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EXECUTIVE SUMMARY 
 
This essay looks at the problem with the increasing water shortages in three different 
economic markets. This is done through the perspective of the sustainable water managing 
company EcoNova, who specializes in innovative water recycling technology for use in the 
residential development, commercial, marine, sports, tourism, mining and defence industries. 
Three countries were selected on a basis developed through the empirical findings, resulting 
in Brazil, China and Spain, where EcoNova’s systems could be successful. The empirical 
findings defined a number of criteria necessary for a successful market entry; these are 
demand and needs, financial capability, growth, competition, and psychic distance. 
   
A PESTEL analysis was employed to retain accurate information regarding the above 
mentioned criteria. Based on this information, an entry model was formulated with a 
conclusion that Spain should be entered first, followed by Brazil and lastly China. 
 
Here follows highlights from each country’s market potentials. 
 
Spanish water and wastewater rules are adjusted to the EU standards, which should simplify 
any expansion within the EU. It is not as hard for a foreign company in Spain to establish 
their presence in regards to legislative and cultural issues. Products must be certified to meet 
EU environmental standards, which is the only significant barrier to foreign investment in 
Spain. The need for specialized technology equipment for water management is an advantage 
for EcoNova. 
 
Brazil is the largest economy in South America and gives an access to other nations that are 
members of the free-trade agreement Mercosur. There is a non-official “buy Brazilian” 
policy, which means that having a partnership with a domestic company is important for 
foreign companies in the wastewater market. The demand for wastewater equipment is high. 
There are two solutions available to the income disproportion; simplifying the product to 
lower the price, or introducing the product to the Brazilian Social Action and Sanitation 
Program, who provides economic resources to wastewater projects. 
 
China has a huge market where water supply pricing policies promote wastewater 
reclamation. The Chinese government is launching extensive environmental protection 
projects and encourage foreign investors to seek opportunities. There is also an expanding 
market for smaller water and wastewater facilities in rural areas. Recycled water can be used 
even in areas that are connected to a municipal sewage. Legislation requires certain areas to 
construct water reuse system and there is a demand for small, decentralized systems. Close 
relationships are vital. 
 
The Uppsala model, the network approach, and the rational approach have been used to define 
and compare EcoNova’s internationalization process. It became clear that no 
internationalization model really fits to EcoNova’s needs, as focus is on other factors. The 
findings of this research are that a water managing company base its internationalization on 
firstly the market needs and financial situation, secondly growth opportunities, thirdly the 
market competition, and finally the psychic distance. These factors have to be matched to the 
company’s resources, objectives and orientation, so that the perception is aligned with the 
reality and subsequently achieve a successful market entry. 
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1 INTRODUCTION 
 

We have chosen this area of research, since we consider the world’s water 
scarcity problems as highly important. Since this is an international problem 
this relates well to the internationalization of companies working to find 
sustainable solutions to this issue. 
 
In cooperation with the Queensland based company EcoNova, this research 
aims to identify countries that are struggling with these issues and where 
EcoNova could help to improve the water situation, while having the 
potential to grow. The purpose is also to identify how suitable three of the 
most well known internationalization models are for this type of company, in 
this particular industry. 
 
The chapter starts with the problem background, which looks at the current 
water situation around the world. This is followed by a specific problem 
definition and research question. The chapter ends with definitions/glossary 
and a disposition over the dissertation’s structure. 

 

1.1 Background to the Research Problem 
Many countries across the world are facing water shortages and as the population continues to 
increase water is being perceived as a very valuable resource. A report commissioned by 
Johns Hopkins University of Hygiene and Public Health argues that by 2025 more than a third 
of the world's population could suffer shortages of fresh water for drinking and irrigation 
(Couzine 1998). At the present time three billion people live without water for the most basic 
sanitation. A report compiled by 23 UN agencies predicts that even in the best circumstances, 
two billion people in 48 countries will suffer water shortages by the middle of this century 
(Alexander 2003). Global water shortages affect people directly and indirectly. For instance 
more than a dozen countries receive most of their water from rivers that cross borders of 
neighbouring countries considered as hostile. A prime cause for the global water concern is 
the increasing world population (Shuster 2003).  
As the population of the earth grow, industrial,  Figure 1 – World competing water uses 
agricultural and individual water  
demands escalate to the point that water supply can  
not keep pace with demand.  

  
However, population growth cannot alone account 
for the increasing water shortage and demand. 
Greater water usage is associated with rising 
standards of living and the unsustainable levels of 
irrigated agriculture. The water quality is also 
deteriorating due to industrial farming and rising 
over-extraction (Arizona Water Resource 1999).  
Agriculture accounts for 70 % of all water usage 
globally up to 95 % in several developing countries 
(see Figure 1). It has been estimated that 14 % more 
freshwater will need to be withdrawn for 
agricultural purposes over the next 30 years (UN-
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water 2006). According to the WWF, a combination of climate change and inadequate 
resource management is steadily leading to water shortages in even the most developed 
countries. The WWF is encouraging wealthy countries to initiate an increased international 
cooperation over water issues, since water shortage has become a global problem (Foulkes 
2006). The fact is that during this decade world water consumption has increased more than 
twice as fast as the population growth, this means that a sustainable, effective and fair 
management of the scarce water resources is a key challenge. Water scarcity presents a large 
concern in the driest places on earth, which are populated by more than 2 billion people and 
half of the world’s population that are living in poverty. Most of countries in Asia Minor and 
North Africa suffer of severe drought, as well as countries such as Mexico, Pakistan, South 
Africa, and large portions of Kina and India (FAO 2007).  
 
Water scarcity is also connected to the global warming issue and scientists expect more 
storms as the Earth’s average temperature rises, which is not expected to diffuse water 
tensions. At the contrary Canada, the most water rich-country in the world is expected to get 
wetter, while Africa, India and other dry regions included the south-western United States are 
expected to get dryer. Concerns have been raised that the world could be moving into an era 
of bulk exports and water transfer, ignoring the fact that some of the poorest regions in the 
world could successfully deal with water shortages if they simply had modern sanitation 
(Henry 2007).        
 
New trends are developed and practiced in the area of water resource use and water saving. 
The practices vary from country to country depending on several factors, such as the 
countries’ degree of water scarcity and economic situations. Thus the development of non-
conventional water resources is of crucial importance, as the natural resources become 
scarcer. The development of non-conventional water resources has been regarded as a viable 
and credible solution since the early 90’s. Rainfall, rivers, and groundwater are considered 
conventional freshwater resources; non-conventional resources include seawater desalination, 
agriculture wastewater usage, and municipal waste reuse. Particularly the reuse of treated 
waste water is interesting since, as more sanitation coverage is provided, the potential for 
reuse of treated wastewater increases. It has further been estimated that domestic wastewater 
can reach up to 80 % of domestic use if efficiently collected by countries fully covered with 
sewage facilities (Abu-Zeid 1998). 
 
There are major differences in the field of water supply and sanitation between different 
countries, depending on their stage of development. For instance, in developed countries most 
residents have access to piped water supply and various sanitation systems, such as 
wastewater treatment facilities. In developing and emerging countries, the population is either 
connected to a water supply network through house connections or has to rely on standpipes 
and public or domestic wells. However, they usually have no acceptable sanitation system in 
place and domestic or industrial wastewaters are released untreated into the environment 
(Bahri 2001). In these cases decentralisation of water and wastewater management may 
provide a sustainable solution. Decentralised water and wastewater systems can collect and 
treat the water and wastewater locally using appropriate technologies. Local recycling and 
reuse has the potential to reduce total water withdrawal, which means that smaller amounts of 
wastewater flows will be generated and more easily controlled, furthermore less energy usage 
with less sludge production would also be achieved (Bahri 2001).  
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A profit oriented company looking to target this area of the market is thus forced to take into 
account the aspects related to internationalization. These aspects are central to the theories of 
internationalization, which help to provide an explanation and guidance to choices made by 
companies aspiring for international growth. The existing theories can not when looking at 
them individually help to explain or predict the strategy that a company should develop in 
order to successfully internationalize. However they do agree on that the internationalization 
process of a company is based on the behaviour of different actors in the company, and thus 
also provides a foundation on where to seek out a model that actually combine the main 
points of the theories, and that ultimately provides a useful model for the company (Whitelock 
2002).   
 

1.2 Problem Definition 
The world’s water scarcity problem can partially be solved with the right technology. 
Decentralized water and waste water systems have been proven to be an effective tool to 
tackle these problems. Since this is a highly international market it is important for a newly 
started company with the right technology and competitive solutions to find the right 
strategies, and the most suitable countries to target in order to successfully cater for these 
needs.  
 

