process with the analysis framework, which 

step-by-step advances understanding of emerging market development. Each of the 

analysis steps had a distinct task to investigate the phenomenon from not only 

different, but also incremental, points of view, which would have been difficult to 

otherwise do. The purpose of the first analysis step was to classify and reduce rich 

empirical data to a more easily managed format and structure. The second step 

highlighted the evolution-specific nature of the data and, at the same time, verified 

the outcome of the initial coding. The third step was needed to surface the dynamic 

nature of the emerging market by illustrating those market forces that the service 

provider needs to understand and be prepared for to operate in the market. As an 

outcome of all analysis phases, the model of the service provider’s activities to 

develop the emerging market contains derived market actives from the analysis 

framework, but the market layers have been replaced by the service provider’s 

objectives to drive its own and the market’s interest. Furthermore, the use of 

multiple market activities within the model provided the holistic view required to 

uncover the different types of interplay between all of the main market actors and 

to surface the changes of focus in the service provider’s innovation and market 

development practises, which would be otherwise difficult to demonstrate. 

The model provides a holistic initial framework that can be used in other 

similar studies; however, the research context and desired outcome need to be 

carefully considered. The model can be modified for other service business cases, 
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as well as for other cases that have a strong business innovation focus. The model 

does not contain any emerging market-specific limitations, so it is applicable to 

cases where markets are facing disruption, e.g., business transformation in the 

value chain, and where the consequences of that disruption need to be analysed. 

Such markets can be found, e.g., personal injury lawyers (Kalsaas & Bunk 2012); 

further, the use of digitalization has widely generated new markets across service 

businesses (e.g., within healthcare and finance sectors) (TEM 2015).  
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7 Conclusions and implications 

This chapter discusses the main findings of the study and their implications. This 

chapter begins with the conclusions of the study, which are reached by answering 

the research questions. Then, its theoretical and methodological contributions and 

managerial implications are discussed, followed by an evaluation of the study, its 

limitations and the researcher’s suggestions for future research.  

7.1 Conclusions 

The primary purpose of this study was to address the need to understand emerging 

markets in a service business from the service provider’s point of view and 

particularly to investigate emerging market dynamics considering the market actors’ 

joint stabilization efforts. The study advances both the theoretical and practical 

understanding of emerging market development and the required interplay between 

market actors to foster market development in the context of service business 

markets. The following main question was presented at the beginning of the study: 

How does a service provider engage in an emerging market? The main research 

question is addressed through three complementary sub-questions: (1) What are a 

service provider’s activities in the early development of a market? (2) How can a 

service provider utilize the opportunity presented by an emerging market? (3) What 

is the nature of the interplay between the service provider and other market actors 

in an emerging market?  

The first sub-question focuses on a service provider’s role and its business 

relations in the emerging market and is answered by examining market activities. 

The second sub-question focuses on the service provider’s ability to explore and 

exploit opportunities exposed by the market innovation concept; this is examined 

through the market layers of the empirical framework. The third sub-question 

concentrates on aspects of the interplay between the service provider and other 

market actors as they jointly advance the market’s evolution, and the evolutionary 

factors are examined. The research questions are answered based on a synthesis of 

the theoretical aspects and the empirical understanding obtained through the 

empirical analysis findings. The three sub-questions are addressed first and then 

the answer to main question is presented.   
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What are a service provider’s activities in the early development of a 

market? 

The first sub-question addresses the activities necessary for the service provider to 

achieve its position and build the business relationships to operate in an emerging 

market. The outcome of the model summarizes the service provider’s activities into 

two main focus areas: marketing and delivering on the promise of the emerging 

market. The marketing actions focus not only on customers but also on all other 

market actors, and especially in a service business, the entire market benefits if a 

majority of market actors support the same interpretation of the concept regardless 

of their role in the market.  

The marketing actions can be divided into following main tasks (according to 

the market activities groups, see the upper part of Table 20): proofing the concept, 

acknowledging market boundaries, adapting to market conditions and fostering 

market growth. Proofing the market concept (or the concept based on the market 

innovation) refers to all marketing activities that the service provider must perform 

alone or jointly with other market actors to achieve the required awareness and 

acceptance of the concept. It is typical for service businesses that the market 

requires a neutral party to promote the market concept because without delivering 

the actual services, it is very difficult to prove or demonstrate its value. 

Acknowledging market boundaries refers to the overlapping or adjacent markets 

that are impacted by development in the emerging market. The impact may be that 

the emerging market attempts to substitute or diminish the demand for other 

markets so that it can grow and achieve its market promise. The emerging market 

is typically marketed by comparing the benefits and drawbacks of the ‘new’ and 

‘old’ markets to convince actors of the value of (new) emerging market. Adapting 

to market conditions focuses on marketing efforts that aim to acknowledge the local 

market conditions and on how they will impact the market concept or interpretation 

of the market innovation. Legislation and governmental interventions are typically 

the type of conditions that the service provider must carefully consider and analyse 

to understand their impact on its service offering and how to market it. Fostering 

market growth refers not only to the service provider’s own marketing efforts to 

support market evolution but also to the actions performed jointly with other market 

actors. The service provider can further develop the market conditions with other 

market actors, and the nature of this co-development can vary based on the nature 

of relationship from being strategic (e.g., with its partner), which aims to increase 

the sales of both parties, to representing co-innovation with the customer, which 
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requires effort to bring both parties mutual benefits through the collaboration (Tsou 

et al. 2015).  

Delivering market promise represents the actions that are related to the studied 

market activities as identified in the model (see the lower part of Table 20). The 

actions are grouped as follows: exploring and exploiting the innovation, 

constructing the business model, leveraging skills and resources, and leveraging 

market potential. Exploring and exploiting the innovation includes the actions that 

the service provider must accomplish to become an actor in the emerging market. 

The service provider can exploit the market innovation by forming its own 

interpretation and leveraging the business concept as best suits its interest. The 

service provider also explores the possibility that it can further develop 

complements to its own service offering alone or with its partners. Constructing the 

business model refers to actions that the service provider must plan to conceptualize 

its own interpretation of the market concept and construct its service offering. The 

business model is generally a communication tool that the service provider uses 

internally and externally for operational planning. Operational planning also 

includes the means that the service provider uses to leverage its internal and 

external skills and resources so that it can serve its customer and deliver the service 

promise. Because an emerging market involves many uncertainties, the service 

provider may lower its own risks by using the skills and resources of its external 

partners; however, this will make it more dependent on them and requires specific 

resources to manage the business network. Leveraging market potential means that 

the service provider must align its market strategy while the market is evolving. In 

the early emerging market phase, a service provider may focus on fulfilling the 

needs of the main market concept and ensuring that the market begins to develop, 

whereas at a later stage, it may focus on a niche area of the market where it can 

better leverage its own strengths and achieve a favourable competitive position.  

In summary, the service provider’s activities in the emerging market include 

actions that help it to survive (while the market has low number of customer 

projects), ensure market growth and to tolerate market uncertainties. The service 

provider must have appropriate expectations concerning market potential, and it 

must manage its resources accordingly. A service provider must be able to promote 

and deliver its market promise and to serve its customers in the emerging market. 
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How can a service provider utilize the opportunity presented by an 

emerging market?  

The second sub-question addresses the means required by the service provider to 

benefit from the market (innovation) concept. Especially within the service 

business, the service provider must manage the dynamics of the emerging market. 

As market dynamics are a result of market forces contributed by each market actor, 

the service provider must first identify and quantify them and second see how and 

which part of its operations are affected. Once the forces are analysed, the service 

provider can manage them based on strategic and tactical interests. The service 

provider must balance its means to leverage the opportunity based on market 

stability and an achievable market size; in the early emerging market phase, the 

service provider is more interested in ensuring market growth and surviving than 

in achieving quick wins in slowly growing market. The service provider needs 

certain capabilities (such as the 7S used in the analysis: skills, system, leadership 

style, staff, shared values, structure and strategy) to act in an emerging market and 

utilize the opportunity created by market innovation. The service provider not only 

uses its own strengths to create a competitive advantage, but it is equally important 

to ensure that the market takes-off, as market can be later shared when it is larger. 

What is the nature of the interplay between a service provider and other 

market actors in an emerging market? 

The third sub-question addresses the nature of the interplay(s) that the service 

provider must manage during the emerging market phase. The question is answered 

based on the result from analysis 2. In ‘market interplay’, each market activity 

appears to have its own type of interplay, and other market actors may play different 

roles. The ‘market innovation’ activity emphasizes the importance of increasing 

market awareness, which leads to growing market acceptance for the market 

concept. Market awareness can be increased by each individual market actor, but it 

is more effective when the market actors promote it jointly or use the same 

marketing message regardless of their role. This requires either that the market 

concept is well standardized or that the market has a neutral body that drivers 

market standardization efforts based on common interest. The ‘market analysis’ 

activity emphasizes the importance of the interplay between market actors in 

achieving the level of knowledge that each requires to act in the emerging market. 

This knowledge can be shared so that market actors can benefit from the 
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competences of others, and they can form alliances to obtain the required level of 

knowledge. The interplay tends to focus on seeking and forming alliances and also 

on managing the relations beyond the alliances. The ‘market offering’ activity 

extends relationships to include the nature of alliances and whether a service 

provider explores or exploits other market actors to form its own market offering. 

Some relationships are exploitative, such as when a service provider needs a partner 

to fill (e.g., technology) a gap for project delivery. Other relationships may be more 

strategic, such as when a service provider is dependent on the competence of a 

certain market actor or plans to co-develop its market offering to bring long-term 

benefits to the other party. The ‘market-shaping’ activity further concentrates the 

joint efforts of parties for a common good and acknowledges that some market 

actors have particular interests that may direct market development in a certain 

direction. 

In summary, the interplay between market actors and the nature of this 

interplay changes based on market development activities and aims to achieve a 

common good (such as market awareness); it occurs, for example, when two or 

more market actors want to steer market development in a common direction or 

when they have the same market vision and it leads market co-evolution efforts. 

An emerging market that is predominantly based on service businesses needs 

interplay between market actors, whereas some product business markets may be 

created and dominated by a single market actor (as discussed in the introductory 

chapter with the example of Apple’s iPad market).  

The answer to the main research question is achieved by combining the 

answers to all of the sub-questions. The service provider builds relationships based 

on its own and market needs, which in the emerging market case are interlinked 

(intent). The service provider also needs to identify and understand the dynamic 

nature of the emerging market to be able to act in the market (tactics). The emerging 

market has its own evolutionary aspects, and the service provider must prepare and 

obtain resources (strategy). The service provider undertakes all of these market-

specific actions based on its intent, tactics and strategy when it engages in an 

emerging market. 

How does a service provider engage in an emerging market? 

The main research question is now answered based on the answers to the sub-

questions. The result of the study can be divided according to the constructed model 

of the phenomenon into the conclusion of the market promise and delivering the 
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promise. The market promise includes service provider’s actions to deliver a 

coherent interpretation of the market innovation and can be summarized in the 

following two conclusions: 

1. In an emerging service business, market acceptance is hard to achieve due to 

the nature of the market offering, as the benefits of services are harder to 

demonstrate without implementation or monitoring and analysing results. 

Further, it is very difficult to compare service offerings between multiple 

service providers, and even if international protocols exist, it would require 

industry-specific understanding from the customer. Market acceptance also 

very much depends on the success of the very first implementation project, not 

only for the service provider who delivers the project but also for all other 

service providers in the market, as they can use it as a concept reference to 

convince other customers to launch similar projects. Therefore, the market’s 

and the service providers’ interests are interlinked, and market actors are urged 

to collaborate to ensure that the market develops in the preferred direction and 

to overcome market barriers. The existing emerging market-related literature 

discusses market success factors and barriers. From the service provider point 

of view, these can be treated as drivers and challenges (Lehtimäki 2013) that 

the service provider must manage, optimally to change restricting forces into 

drivers (as also indicated in the field force analysis in analysis 3).   

2. Although all market actors are acting in favour of market development, 

reaching the growing market stage tends to be a slow process within a service 

business, especially if the market concept utilizes ‘opportunity costs’ as the 

main driver behind the market innovation. Opportunity costs include many 

time-dependent parameters that are difficult to forecast (e.g., changes in energy 

pricing), and in many cases, the real value of such services will only be seen 

years later, and even then the results are debatable between the service provider 

and the customer. As performance-based projects consist of multi-year 

contracts and the measurement cycle is typically one year, the customer (and 

the market) must wait quite a while for evidence. Given a business with such a 

long sales and delivery cycle, co-development and co-operation are essential; 

furthermore, the market must have other mechanisms to drive market 

development e.g., governmental interventions. 

By delivering the market promise, the service provider focuses on convincing a 

larger group of market actors to support the undertaken engagement in emerging 

market development either by successfully completing a complete delivery or by 
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other means (e.g., with the help of other service providers and neutral parties) to 

demonstrate the capability to deliver the market offering and the market promise. 

Therefore, delivering the market promise is more about surviving than about 

competing and will be summarized in the conclusion:   

Competition tends to have a low focus in the emerging market phase, first, 

because of a limited number of service providers and second, because of the 

knowledge intensity of service businesses. The service provider should be less 

worried about the competition (e.g., that a competitor is copying its idea) than that 

the competitors are delivering a contradictory message that confuses the market. 

Therefore, many co-competitive and co-evolutionary activities are important to 

ensure the success of emerging market development. It is typical that those service 

providers who enter an emerging market are willing to invest in market 

development and accept the risks it brings. Such service providers prefer to see the 

emerging market as strategic opportunity for their future business; often, they see 

the emerging market as a spin-off of their existing businesses instead of as a market 

where they can achieve fast wins through low competition.  

The findings of the study emphasize that market development in an emerging 

market is holistic process in which market understanding and interplay between 

market actors is essential to ensure growth. Acting alone, the market actor’s impact 

on market development is rather limited, especially within service businesses, 

where the market needs wide acceptance and collaboration between all types of 

market actors. 

7.2 Theoretical contributions 

Analysing market success factors and barriers is a typical method for studying 

market development or value creation-related phenomena as suggested by Lin and 

Lin (2006), and a majority of the earlier empirical studies have been conducted 

from that perspective. However, this study advances this approach to study how 

they impact the service providers means to foster market development in the 

dynamic emerging market phase and how co-operation between market actors 

impacts market development. 

This study contributes by including relationship building and co-evolution in 

emerging market development and by extending market-shaping theory to a service 

business setting. The service provider view also highlights the interaction processes 

between not only seller and buyer but between all relevant market actors and within 
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specific local market conditions. These aspects also have wide interest within the 

Industrial Marketing and Purchasing (IMP) group (Saren 2010). 

Theoretical contribution (1) is related to innovation’s role in emerging market 

creation. This study focused on increasing understanding of innovation’s role in 

market creation and early development in service business markets. 

Malerba (2005) has studied innovation’s role in industries and has discovered 

that, in many cases, new entrants are the vehicles that drive new technology (and 

innovation) and that often large established firm do not make the transition. This 

study has demonstrated that especially in the service business, the new entrant’s 

role is more difficult, as the success of the emerging market depends on wide 

support and acceptance of the business concept by all stakeholders, including 

established firms; thus, reaching profitability might take more time and effort than 

originally anticipated. Therefore, a new entrant needs to first convince established 

firms or other players (e.g., government) to foster the emerging market before it 

can truly build its own innovative market offering. Established firms have no 

genuine incentive to drive new market development; therefore, new entrants can be 

said to be necessary change agents in the emerging market. However, their role is 

not easy, as Malerba et al. (2007 p.389) also summarize: “We have argued that the 

ability of the new firms exploring the new technology to survive long enough to get 

that technology effectively launched depends on the existence of fringe markets 

which the old technology does not serve well…” This observation can be supported 

by the outcome of this study, as surviving is also the main concern of new entrants 

in emerging service businesses. Additionally, the nature of innovation in service 

businesses is quite different compared to technology companies, where actors can 

protect interests to some extent using patents and intellectual property rights (IPR). 