1.3 Research Question 
 
What kind of strategic model should a sustainable water managing producing company use in 
order to internationalize? 
 

1.4 Purpose 
The purpose of this study is to develop an internationalization model for a sustainable water 
managing producing company and to explain the reasons behind the chosen strategies. This 
model will then be compared to the established internationalization models, to see how they 
agree and differ. The study should also decide which countries that would be best for 
EcoNova to enter first and to provide the company with extensive, relevant facts regarding the 
selected markets. 
 

1.4.1 Delimitation 
Being situated on the Australian east coast we fount it important that our company of interest 
was positioned fairly close to us, enabling us to make convenient visits. The choice of using 
only one company as a case study was based on the study’s purpose to develop an 
internationalization model for one single company. Moreover, the decision to look at no more 
than three markets was to further delimit our study and thus avoid that our study became too 
broad. We have further focused on only one of EcoNova’s products and chosen the product 
that EcoNova’s managing director wanted us to look at. 
 
Since we were limited time wise when conducting this study, it was not possible to in the 
theory look at the situation in all countries that suffer from water shortages, to come to a 
conclusion of which markets that would be the absolute best for EcoNova to enter. The 
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conclusion on what countries to enter is therefore based on articles and journals, as well as on 
a wish to spread the company’s businesses between rather diverse markets, so as to spread the 
risk. The study would probably have turned out more accurate if time would have been given 
to investigate all markets in more depth. More detailed information could also have been 
gathered if we would have had the ability and the budget to go to each country and visit the 
wastewater departments, etcetera, as there were problems receiving answers from them since 
they are not providing services for students. 

1.5 Definitions and Glossary 
We will in this part define words that are returning throughout the text and that we found to 
be important to describe. 
 
Access to safe water: The number of people who have the means of getting an adequate 
amount of clean water, expressed as a percentage of the total population. In urban areas this 
means that there is a public fountain or water valve located within 200 metres of the 
household, and in rural areas that members of the household do not have to spend excessive 
time each day fetching water. Moreover water is safe or unsafe depending on the amount of 
bacteria in it. An adequate amount of water that is enough to satisfy metabolic, hygienic, and 
domestic requirements, is about 25-50 litres per person per day (Global education 2007). 
   
Access to sanitation: The number of people with adequate body waste disposal facilities that 
effectively prevent human, animal, and insect contact with body waste. Suitable facilities 
range from simple but protected pit latrines, to flush toilets with sewerage (Global education 
2007). 
 
Aquifier: A layer of sand or porous rock that holds water lying between layers of non-porous 
rock (Global education 2007). 
 
Black water: Waste water generated by toilets, kitchen sinks, and dishwashers (Centerline 
Designs Inc. 2007). 
 
Domestic wastewater: Waste and wastewater from humans or household operations that is 
discharged to, or otherwise enters, a treatment works (The Pennsylvania Code 2007). 
 
Grey water: Wastewater produced from baths and showers, clothes washers, and lavatories: 
sometimes used for irrigation (Centerline Designs Inc. 2007). 
 
Industrial wastewater: Wastewater generated in a commercial or industrial process (The 
Pennsylvania Code 2007). 
 
Internationalization: The increasing geographical dispersion of economic activities across 
national borders (Pearson Education 2002). 
 
Municipality: A city, town, borough, county, township or an authority created by any State 
(The Pennsylvania Code 2007). 
 
Small to medium enterprise: Businesses and other organizations that are somewhere 
between the "small office-home office" (SOHO) size and the larger enterprise. The European 
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Union has defined an SME as a legally independent company with no more than 500 
employees (EMRC 2007).  
 
Sustainable: A resource or system that meets present needs without compromising those of 
future generations. Example: a continuously maintained forest where mature trees are 
harvested and new trees are replanted to filter pollutants and provide continued resources and 
products for future generations (Centerline Designs Inc. 2007). 
 
Water stress: When annual water supplies drop below 1,700 cubic metres per person (Global 
education 2007). 
 
Water scarcity: When annual water supplies drop below 1,000 cubic metres per person 
(Global education 2007). 
 

1.6 Disposition 
The whole essay has been written with the problem background, problem statement, and 
purpose in mind. The objectives worked as a foundation in the search for appropriate theory 
and empirical data. Finally, the essential theory and empirical findings were compared 
through analysis to ultimately tie everything together with the research problem, resulting in a 
conclusion.  
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2 METHOD 
 

In this chapter we are going to declare our course of action and collection 
process of information. First, the chosen method is explained and after that 
the alternative method that has been excluded. Thereafter comes the choice of 
literature followed by the method of data gathering. The chapter comes to an 
end with the essay’s validity and reliability. 

 

2.1 Methodical approach  
This thesis is both descriptive asking what, when, where and how (Zikmund 2006) and of 
explorative nature with a deductive and case study oriented research approach. We feel that a 
deductive approach is most appropriate for this study, as it goes from the established 
internationalization models to then continue with the development of a suitable theory that 
links to the empirical data in a meaningful and appropriate way to set a good foundation for 
the analysis (Riley et al. 2002; Saunders et al. 2003). 
 

2.2 The qualitative method 
Qualitative methods often emphasize closeness as an important element for the study’s 
purpose, to attain such a realistic picture of the object as possible. The purpose of the essay 
was to obtain a profound insight in what internationalization strategies that would be best for 
a company devoting itself to sustainable development, if it was to go international. For this 
reason a qualitative method is considered to be best for our research (Jacobsen, 2002). 
 

2.3 Alternative - The quantitative method 
The contrast to the qualitative method is the quantitative, which demands a multitude 
examination and should be used if you want to obtain a general insight. As the purpose of the 
study was to go deeper within a specific company, to gather as much information within and 
outside the company in order to develop an internationalization strategy, we do not consider 
this method as being adequate for our interests. This is something that a quantitative data 
collection cannot give us, as is it based on questionnaires with given answering alternatives 
(Jacobsen, 2002). It was therefore a natural choice to choose the qualitative method instead of 
the quantitative, to be able to come up with new ideas and conclusions (Wisker, 2001). 
 

2.4 Case study 
When using a qualitative method with in-depth interviews, a case study is the best research 
strategy to use (Vaus de 2001). Yin (2003) claims that a multiple-case study is preferred in 
many scenarios, since the analytic conclusions from more than one case study will be more 
powerful than from one single case study, which also brings the possibility of direct 
reproduction. However, a single case study has been chosen to address the research question. 
 
The case study is primarily used to investigate many variables on a low number of entities 
including the surrounding context. The case study is ideal for our research, where we are 
looking for a deeper understanding with many unknown variables to begin with. Yin (1989) 
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argues that the case study, contrary to other research strategies, deals both with the 
phenomenon and the context of the phenomenon. 
 

2.5 Method for theoretical references frame 
A deductive approach was chosen since we used theory as a starting point and then compared 
it to empirical findings. The empirical findings are derived from research at Econova, which 
in turn are general statements about reality. These statements where then examined with the 
help of the empirical findings in order to get a reflection of the reality. The reason for the case 
approach was to gain an in-depth understanding into the investigated issue (Hartman, 2004).  
 
A focus on information gathering through secondary data about internationalization methods 
and market information was made, to increase the level of knowledge and understanding of 
the collected primary data. A second alternative could have been to follow the inductive 
approach, which has its starting point in empirical findings compared to theory (Jacobsen, 
2002), however we wanted to use an open approach in order to be more open to the empirical 
findings, and to not let the empirical findings limit our theoretical research.  
 

2.5.1 Literature 
Theory was compiled with the help of academic literature from the university libraries of the 
University of Halmstad and the University of the Sunshine Coast, as well as printed material 
from EcoNova. Further secondary data uses are articles that have been taken from 
international databases such as ABI/Inform, EBSCO, Business source premier and LIBRIS, 
business articles on the Internet, as well as yearly-published association documents. 
 

2.5.2 Criticisms of the literature 
Since this topic is a pressing issue, the demand for updated literature regarding the water 
scarcity problems and solutions is great. There is a lot of information available regarding the 
issue, but more specific information about for example laws and regulations, and surrounding 
costs, are hard to find. Reports attempting to describe the current situation are often a couple 
of years old, which is remarkable considering the severity of the issue. It is furthermore 
difficult to find any in depth statistics regarding each country. 
 
We are aware of the fact that there may exist some kind of bias regarding the water scarcity 
problem, since it is a highly politicised question. However, we think we have been able to 
avoid this by keeping our attention towards recognized organizations and academic journals. 
 