In service businesses, the business concept needs to be generally available (in order 

to achieve market acceptance), and the service provider must mainly innovate while 

building its market and service offering and while leveraging its capabilities to 

build its business networks and processes. 

Theoretical contribution (2) is related to innovation processes. This study 

extends understanding of the market innovation process as related to service 

businesses in new emerging markets and supports the findings of Kjellberg et al. 

(2015) about the role of innovation process in changing existing market structures, 

altering market behaviour and reconstructing market actors. The study focuses 

mainly on the early stage of the emerging market and changes in the innovation 

process while the market matures. In an early emerging market, market innovation 

introduces business model innovation; later through market development, the focus 
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diverges into co-innovation and structured innovation processes (see Fig. 19). The 

business model innovation aims to demonstrate the value of the service innovation, 

raise awareness of the market-specific concept of the service innovation (or the 

market concept based on the innovation) and stabilize the market. These stabilizing 

efforts are central to market innovation and include actions to prevent and/or direct 

market change (Kjellberg et al. 2015). Based on the findings, market actors are 

‘forced’ to collectively participate in business model innovation to achieve the 

required market acceptance, and the existence of a neutral/intermediating party in 

the market helps the process. Once the market starts to stabilize and mature, the 

innovation efforts divide into co-innovation and structured innovation processes. 

The co-innovation process is also linked to the embedded innovation paradigm 

(EIP), in which companies and communities can jointly ensure market 

development and create long-term, sustainable growth. The EIP consists of three 

core attributes: latent potential focus, relationship-based value and transformational 

stakeholder engagement (Simanis & Hart 2011) and especially among non-service 

provider market actors was the preferred means for market development. The 

structured innovation paradigm (SIP) is a service provider-led innovation that 

focuses on fulfilling customer needs while delivering products or services better, 

faster and cheaper. Although the investigated emerging market is barely shifting 

from the early to the maturing phase, the urgency of shifting focus to the SIP among 

service providers was realized, supporting the findings of Simanis & Hart (2011).  
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Fig. 19. Market innovation focus changes during emerging market evolution. 

Service providers benefit from and can use all innovation processes in an emerging 

market; regarding the competitive situation, they can change focus from the early 

stage of awareness to the later stage of jointly re-innovating the market concept; by 

using innovation processes selectively, they can the find company’s own niche 

areas of the market. 

Theoretical contribution (3) is related to market evolution. The study advances 

understanding of early market evolution mechanisms in service businesses and how 

service providers can impact achieving market sustainable market growth.  

According to Malerba (2005), the innovation processes require interplay 

between market actors to ensure innovativeness; further market development must 

be interdisciplinary and requires the integration of economics, history, sociology, 

technology, management and organization. All of these aspects were considered in 

the present study, and the study found that market trust is the main reason for the 

success of emerging market development. Additionally, interplay in the service 

business is required: market trust must be achieved jointly, co-development is 

necessary for market growth and forming alliances shapes the market. The 

importance of other (not just buyers and sellers) market actors’ roles is equally 

important, especially when the market involves external financing or performance-



189 

based elements. Service providers need to manage market dynamics (and 

uncertainties), which requires the identification of market forces. When forces are 

identified, the provider can plan its actions strategically and tactically. These 

aspects are further considered in the next chapter. 

7.3 Managerial implications 

The research used empirical data to analyse the development of the ESCO concept 

as a market catalyst in Dubai by following two first ESPC projects. As an ESCO’s 

market offering can be defined to contain various products and services and a wide 

range of actors, e.g., manufacturers, construction and facility management 

companies, consultants, regulators and customers of all size, this study focuses only 

on ESCO companies and their customers. ESCO companies are mainly service 

business companies, and all of the above listed actors are interlinked with their 

operations. By using the empirical findings, for example, the research helps 

managers to view (other) market development holistically but still focus on those 

market aspects that are relevant to the service provider and to analyse market 

dynamics from the operations management point of view. 

Much of the available ESCO research focuses on market barriers and success 

factors that imply market development and anticipate the service provider’s 

challenges when entering this (emerging) market. However, barriers in particular 

tend to be rather abstract and too static for a service provider to plan its actions to 

overcome these hurdles. This study provides a model that can be used to analyse 

and build a tangible action plan by using market forces to manage emerging market 

dynamics. The model helps managers to guide their company through the 

challenges of emerging markets and to identify key areas of operations where the 

company can better leverage opportunities and diminish the impact of market 

barriers. The methods used can also help managers to form realistic expectations 

of market development and customer expectations in emerging markets. 

By integrating key business partners behind the service provider’s 

interpretation of the market concept, the service provider can also better influence 

other market actors to support this interpretation. Forming alliances and various 

other types of business relationships is essential to achieve the required consensus 

on the market concept and awareness of the market innovation to attract new 

customers and other market actors. Considering the limited resources typically 

available for an emerging market, the managers and service provider should focus 

more on the key resources to co-develop the market offering and on managing the 
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various relationships that lead to market development instead of doing everything 

‘in-house’. The integration of different competences and skills is essential for many 

service business markets, and by leveraging their knowledge of other companies, 

the service provider can reach the required local market competence level more 

easily, while at the same time, it requires extra effort to manage the business 

networks and related dependences.  

While the emerging market develops the role of innovation changes, managers 

need to balance the business development process of their firm between co-

innovation and structured innovation. The primary focus needs to be adjusted based 

on the nature of the market offering (product vs. customer tailored solutions) and 

market demand. 

Furthermore, instead of using static business plans and processes, managers 

must be responsive to market changes and use suitable innovation processes to 

further improve the company’s position in the emerging, and later in the growing, 

market. Managers need to consider using business networks not only to 

complement their own offering but also to co-develop market best practises with 

key market actors. Especially within energy saving markets, governments play a 

specific role that imposes certain regulatory limitations on service providers but 

that also offers supportive mechanisms, e.g., tax benefits or subventions.  

For many local markets, the government or governmental entities typically 

assume multiple roles such as promoting social responsibility by educating and 

promoting sustainable practises, conducting regulatory interventions to correct 

market imperfections and acting as a customer with the goal of saving natural 

resources by using alternative eco-friendly practises. Additionally, the government 

has communicative responsibility and should focus on transparency and equal 

treatment, both of which are essential for emerging markets to lower market 

uncertainties. When the government assumes the role of fostering the emerging 

market, it should use its own experience and learning to benefit the entire market 

and use rigorous practises to increase the transparency of its own role. 

For customers, emerging markets primarily mean a new alternative way to 

purchase products and services. To economically justify the new value proposition, 

managers need to evaluate the benefits and consequences considering the entire 

organization. The more sophisticated the offering is, the more critical it is to 

understand its impact on the customer’s own processes and the new commitments 

(from both sides) that the customer’s organization must adapt.  
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7.4 Evaluation of the study 

Generally, any scientific research must have three methodical elements for a case 

study: (1) the theory must guide research decisions, (2) the research design must be 

systematic and pre-planned, and (3) there must be evaluation criteria that can 

adequately prove criticisms of subjectivity (Johnston et al. 1999). Thus, the 

evaluation should be performed on the basis of its objectives, philosophical grounds 

and methodology (Eriksson & Kovalainen 2008). The objective of this study is to 

generate new knowledge and understanding about emerging markets in the service 

business and about the service provider’s role in market development by adopting 

critical realism and qualitative research methods. Therefore, the evaluation of the 

study in this chapter undertakes the proposed critical realism standpoints. 

One key criterion to evaluate this study is trustworthiness (Lincoln & Guba 

1985). This study uses Guba’s (1981) four criteria of trustworthiness to evaluate 

the qualitative research process: (1) credibility, (2) transferability, (2) dependability 

and (4) confirmability (see also Cresswell 2013). Credibility concerns data 

gathering techniques to ensure the investigator’s credibility is intact, whereas 

transferability ensures that the findings are transferrable between the researcher and 

the aspects being studied; furthermore, both dependability and confirmability are 

established through research process auditing (Guba 1985; Flint et al. 2002; 

Cresswell 2013).  

This study uses specific validation strategies to increase its credibility 

including rigorous selection of data collection and data analysis methods, data 

triangulation, and prolonged engagement with the research participants and 

transparency of the research process as in the research process description (Lincoln 

& Guba 1985). By using the four validation procedures, the study follows 

Creswell’s (2013) multiple validation strategy and complies with his suggestion to 

use at least two procedures (out of his eight); these have been selected according to 

their applicability to this study. 

Rigorous selection of data collection and analysis methods takes advantage of 

carefully selected, defined and applied methods for data collection and analysis. 

The present case study uses multiple sources of data and holistic description 

through an iterative research process to overcome the single case study weaknesses 

(Easton 2010) and to increase transparency of the research procedures (Dubois & 

Gadde 2002). The study uses different qualitative methods for data collection, such 

as a longitudinal case study (emerging market), conceptual framing (service 

provider viewpoint), interviews (market actors), data generation (coding, grouping 
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and summarizing) and analysis procedures (phase approach) to create deep insight 

into interviewees’ experience and allow contextualization of the complex 

phenomenon under study (Guba & Lincoln 1994). The interviewees were carefully 

selected based on their market position (including representatives of all main 

market actors), first-hand knowledge (active participation in the projects) and 

experience to provide detailed and relevant information (seniority) for the study. 

Also, the (ESPC) projects used were selected because they represent the very first 

emerging market commercial transactions to ensure validity and reliability of the 

empirical evidence. Being the first such projects in Dubai, the projects create a 

market benchmark, and the results will impact the entire market’s development in 

the future. The collected empirical data that is relevant to the context is analysed 

using case study methods to avoid contemporary phenomena, which tend to blur 

boundaries between context and phenomena (Yin 2003).  

The interview protocol was structured based on a conceptual pre-understanding 

of the topic and all relevant theoretical elements were covered. The questions were 

semi-structured, grouped according to the relevancy of topic and open ended. The 

grouping allowed the same question structure to be used for all of the interviewees 

but also allowed the flexibility to change the weight of certain groups based on the 

relevancy to the informant. At the beginning of each interview session, it was 

emphasized that main purpose of the interview was to gather the informant’s own 

experience and perception of the emerging market’s development, primarily based 

on his or her experiences of the first ESPC projects in Dubai. The order of interview 

questions was also altered to provide flexibility and to reflect the personal interest 

of the subject for the interviewee, but the original order was reviewed to capture 

relevant questions and the desired validity of the inquiry. The researcher adopted 

an active listener role to allow the natural flow of information, did not try to 

influence the answers, and used clarifications carefully to capture greater detail for 

the most meaningful topics. To increase credibility, some of the information 

gathered in earlier interview session was used (without revealing or suggesting the 

source) to obtain confirmation from other interviewees, and if contrary information 

was received from a second interviewee, clarification was requested from the first 

one (this occurred only once) 

Data triangulation utilized multiple and different data sources to obtain 

information and provided corroborating evidence (Cresswell 2013). Credibility 

was established using prolonged engagement techniques and the triangulation of 

data sources (Lincoln & Guba 1985; Creswell 2013). This process involves the 

confirmation of evidence from different sources to provide a holistic perspective 
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and validity of the findings. The study involves a wide range of informants 

(including international ESCO industry experts) to ensure in-depth understanding 

of the phenomena, and by triangulating the different viewpoints and experiences, it 

constructed a picture of reality (Creswell 2013). In addition, supporting data were 

gathered from secondary sources such as documents and seminar presentations to 

provide background information.  

Prolonged engagement refers to the researcher investing sufficient time with 

the interviewees to understand the phenomena and its context and to build trust 

during the interview sessions (Lincoln & Guba 1985). The researcher met most of 

the informants before the interview rounds at various industry events in Dubai, 

which significantly helped the process of obtaining the interviews and strengthened 

the trust between parties during the interviews. However, the researcher maintained 

a clear role to avoid overly close involvement and to ensure professional judgement 

of the topic (Lincoln & Guba 1985).  

Transparency refers to the research process used, which is a central means to 

achieve credibility for qualitative work because it enables the reader to evaluate the 

appropriateness of the research and the findings (Lincoln & Guba 1985). This study 

uses an abductive approach that requires the researcher to demonstrate openness 

and transparency towards the research process and concerning research ethics 

(Dubois & Gadde 2002). To enhance transparency, this study included a detailed 

description of the research process (chapter 4.1), data collection (chapter 4.4) and 

analysis (chapter 6). In addition, the findings of each analysis phase are presented 

as well as the logic used to summarize and code the analysed data. The pragmatism 

and transparency of the research and analysis process is described in Fig. 16, which 

gathers all central elements of the theoretical framework to construct the analysis 

framework, empirical data collection and mapping for the analysis. Analysis phases 

(1-3) confirm and complete the structure of the model.  

Transferability means that the findings from one study in one context can be 

generalized to other contexts (Lincoln & Guba 1985; Flint et al. 2002). This study 

mainly attempts to ensure analytical generalization, which is achieved by 

connecting the empirical findings to the existing theories (Yin 2003). This study 

also provides sufficient details of the phenomenon under study and the context in 

which the study was undertaken to facilitate the transfer of findings to other similar 

contexts (Lincoln & Guba 1985). The phenomenon of emerging market 

development in service businesses and its evaluation from a service provider’s 

point of view has been elaborated in detail and an analysis framework has been 

constructed. Because the analysis framework does not contain any case-specific 
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features, it is designed to be transferrable and used in other similar contexts. The 

research methods that were used also follow generic academic research principles 

and are therefore transferrable. The case study design can be applicable or reusable, 

but the readers are left to evaluate whether the prevailing context is sufficiently 

similar to determine the extent of the transferability of the findings. To enhance 

analytical generalization, the empirical findings are thoroughly argued and 

discussed in connection with the existing theories in chapters 0 and 7.2. 

Dependability refers to the time and place uniqueness of the findings, that is, 

the stability and consistency of the explanations (Lincoln & Guba 1985). Although 

the researcher is always somewhat subjective because he identifies, classifies, 

evaluates and reports findings based on his own interpretation, no clear differences 

(based on the market actor’s position) could have been identified between interview 

findings. The dependability of the study was established by providing an in-depth 

methodological description of the research process (chapter 4). 

Confirmability refers to the extent to which the results can be confirmed or 

corroborated by others (Lincoln & Guba 1985). The researcher must be clear of 

biases concerning his/her own background, beliefs and assumptions and must be 

able to demonstrate objectively that the findings emerge from the data and not from 

the researcher’s assumptions (Cresswell 2013).  

7.5 Reflections, limitations and future research suggestions 

The findings of this study provide grounds for theory on the development of 

emerging markets in general and for market development beyond emerging markets 

in the context of energy saving. More research into different empirical settings is 

needed to test and evaluate these findings. 