2.6 Method for gathering of empirical data 
Due to our purpose we chose to only look at one company and considered open interview 
questions would be the most appropriate in relation to our method and to receive the best 
information. Information has also been gathered through direct inquiries to the national 
institution Europe Direct. 
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2.6.1 Selection of company  
Due to our topic of sustainable water usage, EcoNova was the perfect company for our 
research study. The company is Australia’s leading provider of sustainable water solutions for 
entire communities, new developments, home owners, the marine and mining industries. 
EcoNova is the first company in the world to be certified for above ground irrigation without 
further disinfection (EcoNova 2006). EcoNova is a small newly founded company looking to 
internationalize within the market of decentralised water-recycling systems, thus making them 
the perfect research candidate and the reason why we chose EcoNova. Furthermore, because 
of the complexity and technical issues involved in the study we needed a closely situated 
research object in order to facilitate the process and to ensure that the information was correct, 
also the uniqueness of EcoNova made them the best suited company for our research question 
in our proximity.     
 
2.6.1.1 The contact process 
The contact process with EcoNova started with an inquiry to the company’s General Manager 
Christian Uhrig, if they were willing to participate in our study about sustainable water 
systems. Uhrig wrote back and said that he was interested, but since they were very busy he 
wanted to make an appointment with us to find out exactly what the study wanted from him 
and the company before he made a decision. The meeting went well and Uhrig agreed to let 
the company be the study’s research object. A requirement however was that he wanted the 
study to examine a number of issues, for the study to be worthwhile for Uhrig and the 
company, which of course to some extent may have affected the outcome of the study. 
 

2.6.2 Gathering of empirical data - Interviews 
The research is based on primary data gathered through a set of meetings with EcoNova’s 
General Manager, in order to create a deeper and more in-depth understanding of the 
company’s unique water systems. The interviews where carried out only with Uhrig, for the 
reason that he is the one with the greatest knowledge about all areas within the company at the 
Chancellor Park office. Since water systems is a rather complex subject, Uhrig wanted to have 
personal meetings with us to make sure that we had sufficient information about the company 
and its products, as well as giving us opportunities to ask any questions that had emerged 
during the research. Therefore open interview guides were compiled to each session, in order 
to make sure that the focus was kept on the study’s topic, but also allowing Uhrig to speak 
freely about the subjects that he found to be of importance for our study (Jacobsen 2002). 
Lundahl and Skärvard (1992) supports this method by arguing that qualitative interviews 
should be outlined as open interviews, since the questions are of information seeking nature.  
 
In order to obtain all the information correctly that was given to us each session, all sessions 
were taped and further transcribed, which increases the reliability of the empirical data. 
 
2.6.2.1 Criticism of the gathering process of primary data 
Since the only person we had contact with at EcoNova was Uhrig, the study might have left 
out on information that either Uhrig forgot to mention or information that he purposely 
neglected to mention or we failed to ask for.   
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2.7 Method for analysis 
The empirical findings are derived from the interviews and meetings at EcoNova, and 
presented under respective topics, in order to give the reader a more comprehensive 
understanding and to facilitate the analysis. The foundation for the analysis was the empirical 
findings, which then where added by the theory in order to develop a model that is as reliable 
as possible.   
 

2.7.1 Validity 
According to Gunnarsson (2002), validity means that the authors measure what is relevant to 
the context; that the research is valid. Validity consists of internal and external validity. The 
internal validity is if we are measuring something that we actually think we are measuring, 
while the external validity is something that shows to what degree you can generalize the 
issue (Jacobsen 2002; Merriam 1994). One has to be aware of the internal validity that other 
factors than those that the researchers had in mind could generate changes in the study (Vaus 
de 2001). However, according to Jacobsen (2002) the qualitative approach has a high internal 
validity. This study does not cover the external validity, as qualitative and case study 
approaches do not strive after high external validity. This type of study lack external validity, 
since case studies do not give frequency or measure of the researched phenomena and can 
therefore not be generalised (Vaus de 2001). 
 
We find that the essential factors for the study have been measured, which means that we 
have succeeded with measuring what we initially intended to assess. We have not strove to 
achieve any high external validity within this study, as the aim with the study was not to 
generalise any findings. 
 
Since the study was based on a set of personal meetings with only one company, there was no 
loss of respondents, which increases this studies validity. The respondent was finally 
strategically chosen, as EcoNova offer leading products within water recycling, which also 
increases the validity (Jacobsen 2002). 
  

2.7.2 Reliability 
According to Yin (2003) reliability is to show that if somebody else was to repeat the same 
study with the same procedures, their conclusions would be the same. It is important to clarify 
that this refers only to the exact same case and not only a replication of the original case. In 
reality though, a case is many times unique and therefore impossible for someone to replicate.  
 
Yin (1989) furthermore states that the goal of reliability is to minimize errors and bias in a 
study. Merriam (1994) has however a somewhat different approach to reliability. Since 
perceptions differ between individuals, there are no static points of reference that can be used 
when repeated, which is the traditional sense of measuring reliability. Lincoln and Guba 
(1985, cited in Merriam 1994) argue that the measurement of reliability is not useful in case 
studies, and claim that ‘degree of dependency’ and ‘coherence’ are more useful terms, where 
instead of striving for the same results one should strive for the results to have meaning, that 
they are consistent and dependant. 
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Reliability can be influenced if the researcher has a preconceived opinion about the issue at 
hand. It follows that this will influence the data processing and how it is interpreted (Yin 
2003). Jacobsen (2002) further discusses that researchers can find some difficulties with 
achieving high reliability, as the interview object might be affected by certain influences from 
both the interviewer and from the context of the interview, which possibly can have an impact 
on the outcome of the study. We where aware of this fact and took this into consideration 
during the course of writing. Important to note is however that the data gathered were mainly 
about EcoNova’s products and not personal opinions, which this discussion does not concern.  
 
According to Yin (2003) certain insecurity is always present since some assumptions have to 
be made, which makes it very difficult to present an exact representation of reality. 
Gunnarsson (2002) further argues that one need to know that the measuring instruments are 
reliable and trustworthy, which many times can be difficult when dealing with both human 
and technical instruments in a qualitative study. The researchers have to be able to guarantee 
that the studied objects have been measured in a correct way so that the results are not just 
coincidence of particular circumstances at that time. By recording the interviews with 
Christian Uhrig and letting him proofread the gathered data, we made certain that the 
collected empirical data was correct, which increases the reliability of the study.  
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3 THEORY 
 

In the following chapter we look at the three most well-known 
internationalization models, and provide an explanation of the key aspects. 
The chapter ends with information about the realities of doing business 
overseas. 

 

3.1 Internationalization 
In today’s society the question of if one are to internationalize has become erased to the 
advantage of when one should internationalize (McDougall et al. 1996). Internationalization 
can give a company substantial advantages in marketing, production and know-how. By 
becoming less dependent on a specific market a company can act with bigger confidence and 
plan for longer periods of time by balancing the markets against each other. If one market 
declines, the company can take resources from another to empower this development 
(Andersson et al. 1996). However, solely the internationalization process can contribute to a 
company’s development. Recent research has shown that there in many cases can be the 
internationalization process that makes companies more effective according to the simpler 
method1 (NUTEK 2006). In the end it is of course the possibility to earn more money and 
obtain bigger market shares that works as the main incentive for internationalization 
(Hollensen 2001). After the decision to go international the company management and the 
entire organisation has to be prepared and have a clear strategy of what their 
internationalization strategy will look like.  
 
The following parts outline the most globally well-known internationalization models. These 
models will lay as a foundation when establishing an internationalization model for EcoNova. 

3.1.1 The Uppsala Internationalization Model 
Johanson and Vahlne presented in 1977 a theoretical model based upon a study of Swedish 
manufacturing companies in the late 1970’s. The study resulted in an internationalization 
model called The Uppsala Internationalization Model, since the model was developed at the 
University of Uppsala. The model argues that one decision or event exerts an influence on the 
upcoming decisions and events (Johanson & Vahlne 1977).  
 
According to the Uppsala model there is a distinction between the state and change aspects of 
internationalization variables (see Figure 2). The state aspects are resource commitment to the 
foreign markets divided into: market commitment and knowledge about foreign markets and 
operations. Johanson and Vahlne (1977) argued that there is a direct relation between market 
knowledge and market commitment. The change aspects consist of current activities and 
decisions to commit resources to foreign operations (Johanson & Vahlne, 1977). This relation 
between state and change aspects is illustrated in the following figure.  
 
 
 
 

                                                 
1 A method for analysis developed by Grufman Reje. The model is built on simple production-economic 
discussions and clearly show grafic connections in contrast to more complex stear models that are used today. 
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Figure 2 – Dimension of change and state aspects 
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Source: Johansson & Vahlne 1977
 

 
Johanson and Vahlne (1977) argue that firms internationalize gradually as the risk of entering 
a foreign market gradually decreases. Two dimensions are considered in the model. First, a 
firm chooses the entry mode that requires less resource commitment (e.g. exporting) in the 
beginning of a foreign market entry, and then gradually shift to another entry mode that 
demands more resource commitment (e.g. wholly owned subsidiary). The shift is made at the 
pace that perceived risks in the foreign market decrease. The second dimension is more 
related to the order of market entry, which means that firms enter markets that are psychically 
close to the home market first, in order to then gradually expand into other markets that have 
a higher psychic distance from the home market (Johanson & Vahlne 1977). Psychic distance 
is defined in terms of factors such as differences in language, culture, political systems, 
etcetera, which disturbs the flow of information between the firm and the market (Vahlne & 
Wiedersheim-Paul 1973). The Uppsala Internationalization model states that companies 
expand into new markets in small steps, unless the company has very large resources, the 
market is stable, or the company has knowledge from similar markets. There are four steps in 
the expansion process that can be distinguished, which are connected to the company’s 
amount of market commitment. The four steps are: no regular export, independent 
representative (agent), sale subsidiaries and production plants (Johanson & Vahlne 1977) (see 
Figure 3) 
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Figure 3 – Commitment Model 
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3.1.2 The Network approach 
The network approach argues that a network is a complex structure, where the emphasis lies 
in the interaction between the firms in a network. It is the actual relationships and the 
exchanges between the firms that create value, and it is these relationships that encompass a 
firm’s actual structure. A firm is according to the network approach dependent on resources 
controlled by other firms (Johansson & Mattsson 1988). 
 
These networks can operate across nation borders, however the path to internationalization 
starts from a domestic network. Networks created across the borders have their origin in a 
domestic market network. It is in the domestic networks that a firm first encounters new 
contacts and opportunities that will lead the firm to foreign markets. The network does not 
explain how a network is structured, since it argues that a network could take any shape 
depending on how the firms interact with each other. Furthermore, the individuals involved in 
these relationships through social and cognitive interactions are also part of the process of 
network creations. The relationship of individual members of the firm in a network is initially 
important, however after a period of time processes and routines ultimately takeover as 
important factors (Havila et al. 2002).        
 
Johansson and Mattsson (1988) introduced four cases of internationalization with regard to 
the degree of internationalization of the firm and the market. These are the early starter, the 
lonely international, the late starter, and the international (see Figure 4). 
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Figure 4 – Degree of internationalization of the firm and the market 
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The Early Starter companies have few and unimportant relationships with companies abroad. 
They have little knowledge about foreign markets and it is hard to gain international 
knowledge by using relationships in the domestic market. To overcome this problem, the 
Early Starter uses intermediaries such as agents to enter foreign markets. A Lonely 
International is a highly internationalized firm; however the other actors are still focused on 
the domestic market. A Lonely International acquires market knowledge through prior 
undertakings and is the only company who is able to promote the internationalization of the 
market because it has a well-established position in the network. The Late Starter is a 
company in a market environment that is already internationalized. Due to its suppliers, 
customers and competitors, the Late Starter has indirect relationships with business networks 
abroad. These relationships drive the Late Starter to internationalize. However, markets with 
close psychic distances might be difficult to enter, since competitors already have more 
market knowledge, which makes it difficult for a newcomer to gain access to an already 
established network. This might be the reason why Late Starters enter more distant markets 
than markets with close psychic distance. The International among others, represents a firm 
with extensive international experience operating in a market filled with international 
relationships. Through these networks, the company gains access to external resources. The 
International has the possibility of using the position in one network to gain access to other 
networks in order to penetrate and extend activities (Johansson & Mattsson 1988). 
 

3.1.3 The Rational Approach 
The rational approach model is built on the assumption that rational decision-making is based 
on the analysis of the chosen market and the market channel. Different alternatives are 
researched in order to target the alternative that has the highest return (Root 1987). 
International market entry decisions are based on rational assumptions, which are supported 
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by transaction-cost analysis. According to Anderson and Gatignon (1986) and Anderson and 
Coughlan (1987), the rational approach argues that markets are highly competitive. 
Furthermore, under these conditions, low control modes are favoured because the threat of the 
suppliers being replaced dampens their opportunism and forces them to perform more 
efficiently. It follows that when the range of the suppliers available to the firm is restricted; 
there is little threat of them being replaced.  
 
The transaction costs associated with low control modes are increased because of the need for 
strict negotiation and supervision of relationships based on contracts (Dwyer & Oh 1998). 
The benefits of integration (control) must be compared with the cost of integration (cost of 
resource commitment). The rational approach moreover states that firms integrates when asset 
specificity is high, in order to retain control over the specific advantages they offer to the 
market. The model also argues that firms’ choices are based on an evaluation of the cost of an 
entry mode related to its objectives. This means that the rational approach studies tend to 
investigate either export modes or production within the market (Whitelock 2002). Johansson 
and Vahlne (1990) also suggest that the rational approach has high explanatory power for 
firms having experience from many regions of the world.  
 

3.2 Keys to successful exporting 
In order for water and wastewater technologies and services to be successful on the 
international market, a company has to be aware of the realities of doing business overseas, 
know and to be able to take advantage of particular market characteristics, and use available 
information support services. There are mainly three factors that will lead to success (U.S. 
Department of Commerce 2002): 
 

- Understand the local markets: The first stage in a successful export market strategy 
is to find out where the markets are and how to access them. Important to know is also 
the stage and pace of market development, host government regulations, and the local 
business culture, which are critical when it comes to prioritizing business development 
efforts (Thompson et al. 2005).  

 
- Building alliances and working effectively with partners in export countries: 

Local partnerships and representation are preferred so that companies can learn about 
attractive market opportunities before the competitors, and thus obtain a competitive 
advantage. Methods for developing a local presence include hiring a local consultant 
or agent to represent the firm and establish a local office or a joint venture. Engaging 
in joint exporting activities (through joint ventures) with other Australian firms is 
another way to enter a new market. The methods of entering a market will naturally be 
different from market to market (Thompson et al. 2005). 

 
- Finding financing for export activities: Development assistance is a primary driver 

in the water and wastewater sectors of emerging market countries. Multilateral 
development agencies strongly support, through technical and financial assistance, 
water supply infrastructure, wastewater treatment systems, and watershed clean-up 
projects, representing significant market opportunities (U.S. Department of Commerce 
2002). 
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When choosing which countries that represent the best prospects for exporters of water and 
wastewater equipment and services, the theory claims that this should be determined by a 
number of factors (U.S. Department of Commerce 2002). These are as follows:  
 

-  The overall size of the water and wastewater market in the country;  
-  The openness to imports of that market (partly reflected in the share of imports in the 

total market);  
- The market’s growth rate; and 
- The historic Australian position in the market and the Australian import market share. 

 (U.S. Department of Commerce 2002) 
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4 CHOICE OF MARKETS 
The choice of markets and the entry order is of big importance for a 
sustainable water managing company, since it determines the chances of 
being successful. In this chapter we will first look at the areas of the world 
that are most exposed to water scarcity and then look in more detail at the 
situation in the three chosen markets. To our help we have used the PESTEL 
analysis to assess all important factors on each water and waste water 
market. 

 
 
When looking at what markets to enter we started by finding out what areas of the world that 
suffer from water shortages. The map below (Figure 5) shows the different stages of water 
scarcity in all areas of the world. The areas that would benefit the most from the water 
recycling system are the red, orange and green areas. However, bearing in mind that EcoNova 
is a profit oriented company that at the present state has a primary goal of achieving a +/-0 
turnover (Uhrig 2007), it would be impractical for EcoNova to put effort into trying to 
establish a business in the green areas; where the water resources are sufficient, but where 
there is a limitation of human and financial capacity (BBC 2006). For this reason we have 
focused on the physical water scarcity and the areas that are approaching this state.  
 