Additionally, this study recognizes the importance of market innovation to 

emerging market development but does not consider the innovator’s role in 

development; therefore, this consideration should be studied in the future. In 

particular, technological alignment describes a partnership where each partner 

possesses a unique expertise that expands the range of competences and that can be 

leveraged to enhance service production-related activities (Tsou et al. 2015). Thus, 

expertise is vital to define technological alignment because it contributes to co-

innovation. Accordingly, partners with expertise will be more likely to collaborate 

(Lusch et al. 2007). Because the service business is knowledge intensive, the 

knowledge management (KM) aspects (e.g., Lehtimäki 2013) of emerging market 

development should be examined in future research. 
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This study limits the research to the service provider view; particularly in an 

emerging market with a strong governmental influencer, study of the Super-ESCO 

role remains limited (Limaye & Limaye 2011). This study emphasizes the Super-

ESCO’s targets and motivation, but the rationale behind its structure (how it acts 

and promotes the market) remain largely undiscovered. 

More mature energy saving markets should be studied to understand how a 

service provider’s challenges differ from those experienced in the emerging market 

stage. This study assumes that when the market boundaries are stable, a customer’s 

abilities to compare service providers’ offers becomes easier, and growing market 

trust creates more business opportunities. Concerning leveraging opportunity costs 

as a business driver of service businesses, this study raised non-rational reasons 

that play a significant role in vendor selection or in the decision to purchase at all 

in the emerging market phase. However, the actual significance of these reasons 

and how a service provider can respond to these concerns remains unknown. 

Several energy saving business studies raise the relationship between energy 

efficiency and economic efficiency, which is based on introducing new services or 

alternative investments to reach particular savings in the future (Gillingham & 

Palmer 2013; Jaffe et al. 2004). However, these studies do not focus on the reasons 

for uncertainty in the decision making process. 

Because the interplay between market actors was discovered to have a 

significant role in driving market development, this study emphasizes the 

importance of the literature addressing service-dominant (S-D) logic, which 

proposes that the customer becomes a co-creator of value (Patyne et al. 2006). 

Although S-D logic focuses on only the customer-supplier relationship, S-D logic 

provides interesting insight into these interactions for future research. S-D logic 

helps to understand a customer’s perceived value of co-production and co-creation 

in emerging technology-intensive business services (Komulainen 2010; Lusch & 

Vargo 2006).  
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Appendices   

Appendix 1 List of empirical material gathered 

Table 1. Preliminary interviews (Total 3 h 54 min) 

Entity Position Date Duration 

Emirates National Oil Company (ENOC) Executive 6.11.2012 58 min 

Dubai Supreme Council of Energy (DSCE) Executive 27.11.2012 65 min 

Dubai Electricity and Water Authority (DEWA) Executive 26.11.2012 32 min 

Emirates Green Building Council (EGBC) Executive 16.12.2012 79 min 

Table 2. Data Set 3 - Interviews (Total 13 h 51 min) 

Entity Position Date Duration 

Etihad Energy Services Co (EE) Executive 8.1.2015 93 min 49 s 

Dubai Supreme Council of Energy (DSCE) Executive 11&12.1.2015 66 min 38 s 

Emirates Green Building Council (EGBC) Executive 12.1.2015 57 min 48 s 

Regulatory and Supervisory Bureau (RSB) Executive 15.1.2015 89 min 46 s 

ESCO_A Executive 25.1.2015 65 min 29 s 

ESCO_B Executive 27.1.2015 91 min 36 s 

ESCO_C Executive 3.2.2015 99 min 32 s 

ESCO_D Executive 3.2.2015 93 min 33 s 

Etihad Energy Services Co (EE) Account 

Manager 

15.2.2015 64 min 57 s 

Dubai Electricity and Water Authority (DEWA) Customer 19.3.2015 50 min 16 s 

International advisor Executive 23.4.2015 57 min 

Table 3. Data Set 2 - JV ESCO Meetings (Total 61 h) 

Date  Duration Main topics 

26.5.2013 1 Introductory meeting 

30.5.2013 2 Concept planning 

19.6.2013 1.5 ESCO concept proposal 

22.7.2013 1.5 Planning of target markets and potential partners 

11.9.2013 1 Market data discussion 

1.10.2013 1.5 Review meeting 

10.10.2013 1 Discussion of other market development (esp. USA) 

17.11.2013 1.5 Financial discussion (budget for initial years) 

21.11.2013 2 IESCO_A presentation preparation 

25-26.11.2013 12 Meetings with IESCO_A 

3.12.2013 1 Debriefing meeting 

10.12.2013 1.5 JV ESCO organization implementation and pilot projects 
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17.12.2013 1.5 Pilot project meeting 

2.1.2014 1 New partner search planning 

7.1.2014 1.5 Potential partner contacting and pilot project planning 

19.1.2014 1 Partner update meeting 

22.1.2014 1 Financing case for consideration 

28.1.2014 1.5 Pilot project discussion 

9.2.2014 1 

Discussion about first Etihad ESCO case (request for EOI received) and 

update about partner discussion 

13.2.2014 1.5 Conf call with IESCO_C 

16.2.2014 1 Partner planning discussion (2 partners under discussion) 

23.2.2014 1 One potential partner declined, discussions continue with IESCO_C 

3.3.2014 1.5 Case financing under discussion 

10.3.2014 1.5 MOU discussion 

1.4.2014 1 MOU preparation discussion 

3.4.2014 2 Conf call with IESCO_C 

28.4.2014 1.5 Discussion about proposal received from IESCO_C 

6.5.2014 1.5 Conf call with IESCO_C 

8.5.2014 1 Progress meeting 

15.4.2013 1.5 Meeting about management agreement for JV ESCO 

26.5.2014 2 MOU and business plan planning 

4.5.2014 1 MOU signed (not with IESCO_C) 

6.7.2014 1 IESCO_C withdraws, JV ESCO decides to talk with IESCO_A again 

12.8.2014 1 Business Plan work put on hold because of partnering problems 

25.8.2014 1 Planning to meet IESCO_A 

25.9.2014 2 Meeting with IESCO_A, IESCO_A not willing to proceed yet 

9.11.2014 1 Preparation to meet IESCO_B 

12.2.2015 1 Update meeting 

Total 61  
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Table 4. Data Set 1 (secondary data sources) - Energy savings market events 

Date Organizer Main topics Type of data 

24.9.2013 EGBC & Middle East 

Facilities Management 

Association (MEFMA)  

Energy Reduction, Reuse and 

Renewable Energy in Existing Built 

Environments 

Presentation material 

and notes 

3.10.2013 Etihad ESCO meeting Establishing ESCO company in Dubai Notes and emails 

30.10.2013 EGBC Focus Day UAE on Financing Energy Efficiency 

Projects 

Notes 

12.12.2013 EGBC  Annual General Meeting Presentation material 

and notes 

22.1.2014 EGBC & DSCE event as 

part of WFES 

Demand-Side Management 2030 (will 

reduce demand for electricity by 30% 

and demand for water by 40% by 

2030) 

Notes and press release 

2.2.2014 Etihad ESCO & RSB The official launch of the ESCO 

framework for Dubai 

Presentation material 

and notes 

28.5.2014 EGBC Focus Day Challenges and Opportunities to 

Green Existing Buildings 

Notes 

11.9.2014 Mabanina introduction Fostering private sector ESCO cases Notes 

26.5.2015 EGBC & Dubai Chamber 

of Commerce 

Energy Efficiency: Making Existing 

Buildings More Efficient, review of 

Dubai ESPC cases 

Presentation material 

and notes 
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Appendix 2 List of interview questions 

Table 5. List of empirical questions 

 

 

Topic group 

     Question 

0 Background information 

   What are your position and your main responsibilities currently? 

   What kind of achievements or assignments have you had within the energy saving area (within a 

year)? 

    

1 Governmental Interventions 

   What kind of initiatives or practical measures has the Dubai government implemented for energy 

saving? 

 1 Ways to drive energy saving in Dubai 

   What else should the government do to improve the situation? 