 


Figure 5 – Map over the world’s water situation (Source: BBC 2006)  
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Water scarcity means that the amount of water is less than the demand 
for water.
Physical water scarcity: More than 75 % of river flows are distributed 
out to agriculture, industries and/or domestic purposes (accounting for 
recycling of return flows). 
Approaching physical water scarcity: More than 60 % of river flows are 
distributed. These areas are expected to reach physical water scarcity in 
the near future.
Economic water scarcity: Water resources are plentiful relative to water 
use, with less than 25 % of the water from rivers used for human
purposes, but malnutrition exists. These areas would benefit by 
development of additional blue and green water, but human and financial 
capacity are limited.
Little or no water scarcity: Abundant water resources relative to use. 
Less than 25 % of water from rivers is withdrawn for human purposes.
(BBC 2006)


 
We have come to the conclusion that Brazil, China and Spain would be suitable markets to 
enter. This conclusion is based on the previously presented information, table 1, and the 
second part of 3.2. The markets were strategically chosen in order to spread the risk, and also 
offer great future expansion opportunities in three different economic areas. The markets are 
Brazil in South America, China in Asia, and Spain in Europe. The markets were researched 
according to the internationalization needs of the sustainable water managing company, 
EcoNova.   
 
Table 1 - Water and wastewater markets of 12 “Best Prospect” countries 

 
Source: U.S. Department of Commerce 2002 
 
In this table we have foremost looked at the annual growth rate of water and wastewater, 
which tells us that China has the largest growth per year (25-35 %), of all revised countries in 
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Asia and globally. Brazil is on a shared fourth place with 10 % annual growth rate and is the 
largest market in the South American market. Numbers for Spain were not available, however 
they represent the best market in the European market as will be explained in the following 
chapter. 

4.1.1 PESTEL 
The PESTEL model has been used to identify the most essential influential factors of each 
market. 
 
4.1.1.1 Political 

4.1.1.1.1 Brazil 
In the 1990’s, the Brazilian government begun to reduce subsidies to unprofitable companies. 
As a result, privatization of state-owned enterprise has been acknowledged as a tool for 
economic change. There are further resources available through the Brazilian Economic 
Development Bank to finance privatization projects at both state and municipal levels. The 
Bank is however more set towards giving investment support after the project is set up rather 
than before. About 80 % of the funds apportioned out for wastewater system improvements in 
low-income areas are assigned through the Social Action and Sanitation Program. However, 
larger projects have bigger chances of receiving more support from multilateral development 
banks (U.S. Department of Commerce 2002). 
 
The Brazilian government is continuously investing in the wastewater industry to improve the 
wastewater infrastructure. Investments are made both in the availability of water, clean up 
projects of rivers and other water sources, wastewater treatment to domestic households, and 
increased control of industrial emissions (U.S. Department of Commerce 2002). 
 
Brazil has furthermore made an historic move as being the first country in Latin America, and 
one of the first in the world, to approve a national water resources plan. The plan outlines 
programmes over the next ten years that will secure water for millions of Brazilians (WWF 
2006). 
 

4.1.1.1.2 China 
China has experienced an astonishing growth rate since it started its reform and open policy in 
1978 and has opened up opportunities for firms looking to do business in China. Furthermore, 
with the accession to the World Trade Organization in 2001 the country has ensured the 
ability to maintain strong growth rates (Wei & Wilkinson 2006). Water supply and 
wastewater treatment have become high priorities of the Chinese environmental protection 
and infrastructure development policies. Efforts to clean up the water resources was made 
under China’s Ninth Five-Year Plan (1996–2000), the clean-up of three lakes (Tai, Chao, and 
Dianchi) and three rivers (Huai, Hai, and Liao) were top priorities of the state economic 
development policy and achieved some positive results (Wei & Wilkinson 2006). 
 
One of the largest barriers to the development of the Chinese water and wastewater market 
has been the lack of market pricing for water. This is due to high government subsidies for 
water which in turn means supplying water to consumers at a loss. It follows that this presents 
a lack of return on investments in water projects for both local and foreign investors (U.S. 
Department of Commerce 2002). However, this trend has changed with the realisation that 
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this is not a sustainable development. To be more specific, wastewater treatment, reclamation 
and reuse have become extremely important for the Chinese, because of the current, very 
small proportion of properly treated wastewater (U.S. Department of Commerce 2005).  
 
It has been estimated that only 15 % of the municipal wastewater is appropriately treated in 
the whole country. By 2010, China plans to raise the amount of wastewater treatment to at 
least 50 % in urban areas and 70 % in its key cities (U.S. Department of Commerce 2005). In 
order to achieve these goals, the Chinese government has launched extensive environmental 
protection projects. For instance, during the 10th Five-Year Plan period (2001-2005), over 700 
billion Yuan where invested in the environmental protection sector in China. Moreover, 
wastewater treatment sub-sector is a priority area the Chinese government encourages foreign 
investors to seek opportunities in (Wei & Wilkinson 2006).   
 

4.1.1.1.3 Spain 
Urban water and waste water services in Spain have usually been provided by a mix of public 
and private institutions. When looking at the water suppliers it is revealed that public 
enterprises constitutes for 72 % of the water delivery and private for 26 %. The remaining 2 
% are accounted by a mix of them (U.S. Department of Commerce 2002). 
 
Considerable shortages in the infrastructure related to water supply and treatment networks, 
are extensive in Spain. The EU directive requires Spain to focus on expansion of existing 
sewerage networks, where especially smaller communities in an effort to cut costs are 
connecting their sewage systems with larger municipalities. For this purpose regional plans 
have been defined where there are two main national plans (for waste water treatment and 
another for waste water sludge treatment) that have been put in place in order to meet the EU 
goals. The Ministry of Environment announced that the current budget for water planning has 
increased 100 % compared with previous years (Adrada 2004; Aembid 2007). 
 
 
4.1.1.2 Economical 

4.1.1.2.1 Brazil 
Even though Brazil is the largest economy in South America it has experienced difficult times 
in the past. 2004 was a turning point for the economy and the country’s GDP recorded a 
growth of 4.9 %. On the fiscal side however, high public indebtedness remains an important 
factor of vulnerability. Together fiscal restraint and cautious debt management have decreased 
the net public GDP. The economy in Brazil is forecasted a positive future outlook with a GDP 
growth expected to maintain its drive and stay around 3 %, with interest rates expected to fall 
steadily. The GDP per capita was in 2006 $7,700 (Datamonitor 2006a). Outside the context of 
the immediate economic problems, the key issues for Brazil are to increase its international 
competitiveness in the terms of trade liberalization and overcoming entrenched income 
disproportion that has resulted in significant levels of crime and hampered social 
development. As a consequence this has given rise to decades of protectionist policies that 
have left many producers’ competition restricted. Even though the economy and the 
competitiveness have improved in recent years, some protectionist policies still hold the 
economy back. For instance, tariffs on imports from outside Mercosur (a free-trade 
agreement, see 5.1.1.6.1 for more details) and the South American common market are still 
relatively high (U.S. Commercial Service 2006; U.S. Department of Commerce 2002). 
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The water reuse market is virtually unexplored, but the demand exists from industrial plants, 
residential buildings and municipalities (U.S. Commercial Service 2006). The data indicates 
that US $14 billion in investments is needed to make water supply and wastewater treatment 
services available to all Brazilians. However, considering the population growth till 2010, the 
necessary investment rises to US $33 billion (Csillag 2000). The water and wastewater market 
is currently worth US $2.1 billion (U.S. Commercial Service 2006). On average the stability 
of the economy has made the people better off, contributing to increasing consumption, which 
is primarily driven by an increasing middle class (BBC 2007).  
 
 
       
       
       
       
       
       
       
(Source: Economist Intelligence Unit 2007a) 
 

4.1.1.2.2 China 
During the next 20 years the Chinese middle class is expected to increase at an astonishing 
rate, which will mean enormous spending power. As incomes continue to increase, the 
spending patterns of the middle class will evolve, which should translate into various levels of 
growth across consumption categories. The middle class segment is difficult to please and 
companies should broaden their focus and think creatively to succeed (The McKinsey 
Quarterly 2007).  
 
The official waste water treatment rate was 39.9 % at the end of 2002, which is far from 
adequate given China’s serious water pollution. In particular the water resources law of 2002 
meant an opening in the public water infrastructure for foreign and non-state owned capital 
financing, and these reforms have created many opportunities for foreign enterprises. 
Furthermore, many forms of private and public partnerships are now accepted for supplying 
technology and equipment, and for long-term investment. Most of the market demand is 
covered by local production and the import market alone amounts to almost US $2 billion a 
year (U.S. Department of Commerce 2005). 
 
Predictions have been made that China will spend more money on wastewater treatment than 
water supply systems by 2010. The Ninth Five-Year Plan (1996-2000) period included central 
and local governments, investing US $7.5 billion in the disposal of urban wastewater, which 
was 2.8 times more than in the previous plan. The market for wastewater treatment is large. 
Around 7 billion tons of sewage is produced in cities across the country each day. It has been 
estimated that if 50 % of wastewater was treated, 10,000 sewage treatment plants would be 
needed, representing a market value of US $48.4 billion (Water China 2003). 
 
The water and waste water treatment price system in China is built around the water resource 
price, the supply price of the water resource system, municipal water supply price and waste 
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water treatment price. The average value of water resources is about US $0, 02 per cubic 
meter and maximum values is US $0, 14 per cubic meter (see Table 3 for more detailed price 
information) (U.S. Department of Commerce 2005). 
 
 

 
Source: U.S. Department of Commerce 2005 
 
The waste water treatment price consists of a treatment fee, which is based on actual water 
consumed by users. All the provinces in China levy wastewater treatment fees with prices 
ranging from US $0, 02 to US $0, 07 per cubic meter (U.S. Department of Commerce 2005). 
 
 
       
       
       
       
       
       
       
       
(Source: Economist Intelligence Unit 2007b) 
 

4.1.1.2.3 Spain 
Since the mid 90’s, Spain has outperformed the rest of the Euro-zone, especially the larger 
countries with its outstanding economic growth. Spain is today the 9th largest economy in the 
world and its GDP growth per capita is one of the highest in the EU. Spain’s economy is 
primarily driven by its mass tourism and European subsidies, which has contributed to steady 
economic progress in the recent years. This has in-turn resulted in attracting a significant 
amount of foreign investments to the country. GDP is however expected to slow down from 
3.9 % in 2006 to just over 2 % during 2008 and 2011. As a result of Spain’s indebtedness of 
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households and companies, the domestic consumer and investment demand will grow less 
than in recent years (Datamonitor 2006c). 
 
The Spanish environmental market is, according to the OECD, worth US $12 billion, which is 
nearly 3 % of the worldwide environmental market, and 9 % of the European environmental 
market. The Spanish State further expanded their budget for the Environment Ministry last 
year with 10 % to €3.880 million. In order to solve the prevailing supply problems, the 
Spanish government invested €2.156 million in 2006 that would go exclusively to the water 
supply issues, through the AGUA programme (Europasia 2007). 
 
       
       
       
       
       
       
       
       
(Source: Economist Intelligence Unit 2007c) 
 
The following table provides an overview of the targeted markets’ overall market conditions. 
The table indicates that Australia has the highest GDP/capita than the targeted countries, 
closely followed by Spain. Brazil and China differ from Australia and Spain, as their 
economies are in a catching-up process with overall low, but rising income levels and high 
income disparities. 
 
Table 6 – Income indicators 

 
* Inequality of distribution: A measurement of inequality that ranges between 0 and 1. A value of one would 
indicate complete inequality of distribution, while a 0 indicates no inequality. 
(Information has been gathered from the most recent sources: CIA 2007, Harvard College 2002, and 
The World Bank 2002.) 
 
 
4.1.1.3 Sociocultural 

4.1.1.3.1 Hofstede 
It is important for those who work in international businesses, to be aware of the cultural 
differences that exist in the country of matter. Many times people are amazed of how different 
people in other cultures behave. People trend to have the idea that deep inside we are all the 
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same, but actually we are not. Therefore, entering another country and making decisions 
based on how we operate in our own home country, the chances that we will make very bad 
decisions are high (Hofstede et al. 2002).  
 
Research made by Geert Hofstede provides an insight in other cultures so that we can be more 
effective when interacting with people in other countries. If the information is understood and 
applied to the business properly, it should reduce the level of the managers’ frustration, 
anxiety, and concern. Most importantly will the cultural dimensions give us the ‘edge of 
understanding’, which means more successful results (Hofstede 2001).  
 
According to Hofstede, the following cultural dimensions apply for the three markets: 
PDI = Power distance, IDV = Individualism, MAS = Masculinity, UAI = Uncertainty 
avoidance, LTO = Long-term orientation 
 

4.1.1.3.1.1 Brazil 
 

 
(Source: Hofstede 2003) 

 
Brazil’s highest ranked dimension is Uncertainty Avoidance, which indicates  a rather high 
rule-oriented society that institutes laws, rules, regulations, and controls, in order to reduce the 
amount of uncertainty within the population, as the society has rather low tolerance for 
ambiguity (Hofstede 2003). Brazil has quite low Individuality, which means a greater loyalty 
and collectivism, as well as a high Power Distance (Hofstede 2003) (see China for more 
detailed information). 
 
Doing business in Brazil requires intimate knowledge of the local environment, including the 
explicit as well as hidden costs of doing business, referred to as “Custo Brasil”. Although 
some companies import directly from foreign manufacturers without local representation, in 
most cases the presence of a local agent or distributor can be very helpful. As in other 
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countries, the selection of an agent requires careful consideration (U.S. Commercial Service 
2006). 
 

4.1.1.3.1.2 China 
 

 
(Source: Hofstede 2003) 

 
The highest-ranking factor for China is Long-term Orientation (118). This dimension 
indicates that the society has a perspective of overcoming rising obstacles with time, if not 
with will and strength (Hofstede 2003). 
 
The Chinese rank Individualism as the lowest dimension (20) of any other Asian countries, 
with an average of 24. This is partly attributed by the high level of emphasis on a collectivist 
society by the Communist rule, compared to an individualistic society. This is also reflected 
in the business environment where teamwork is the centre of all the work that is carried out. 
The employees at a company are seen as a committed member group and as an extension of 
the family or relationship. Loyalty is therefore paramount in this culture where everyone takes 
responsibility for everyone in the group (Hofstede 2003). The notion of guanxi (relationships) 
is very important to any kind of venture in China. Companies must be willing to develop close 
relationships with their Chinese partners, as well as local governments. Good personal 
relationships are often the most critical success factor (U.S. Department of Commerce 2002). 
 
Also notable is China’s considerably higher Power Distance ranking of 80 compared to the 
other Far East Asian countries’ average of 60, and the world average of 55. This indicates the 
great differences of power and wealth within the society and show that the less powerful 
members of organizations and institutions (like the family) accept and expect that power is 
distributed unequally. However, this state is not forced upon the population, but rather 
accepted by the society as their cultural heritage. Further more, the older you are the more 
respected you are (Hofstede 2003). 
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4.1.1.3.1.3 Spain 
 

 
(Source: Hofstede 2003) 

 
Considering that Spain has over 50 % of its population that practices the Catholic religion, 
Hofstede found the primary correlating Dimension to be Uncertainty Avoidance. The studies 
have further found that due to the high Uncertainty Avoidance, the society has a low tolerance 
for ambiguity. Due to this, the society is relatively high rule-oriented; instituting laws, rules, 
regulations, and controls in order to reduce the amount of uncertainty within the population 
(Hofstede 2003). 
 
Like Brazil and China, Spain has rather low Individuality, indicating collectivism and loyalty 
in comparison to Australia. Even though Spain has not as high Power Distance as China, the 
country still has a greater Power Distance than Australia (Hofstede 2003) (see China for more 
detailed information p25). 
 
 
4.1.1.4 Technological 

4.1.1.4.1 Brazil 
Critical segments in Brazil’s water industry offer potential for international technologies, 
particularly in the areas of water loss and water reuse. Companies can take advantage of the 
opportunities in the Brazilian market by offering innovative solutions and technologies, rather 
than supplies (U.S. Commercial Service 2006). Even with strong local manufacturing in 
pipes, valves, pumps, and septic tanks, there are still technology gaps in Brazil’s water and 
wastewater market that need to be filled by imports. Opportunities include water saving 
devices, rain water systems, and development of expertise in design, building and operating 
water saving systems (U.S. Commercial Service 2006; U.S. Department of Commerce 2002). 
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The needs consist of: 
• Hydrometers 
• Leak detection equipment 
• Wastewater treatment equipment and chemicals 
• Automation software  
(U.S. Department of Commerce 2002). 
 

4.1.1.4.2 China 
Experts say investors could make profit from wastewater treatment plants, pipelines and other 
sewage treatment sectors (Water China 2003). The biggest technology demand in China are 
for water monitoring instruments, domestic water filtration, drinking water purification 
systems, industrial wastewater treatment equipment, resource recovery technologies, and 
radical solutions to large-scale water treatment problems (U.S. Department of Commerce 
2002). 
 