 2 Ways to foster ESCO 

   Can you give examples of how Etihad ESCO has had an impact on your work/helped to achieve 

Dubai's energy saving targets? 

   What kind of practical results has Etihad ESCO been able to achieve? 

 3 Success / Problems to date 

   What are the main benefits brought by Etihad ESCO to your business/the energy saving business? 

   What could Etihad ESCO do more/better to improve energy saving? 

 4 Governmental motivations 

   Who are the main beneficiaries of the energy saving business and how do they gain from it? 

    

2 ESCO service provider 

   What is your relationship to the ESCO business/do you work for an ESCO? 

 1 Market situation (competition) 

   What are the top ESCOs in Dubai and how would you classify them? 

   How would you describe the competitive situation among ESCOs in Dubai? 

 2 Market situation (customers) 

   Can you tell me about EPC cases you have been involved in/are aware from the past year? 

   How many of those EPC cases have started and how many are delayed or cancelled and why? 

 3 Perception of business offering/value proposition 

   What is the customer perception of offered EPC cases? 

   What are, in your mind, the main reasons for difficulties selling/buying ESCO services/why? 
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 4 Collaboration between stakeholders (gov. bodies/subcontractors/competitors) 

   How would you describe the collaboration/relationship between governmental bodies and private 

ESCOs? 

   How would you describe the collaboration/relationship between other energy sector players (e.g., 

technology providers, FM companies and consultants) and private ESCOs? 

    

3 ESCO Customers 

 1 1st Etihad ESCO's EPC (DEWA) cases 

   Were you involved with first two Etihad ESCO cases (DEWA HQ and Jebel Ali facilities)? If yes, 

what was your role? 

 2 Perception of tendering success 

   Can you describe your success/the general success of the tendering phase? 

 3 Perception of awarding of the cases 

   Were you awarded/was the awarding decision easy to make? 

   Why you think that you were awarded or not/what were main difficulties in awarding the contract? 

 4 Perception of delivering and achieving targets 

   What is your confidence level about successful competition of the EPC cases and why? 

 5 Business relationship after delivery (new business opportunities/O&M/M&V) 

   If these two EPC projects are successfully delivered or not, how would it impact your company's 

plans for execution/generally impact planned EPC projects? 

 6 Views of other customers and ongoing projects 

   Are you aware of other (than Etihad ESCO) EPC cases in Dubai, and if you are, what would be your 

role? 

 7 Different economic sectors/industries 

   What are main economic sectors on the private side that have been/will be interested in EPC? 

    

4 Financial environment 

   Do you have any experience in collecting external financing for energy saving projects? 

 1 Perception of available financing options for ESCO 

   Can you give some examples of sources for arranging financing for energy saving projects? 

 2 Problems finding/raising financing 

   What kind of problems have you experienced while finding/raising money for such a project? 

 3 Governmental support (e.g., Etihad ESCO) 

   How do you see government support in raising finance for energy saving projects? 
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5 Technical environment 

   Do you see any technical or business reasons why ESCO operations might fail? 

 1 Energy pricing 

   What is your view of energy pricing’s impact on energy saving/ESCO operations? 

 2 Economic viability 

   How important is energy saving for corporations/governments? 

   Do you think they have enough motivation to implement energy saving measures? 

 3 Awareness 

   What would be best way to increase energy saving awareness? 

 4 Partners 

   How do you feel that other energy players (outside of the ESCO domain) are contributing to energy 

saving? 

   What kind of examples can you give about such activities or about their partnerships with ESCOs? 
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Appendix 3 Empirical data mapping (Analysis 1) 

Table 6. Empirical data mapping with the analysis framework 

  Market innovation Market analysis Market offering Market shaping 

/development 

C
u
st

o
m

e
rs

 

Customers lack an 

understanding of the 

benefits of ESPC (w/o 

EE) 

Customers lack an 

understanding of how 

to choose an ESCO 

Private sector 

customers do not see 

the value  

Customers are still 

after the lowest price 

Customers are afraid 

of failure, do not have 

confidence in ESCOs 

Government acts as 

an example, first 

cases are "showcase" 

Customers have no 

trust and 

understanding of what 

can be achieved 

Contracts: 

1) terms and process 

are not reasonable 

2) ESPC is not 

suitable for most 

cases 

3) overhead costs are 

too high for simple 

cases 

- Market is 

government driven 

(via EE) 

- Mandates from the 

top down 

- Having targets for 

electricity and water 

savings 

- Targeting the largest 

consumers first and 

ensuring the adequate 

size of projects 

- Market not mature 

and large enough to 

attract international 

ESCOs 

- Customers lack 

understanding of the 

market 

- Customers are likely 

to favour non-ESPC 

types of contracts, 

especially in the 

private sector, to 

avoid overhead and 

complexity 

- Focus on 

minimizing own risk 

by using bonds and 

reputable ESCOs 

- Budgeting or 

finding external 

financing (shared 

savings model) 

- Bundling and 

combining 

buildings/projects to 

overcome overhead 

costs (EE target) 

- ROI target (EE 

target over 5 years) 

for ECMs 

Government: 

- increase 

attractiveness of 

energy saving (by 

impacting cost of 

energy, leading by 

example and 

providing financing) 

- introducing building 

rating systems 

(which should 

impact the value and 

attractiveness of the 

building) 

- standardization 

Technical 

environment: 

- energy pricing / 

new tariffing 

schemes 

- new financing 

options 

- governmental 

targets and how to 

achieve them 

- linkage to other 

strategic goals 

(e.g., Smart City 

initiatives) 

Raising 

ESPC/ESCO 

awareness for: 

- Banks and other 

LFIs 

- Insurance 

companies 

- Technology 

providers 
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  Market innovation Market analysis Market offering Market shaping 

/development 

S
e

rv
ic

e
 P

ro
vi

d
e

r 
Positioning as product 

vs. service driven 

New government 

support mechanisms 

are not mature (esp. 

for private sector) 

ESCOs lack risk 

taking/management 

capabilities 

NEW SPs struggle to 

decide how to respond 

to competition (new 

and different types of 

competitors) 

SPs struggle with 

positioning - 

collaboration 

compared with 

competition is 

problematic 

ESCOs lack 

capabilities and 

credentials (locally) 

Projects: 

- private sector almost 

non-existent 

- too few projects - 

unable to select any 

specific sector 

 (Not enough) 

qualified ESCOs 

based on 

1) Product based 

companies 

2) "Independent" 

ESCOs 

3) WISHCO 

4) International 

ESCOs 

(Not enough) projects 

for 

1) Specialized ESCOs 

(complex/simplex/tech

nology based/etc.) 

2) ESPC / non-ESPC 

3) Public/private 

Selection criteria: 

1) Not based on price 

but credibility/maturity 

2) Risk averse 

3) Desired expertise 

and experience 

- Build based on 

ESCO’s capabilities, 

resources and 

strengths 

- Customer 

segments 

- Value proposition 

of 

1) solutions 

2) savings and 

verification 

3) bundling selection 

of ECMs 

4) simplifying 

offer/processes/cont

racts (compared with 

EE model)  

Market entry: 

- criteria of market 

maturity and local 

conditions 

- selection of own 

segment/technolog

y/business model 

Partnering: 

- with all 

stakeholders 

(networking and 

influencing) 

Financing: 

- relation with LFIs 

or have own 

capabilities for 

financing 

Government: 

- Stimulate market 

(e.g., providing 

finance) or have 

other support (e.g., 

EE) 

- Develop 

standards/guideline

s to increase quality 

and competence 
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  Market innovation Market analysis Market offering Market shaping 

/development 

O
rg

a
n
iz

a
tio

n
 

Customer/EE: 

- tendering process 

not reasonable 

- projects and sites 

lack needed 

information/data 

ESCO: 

- not strong in all 

ESCO operational 

areas 

- some players only 

specialize in certain 

technologies  

- difficulties in forming 

alliances 

- choosing to remain a 

technology provider or 

to become an ESCO 

- lack of quality effort 

in answering tenders 

Customers: 

- lack understanding 

regarding the 

ESPC/ESCO 

business 

- see too much risk 

(no previous 

experience) 

- lack of price vs. 

savings 

understanding 

- energy saving really 

not a primary driver 

- lack of proven 

examples 

ESCOs: 

- small ESCOs must 

rely on other 

companies’ support 

(subcontractors) 

- lack of local 

expertise 

- only several good 

ESCOs, and they are 

worried about the 

maturity of other 

players 

- lack of specialization 

(because of too few 

projects) 

Other: 

- market different than 

elsewhere 

- contract complexity 

and maturity of EE 

- Larger companies 

(conglomerates) can 

leverage other 

operations 

(customer relations, 

financing) to support 

customer acquisition 

and technical 

capabilities for 

implementation 

- smaller companies 

must have 

capabilities to 

purchase and 

manage this 

relationship 

- Business 

development 

- Innovation 

- Achieve better 

market trust with 

education, self-

regulation and 

collaboration 
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  Market innovation Market analysis Market offering Market shaping 

/development 
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ESCO: 

- wish to form 

partnerships but 

difficult to find match 

- larger ESCOs have 

preferred partners 

- partnering compared 

with sub-contracting 

Suppliers: 

- generally not willing 

to take financial risks 

- lack understanding 

regarding 

ESPC/ESCO 

- interest is to protect 

own business 

- Smallest ESCOs 

need help with 

partners’ key 

competences and 

credibility 

- Larger ESCOs 

prefer subcontractors 

(no need for strategic 

partners) 

- Technology 

providers can act as 

ESCOs or 

subcontractors (role 

may be problematic) 

Potential partners:  

1) are not ready to 

take payment risk 

2) interested in 

protecting their 

current business 

3) can also be 

financing partners 

(other than banks) 

Partners: 

- small have more 

flexibility and interest 

than large players 

because they want 

to avoid the risks 

that ESPC brings 

- ESCO operations 

bring new business 

opportunities to 

specific service 

providers that help 

ESCOs to complete 

the offering (e.g., 

database 

management) 

- new financing 

partner opportunity 

(non-LFI) 

ESCOs: 

- use partners rather 

than own resources 

in non-core areas 

(e.g., maintenance) 

- larger ESCOs 

prefer trusted 

partners (preferred)  

Collaboration: 

- partner selection 

- selection of 

partners and 

subcontractors 

- developing joint 

offerings 

- finding suitable 

LFIs 

- sharing the work, 

e.g., maintenance 
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Appendix 4 Force Field Analysis (Analysis 3) 

Table 7. Force Field Analysis (with full data) 

Market innovation (1/2) Force Field Analysis 

Force 7S category Driver/ 

helping 

force 

Restraining/ 

hindering 

force 

Impact of 

the force 

ESCOs lack risk taking/management 

capabilities 

Leadership 

style 

 X Medium 

Service Providers struggle to position 

themselves in the market: collaboration 

compared with competition is problematic 

Leadership 

style 

 X Low 

Government acts as an example, first 

cases used as a ‘showcase’ (MI3) 

Leadership 

style 

X  High 

Customers afraid of failure, they do not 

have confidence in ESCOs 

Shared V&M  X Medium 

Customers lack understanding regarding 

the benefits that ESPC will bring (w/o 

Etihad ESCO) (MI1) 

Shared V&M  X Medium 

Private sector customers do not see the 

value of the ESCO concept 

Shared V&M  X High 

Customers are still after the lowest price Shared V&M  X Medium 

Customers do not have trust in and 

understanding of what savings can be 

achieved (MI2) 

Skills  X High 

Customers lack understanding of how to 

choose an ESCO 

Skills  X Medium 

ESCO's business model can be either 

product or service driven 

Strategy X  Low 

Traditional service providers struggle to 

decide how to respond to competition 

(because of new and different types of 

competitors) 

Strategy  X Medium 

New support mechanisms are not mature 

enough (esp. for private sector) 

Structure  X Medium 

Contract overhead costs are too high for 

simple energy saving projects 

System  X Medium 

ESCOs lack local capabilities and 

credentials (MI7)  

System  X Medium 
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Contract terms and processes are not 

reasonable for small ESCOs (e.g., 

because of required bonds)  

System  X Low 

ESPC is not suitable for most energy 

saving cases 

System  X High 

Private sector projects are almost non-

existent 

System  X High 

Too few projects - ESCOs are unable to 

specialize in any specific sector 

System  X High 

     

Market innovation (2/2) Force Field Analysis 

Force 7S category Driver/ 

helping 

force 

Restraining/ 

hindering 

force 

Impact of 

the force 

ESCOs wish to form partnerships but 

have difficulties in finding matching 

partners for their needs (MI4) 

Shared V&M  X Low 

Technology Suppliers are generally not 

willing to share ESCO's financial risk 

Shared V&M  X Medium 

Projects and sites lacking needed 

information/data for performance 

contracting 

Skills  X Low 

New service providers are not strong 

enough in all of the ESCO’s operations 

areas (MI8) 

Skills  X Medium 

ESCOs do not make quality efforts to 

answer tenders 

Skills  X Low 

Technology suppliers lack understanding 

of the ESPC/ESCO concept (MI5) 

Skills  X Medium 

Some ESCOs specialized in certain 

technologies only 

Strategy X  Low 

Difficulties in forming alliances between 

service providers 

Strategy  X Low 

Technology suppliers struggle with the 

decision of whether to become an ESCO  

Strategy X  Low 

Larger ESCOs are preferred partners for 

the customer in an emerging market (MI9) 

Strategy X  Low 

ESCO alliances; choosing between 

partnering and sub-contracting is difficult 

Strategy X  Low 

Technology suppliers also have an 

interest in protecting their existing 

business 

Strategy  X Medium 
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Etihad ESCO's ESPC tendering process 

is not reasonable for many new ESCOs 

System  X Medium 

     
Market analysis (1/2) Force Field Analysis 

Force 7S category Driver/ 

helping 

force 

Restraining/ 

hindering 

force 

Impact of 

the force 

Governmental energy saving mandates 

come from top down 

Leadership 

style 

X  Medium 

Governmental units have targets for both 

electricity and water savings 

Leadership 

style 

X  Medium 

EE is targeting the largest gov. consumers 

first to ensure availability of a decent size 

of ESPC projects 

Leadership 

style 

X  Medium 

Customers lack ESPC understanding 

(MA11) 

Shared V&M  X High 

Customers lack understanding of how to 

evaluate the benefits (not just costs 

compared with savings) 

Shared V&M  X High 

Customers see too much risk because 

they do not have any previous experience 

of performance contracting 

Shared V&M  X Medium 

For many larger companies, ESCO 

operations are merely a new branch of 

existing business 

Strategy X  Low 

ESCO selection criteria; risk averse Strategy  X Medium 

ESCO selection criteria; desired expertise 

and experience 

Strategy X  Medium 

(Not enough) projects for ESCOs that 

have specialized for a niche market 

Structure  X Medium 

Emerging market splits between ESPC / 

non-ESPC projects (MA4) 

Structure X  Low 

Market is splitting between public and 

private projects because the requirements 

are different 

Structure  X Low 

Market is government-driven (because of 

EE) (MA1&2) 

System X  High 

Market is not mature and large enough to 

attract international ESCOs (MA3) 

System  X High 

Customers are likely to favour non-ESPC 

contracts, especially in the private sector, 

to avoid overhead and complexity 

System  X Medium 
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Market does not have enough qualified 

ESCOs 

System  X Medium 

Market lacks qualified ‘independent’ 

ESCOs 

System  X Medium 

Market has too many WISHCOs System  X Low 

Market lacks international ESCOs System  X Medium 

Vendor selection criteria is based not on 

price but on credibility/maturity (MA5) 