The following list identifies technology needs that offer the most opportunity:  
 

• Biological denitrification and phosphorus removal technologies 
• Membrane separation and manufacturing technologies and equipment 
• Manufacturing technology of anaerobic biological reactors 
• High-concentration organic wastewater treatment technology and equipment 
• Series-standard water and wastewater treatment equipment with high efficiency 
• Water-saving technologies and equipment 
• Water treatment agents 
• Monitoring instruments 
• Natural water-body rehabilitation technology 
(U.S. Department of Commerce 2005) 
 

4.1.1.4.3 Spain 
The following list identifies technology needs in Spain that offer the most opportunity: 
 

• Meters 
• Reverse osmosis equipment for desalination plants  
• Membranes 
• Control instrumentation 

There is also a great demand for construction and extension of the wastewater treatment 
system in several regions of the country (U.S. Department of Commerce 2002). 
 
The national Hydrological plan published in 2003 is favourable towards the ruse of treated 
wastewater for irrigation.  The reuse of treated wastewater is already a reality in Spanish 
regions for four main applications: golf course irrigation, agricultural irrigation, groundwater 
recharge (in particular to stop saltwater intrusion in coastal aquifers) and river flow 
augmentation (Kamizoulis et al.2003). 
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4.1.1.5 Environmental 

4.1.1.5.1 Brazil 
The wastewater services in Brazil are less developed than drinking water supply services. In 
the beginning of the 21st century less than half (48 %) of the urban and only 3 % of the rural 
households were connected to public sewers. Data from SEDU (The Sustainable Economic 
Development Unit) and SEPURB (Secretariat of Urban Policy) further tells us that 80 % of 
collected wastewater is not treated before it reaches waterways (Csillag 2000). 
 
Brazil’s water supply and sanitation sector is experiencing a wide range of problems. The 
water supply network is expanding slowly and cannot manage the rapid population growth. In 
addition, up to 50 % of the water is lost in the distribution process. These losses resulting 
mainly from inaccurate consumption metering and leakages are responsible for a financial 
loss of about US $5 billion per year. Because of this, opportunities are to be exploited in 
solutions related to water distribution systems, including services and equipment. Municipal 
wastewater treatment has until today received less investment than water supply, and only 20 
% of the wastewater collected is treated. Investment needs are estimated to US $33 billion 
through 2010 to overcome existing gaps in water supply and sewerage coverage, as well as to 
respond to the growing demand for these services. The situation opens up big opportunities all 
around Brazil for investors and suppliers of water and wastewater equipment and services to 
participate in the privatization program (U.S. Commercial Service 2006).  
 

4.1.1.5.2 China 
The size of the market for water and wastewater technologies in China is enormous. Water 
supply and wastewater treatment are at the present time top priorities of China’s 
environmental protection and infrastructure development policies (U.S. Department of 
Commerce 2005). The water shortages are among other caused by uneven distribution, 
inefficient use, and contamination of water resources, and affect approximately 400 cities in 
China. Thirty cities, including Beijing, are expected to face long-term water shortages (Wu 
2004). Ambient water quality has become considerably worse due to the phenomenal growth 
in industrial development over the last two decades, lack of enforcement of environmental 
standards, poor treatment of industrial effluents, and inadequate investments in infrastructure 
(U.S. Department of Commerce 2002).  
 
China has been experiencing water problems in regard to pollution and algae outbreaks for a 
long time and according to China’s Premier Minister Wen Jiabao, the management of the 
country's fresh water supplies should now be a major national priority and handled as a "State 
project". The pipes that are used to deliver the water to the consumer are further poor and 
unacceptable (Juan 2007). At the moment, less than 20 % of wastewater in urban areas is 
treated, and close to 90 % of urban drinking water sources are polluted to some degree. In 
addition, there is an expanding market for smaller water and wastewater facilities in rural 
areas (GlobeNet 2007b). 
 
The total amount of waste water discharge in 2002 was 63.1 billion cubic meters, with 
domestic wastewater making up for 38, 5 % with a treatment rate of 39, 9 %. However, in 
counties, towns and rural areas treatment rates where lower and has been estimated to be as 
low as 20 % (U.S. Department of Commerce 2002). 
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By 2002, 310 out of 600 cities in China had established wastewater treatment facilities; 
however there where no treatment facilities in most of the 17,000 towns. The wastewater 
reclamation facilities in buildings and residential areas are usually grey and reuse water 
treatment and storm-water collection. Wastewater reclamation is particularly important in 
Northern China, where severe water shortages are emerging (Yeh 2006). 
 

4.1.1.5.3 Spain 
According to the UN World Water Development Report 2 (2006), Spain is suffering from 
extensive droughts and is predicted to have to increase its reclaimed water use with 150 % by 
2012. According to the Europe-Asian Business Convention in 2007, Spain’s environmental 
industry is expected to undergo strong growth over the next five years. Essential deficits exist 
in the country’s infrastructure, particularly in relation to water supply and treatment networks. 
Regional plans have been developed to solve the problem and will provide the basis for future 
investment. Water protection is further seen as the first environment market. Finally, there are 
many disparities between northern and southern Spain, due to aridity and dryness periods, as 
well as the growth of tourism and agriculture irrigation that all have an impact on the water 
supply (Europasia 2007).  
 
Even though there has been significant progress made in building new municipal sewage 
treatment plans over the past two decades, the installed capacity, particularly in rural areas, 
needs to be enhanced considerably. Spain is a mature market with slower growth than some of 
the other markets, but their total size and favourable business climate make them worth 
exporters’ consideration (U.S. Department of Commerce 2002).  
 
 
4.1.1.6 Legal and Regulatory 

4.1.1.6.1 Brazil 
A few municipalities have recently approved legislation requiring that buildings apply water 
saving devices and rain water circulation systems (U.S. Commercial Service 2006). The 
federal agency responsible for the regulation and overall supervision of the water resources 
sector in Brazil is the Division of Sanitation of the Secretariat of Urban Policy of the Ministry 
of Planning and Budget. This federal agency follows the 1997 water law, stating that reused 
water can be applied in agricultural irrigation, parks and fields, aquifer recharging and 
industrial uses (tower cooling, boilers, cleaning of tanks, parts and chimneys). Offices, banks, 
fire fighters, hospital and car washers are among the end-users of recycled water. Recycled 
water is also used for concrete preparation in building construction fields (GlobeNet 2007a). 
The 1997 Water Law introduced the river basin management approach in Brazil (established 
in 2000 regulation). This approach means that multi-stakeholder water basin committees are 
responsible for long-term water resources planning and charging water use and wastewater 
discharge fees. Policy allows sanitation services to be provided by state-wide wastewater 
companies under concessions, municipal public utilities, or private companies. In 2000, a new 
law created the National Water Agency, which coordinates the national water policy and the 
privatization of state-owned water companies (U.S. Department of Commerce 2002). 
 
In 1990 the National Environmental Council put together the National Environmental Policy 
that defines water quality standards and a national discharge permit system based on nine 
water use categories, such as domestic consumption, recreation, irrigation, etcetera. This 
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policy outlines the federal minimum standards and each state has further the authority to make 
their regulations more stringent. The 1998 Environmental Law improved the environmental 
enforcement further by raising the sanctions for environmental violations (Ometto, et al. 
2006). 
 
Brazil is a member of Mercosur, which is a regional free trade agreement also including 
Argentina, Paraguay, and Uruguay. This agreement protects Brazil’s wastewater industry 
from imports from non-Mercosur countries, through high tariffs on approximately 19 % for 
environmental equipment (U.S. Department of Commerce 2002). 
 
Despite the fact that Brazil must comply with WTO regulations regarding equal treatment of 
foreign and domestic companies, there is a non-official “buy Brazilian” policy that exists for 
government procurement. This unofficial policy means that companies’ that have their 
production facilities in Brazil are typically chosen over those who have not made these types 
of investments in the country. In addition, Brazilian law requires foreign bidders to be 
associated with a local firm (U.S. Commerce Service 2006).  
 

4.1.1.6.2 China 
China’s State Environmental Protection Agency is responsible for drafting and interpreting 
national environmental laws and regulations. Responsibility for enforcement lays within 
provincial and local Environmental Protection Bureaus. Responsibility for water management 
in China is divided amongst several ministries, including the Ministry of Water Resources and 
the Ministry of Construction. Water and wastewater utilities are run by municipalities under 
the direction of provincial and municipal Planning Commissions (Ministry of Water 
Resources P.R China 2007). 
 