Structure X  Low 

     

Market analysis (2/2) Force Field Analysis 

Force 7S category Driver/ 

helping 

force 

Restraining/ 

hindering 

force 

Impact of 

the force 

Potential partners are not ready to share 

payment risk 

Shared V&M  X Medium 

Potential partners can also be financing 

partners (other than banks) 

Shared V&M X  Medium 

ESCOs lack local expertise (MA7) Skills  X High 

Market only has several good ESCOs, 

and they are worried about the maturity of 

other players (MA8) 

Skills  X Medium 

Energy saving is not a primary business 

driver for most customers 

Strategy  X Medium 

Smallest ESCOs need partners' key 

competences and credibility to survive 

(MA13) 

Strategy  X Low 

Larger ESCOs prefer subcontractors (no 

need for strategic partners) 

Strategy X  Low 

Many technology suppliers have capability 

to act as an ESCO or subcontractor (role 

may be problematic) (MA14) 

Strategy X  Low 

Potential partners have interest in 

protecting their current business 

Strategy  X Low 

Small ESCOs are more dependent on 

other companies’ support (subcontractors) 

than larger ESCOs (MA12) 

Structure X  Medium 

Market in Dubai is different than 

elsewhere 

Structure  X Medium 

Lack of proven regional concepts System  X High 

ESCOs lack possibilities for specialization 

(because too few projects are available) 

System  X Low 
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Complex contract models and a lack of 

energy efficiency understanding hinders 

market take-off 

System  X Medium 

     

Market offering (1/2) Force Field Analysis 

Force 7S category Driver/ 

helping 

force 

Restraining/ 

hindering 

force 

Impact of 

the force 

EE focuses on minimizing customer risk 

by using bonds and reputable ESCOs 

(MO3) 

Shared V&M  X Medium 

ESCO's value proposition is based on 

guaranteed energy savings (MO1&2) 

Shared V&M X  Medium 

Customers can use their own budget or 

find external financing (used for the 

shared savings model) 

Strategy X  High 

Customers (and EE) prefer to bundle 

many energy saving retrofit areas or to 

combine multiple buildings into a single 

project to minimize the impact of overhead 

costs (MO4) 

Strategy X  Medium 

Government attempts to increase the 

attractiveness of energy saving (by 

impacting cost of energy, leading by 

example and providing financial support) 

Strategy X  High 

Government plans to introduce an energy 

rating system for existing buildings (which 

should also impact the value and 

attractiveness of the building) 

Strategy X  Medium 

An ESCO should build its offering based 

on its capabilities, resources and 

strengths (not the other way around) 

Strategy X  Medium 

An ESCO must tailor its offering based on 

a preferred customer segment 

Strategy X  Low 

An ESCO uses a value proposition to 

justify its energy saving solutions (MO6) 

Strategy X  Medium 

EE has set ROI target of 5 years for the 

entire ESPC project (therefore, the ROI of 

individual ECM can be higher) 

System X  Medium 

Government drives the standardization of 

ESCO business 

System X  Medium 
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An ESCO constructs attractive value 

propositions by combining a number of 

individual ECMs 

System X  Medium 

Private sector prefers simplified 

offers/processes/contracts (compared with 

the Etihad ESCO model)  

System X  High 

     

Market offering (2/2) Force Field Analysis 

Force 7S category Driver/ 

helping 

force 

Restraining/ 

hindering 

force 

Impact of 

the force 

Small ESCOs in particular must have the 

capabilities to effectively create and 

manage vendor relations (MO8) 

Skills  X High 

Smaller technology suppliers have more 

flexibility and interest in partnering than 

large suppliers who want to avoid the risks 

brought by ESPC  

Skills X  Medium 

ESCO operations bring new business 

opportunities to specific service providers 

that help ESCOs to complete the market 

offering (e.g., database management) 

(MO7) 

Skills X  Medium 

An ESCO offers new opportunities and 

new types of financing partners (non-LFI) 

Skills X  Medium 

An ESCO uses partners rather than own 

resources for non-core areas (e.g., 

maintenance services) 

Skills X  Medium 

Larger ESCOs prefer to use trusted 

partners 

Skills X  Low 

Larger companies (conglomerate) can 

leverage other operations (customer 

relations, financing) to support customer 

acquisition and technical implementation 

Staff X  Medium 

     

Market shaping (1/2) Force Field Analysis 

Force 7S category Driver/ 

helping 

force 

Restraining/ 

hindering 

force 

Impact of 

the force 
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Market actors must raise banks' and other 

LFIs' awareness of the ESPC/ESCO 

concept 

Shared V&M X  Medium 

Market actors must raise insurance 

companies' awareness of the 

ESPC/ESCO concept 

Shared V&M X  Low 

Market actors must increase technology 

suppliers' understanding of the 

ESPC/ESCO concept 

Shared V&M X  Medium 

ESCO's market entry criteria must match 

market maturity and local conditions 

Strategy  X Medium 

ESCO's selection of own 

segment/technology/business model for 

market entry must be planned according 

to market maturity 

Strategy X  Medium 

Partnering with all stakeholders 

(networking and influencing) is essential 

Strategy X  High 

ESCO benefits by relationship with LFIs or 

having own capabilities for financing 

Strategy X  Medium 

Energy pricing and introduction of new 

tariff schemes (MS2) 

System X  High 

Introduction of new financing 

options/schemes (MS5) 

System X  Medium 

Government sets targets and instructions 

on how to achieve them (MS3) 

System X  High 

Government must link energy savings with 

other strategic goals (e.g., Smart City 

initiatives) 

System X  Medium 

Government must stimulate the market 

(e.g., providing finance) or provide other 

means of support (e.g., introduction of 

Super-ESCO) 

System X  High 

Government must develop 

standards/guidelines to increase the 

quality and competence of market actors 

System X  Medium 

     

     

Market shaping (2/2) Force Field Analysis 

Force 7S category Driver/ 

helping 

force 

Restraining/ 

hindering 

force 

Impact of 

the force 
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Developing joint offerings through 

alliances (MS9) 

Leadership 

style 

X  Medium 

Innovate to meet future needs Skills X  Medium 

Market actors must achieve better market 

trust by education, self-regulation and 

collaboration (MS1) 

Skills X  High 

ESCO must collaborate and develop 

relations through strategic partner 

selection 

Skills X  Medium 

ESCO must select its partners and 

subcontractors primarily to complement 

the service offering 

Skills X  Medium 

ESCO can use outsourcing for part of the 

service offering, e.g., maintenance 

Skills X  Medium 

ESCOs lack time for business 

development (MS7) 

Staff  X Low 

ESCO benefits by having a suitable LFI as 

a strategic partner 

Strategy X  Medium 
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Appendix 5 List of Accredited ESCOs in Dubai 

Table 8. Accredited ESCOs (source RSB Dubai 9.11.2015) 

ESCO Name Accreditation Type Date registered 

Bahri & Mazroei Technical Systems Co. (LLC) Provisional September 02, 2016 

Trane Provisional 14 June 2015 

Pactive Sustainable Solutions Provisional 14 June 2015 

Proliance Energy Solutions LLC Provisional 14 June 2015 

Honeywell International ME Ltd (Dubai Branch) Full January 28, 2015 

Philips Electronics Provisional January 28, 2015 

Al Futtaim Technologies Full January 28, 2015 

Emrill Energy Services Provisional November 16, 2014 

Green Technologies Provisional September 25, 2014 

Al Arsh Facilities Management Provisional May 26 2014 – Renewed 

until June 2016 

Johnson Controls Air Conditioning & Refrigeration Inc. 

(Dubai Branch) 

Full May 15, 2014 

Energy Management Services Emirates LLC Full May 04, 2014 

MAF Dalkia Middle East LLC Full April 01, 2017 
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