One important key note that has emerged from the legislation is that in areas with water 
shortages, major industrial water users, large public buildings, and users located beyond the 
public water supply system that have their own water supply systems, are required to 
construct a water reuse system (U.S. Department of Commerce 2005). Furthermore water 
supply pricing policies also promote wastewater reclamation, which compared with the price 
of water from the municipal water supply plant, appears as a substantially cheaper solution. 
 
There are two types of waste water discharge systems according to the Chinese definition: 
 

1)     Polluted wastewater discharges (includes industrial and domestic waste water) 
2)     Non-polluted wastewater discharges (includes storm water) 
 

Separate drainage systems for wastewater and storm-water discharges are required for a 
facility in which municipal sewer systems are in place (Ministry of Water Resources P.R 
China 2007). The National Integrated Wastewater Discharge Standard (GB8978 1996) is also 
applicable to domestic and industrial discharges. According to the rules, a facility that plans to 
discharge wastewater must obtain a wastewater discharge permit before operations can 
commence (U.S. Department of Commerce 2005). 
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4.1.1.6.3 Spain 
The most important regulation (see Table 7) affecting the Spanish market is the EU directive 
91/271. The directive states that all communities with populations of more than 15,000 
residents have to have fully functioning wastewater collection and treatment systems (Adrada 
2004). According to the directive, industrial and municipal polluters have to pay sewage fees 
for direct discharges to surface water. Municipalities are responsible for the supply of 
drinking water and wastewater treatment; furthermore they are also responsible for the 
licences for industrial discharges into municipal sewer systems (Europa 2007). 
 
The Spanish import duties are the same as the Common Market External Tariff for non-EU 
goods, and most important, water and wastewater equipment must be certified to meet EU 
environmental standards. Apart from the non-EU tariffs, there are no barriers to foreign 
investment in Spain (Europa 2007). 
   
Import procedures are regulated by international trade regulations and technical specifications 
are essentially those established by the EU, as they are incorporated into Spanish regulations. 
Spanish legislation consist of three levels of public administration; central, regional, and local, 
with most of the power over environmental issues given to the regional authorities, thus the 
autonomous regions also have to be considered when doing business in Spain. While there is 
no national legislation in Spain, at least three autonomous regions (Andalucía, Catalonia and 
Baleares) (see Table 7) have either legal prescriptions or recommendations concerning 
wastewater recycling and reuse (Adrada 2004). 
 
 
Table 7 - Legislation for treated waste water reuse  

COUNTRY/Practices Urban and 
residential uses 

Unrestricted 
irrigation 

industrial reuse 

Restricted 
agricultural 

irrigation 
No reuse 

Spain X X X  
(Source: Kamizoulis et al.2003) 
 
 
4.1.1.7 Competition 

4.1.1.7.1 Brazil 
More than 80 % of Brazil’s water supply and sanitation equipment is produced by domestic 
manufacturers, although about half of them are involved in some form of technology 
agreement with foreign partners. Companies that have operated in Brazil for over 30 years 
have established strong relationships with most municipal and state clients. Therefore having 
a partnership with a domestic company is more or less vital for foreign exporters in the waste 
water market. In the industrial wastewater treatment market segment, the U.S. holds a 60 % 
import market share, followed by France and Japan (U.S. Department of Commerce 2002). In 
general, it is advised that larger companies should have sales offices throughout Brazil, which 
is key for a countrywide presence, as smaller agents may be geographically limited (U.S. 
Commercial Service 2006).  
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4.1.1.7.2 China 
There are currently about 32,000 water equipment manufacturing companies in China and the 
number is continuously increasing. The competition on the market is fierce, but full of 
opportunities. China’s domestic technology, equipment, and service sectors do not compare 
favourably to imported products; however, they do compete favourably with low prices, easy 
access to domestic markets, and continuous improvements in quality (U.S. Department of 
Commerce 2005). The primary barrier for companies to import its products into China is the 
cost factors. Even with superior quality, the Chinese buyers are often more concerned with 
financing and price. The domestic suppliers constitute for approximately two-thirds of the 
Chinese market and one of the largest environmental firms in Beijing currently supply 50 % 
of the wastewater market in the city (U.S. Department of Commerce 2002). 
 
The domestic production is forecasted to grow even more due to a number of reasons. China 
has a strong desire of becoming self-sufficient in the area of environmental technologies. 
Furthermore, small companies are moving into the market because of the presented 
opportunities of increased government funding within the area of wastewater treatment (U.S. 
Department of Commerce 2002). 
 

4.1.1.7.3 Spain 
About 90 companies, of which 70 are public, control the water sector in Spain. Local 
production meets about three-quarters of the market demand. Several Spanish companies 
manufacture water and wastewater equipment, producing mostly pumps, turbines, filters, and 
chemicals. However, specialized and high technology equipment is mostly imported and 
imports also play an important role in the desalination market segment (U.S. Department of 
Commerce 2002). 
 
Leading banking institutions, as well as former state-owned companies that were recently 
privatized, electric utilities, and other Spanish firms, have been organizing joint ventures and 
consortium to bid for water contracts. The best way for suppliers of wastewater technology to 
enter the Spanish market is to enter such joint ventures (U.S. Department of Commerce 2002). 
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5 EMPIRICAL STUDY 
 

This chapter presents the results of the empirical study, with a presentation of 
EcoNova’s various products. However, the focus is put on only one of these 
products, the NovaClear, since it represents the core technology of 
EcoNova’s product range. 
 
The chapter starts with a presentation of the company and the interview 
object, followed by a description of EcoNova’s products which we feel 
important to present in order to illustrate the complexity of the research 
question and also as an explanation to why some technical aspects needed to 
be discussed in the previous chapter. The chapter then concludes with 
suggested entry modes. 

 

5.1 Company Information 
EcoNova is a world leader of innovative water recycling technology for use in the residential 
development, commercial, marine, sports, tourism, mining and defence industries. The 
company provides water and wastewater infrastructure in locations where local authority 
services are inadequate, nonexistent or uneconomical. EcoNova has developed the first 
individual household system in the world to be certified for above ground irrigation without 
further disinfection. The recycled Water is Class A+ (or better), which is the highest quality 
rating Queensland Environmental Protection Agency recognizes for Recycled Water. 
EcoNova is also at the forefront of world class research and development and has strong 
support from three leading Queensland Universities (EcoNova 2006).  
 
The company is with its 35 employees a small size company, which has been in the waste 
water business for four years till today (Uhrig 2007). EcoNova was in the start of the research 
based at the Innovation Centre, located at the University of the Sunshine Coast, which 
provides support for high potential start-up technology and knowledge based businesses. Due 
to EcoNova’s constant growth, the company has now moved its operations to another location 
where they have room to expand. “The company’s vision statement is to be a leading provider 
of water-solutions in Australia and to help other countries where there is insufficient water 
infrastructure available” (Uhrig 2007). 
 
EcoNova is currently negotiating with different investors, to accelerate the company’s growth. 
The company is further budgeting for $ 20 million for this financial year with a 100 % per 
annum growth for the next 4 years, with priority on the Australian market. (Uhrig 2007). 
 

5.1.1 Interview object 
Christian Uhrig is director for marketing and sales at EcoNova. Christian is originally from 
Germany, but has lived in Australia for approximately eight years and has worked at EcoNova 
for one year. His studies include two years of Hotel Management education and three years of 
economic informatics (Marketing and Information Systems). Before working for EcoNova, 
Christian was the General Manager at Clearmake, which offers solutions in industrial 
wastewater treatment and recycling. 
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Uhrig is highly involved in the water and wastewater issue and says that “People do not 
understand that it is not only about adding water or recycling it so they can flush their toilets 
or keep the garden green. The effort to provide water is just enormous.”               
 

5.2 Current market situation and possible implications for the global market 
Uhrig (2007) informs that according to Queensland regulation, an onsite sewage treatment 
system is required in Queensland on property that is not connected to the town sewage 
system. According to Queensland regulation, properties connected to the town sewage system 
are not allowed to use black water recycling systems. This is due to passed experiences where 
some systems have not proved to be been reliable. As a consequence of poor performance of 
conventional onsite systems there have been issues with the treated water quality and matters 
concerning smell and leakage of chlorine into the ground. Thus, the mindset of some council 
employees until recently is that there is no system that can solve the problem in a clean 
beneficial and safe way. This becomes an issue because the opinion of some decision makers 
in relevant positions is negative from bad experience, no matter if the product actually works 
and can deliver promised results. It is therefore of great importance and in the interest of 
EcoNova that the public becomes educated in this matter. This problem is however expected 
to diminish along with the rising need to find a sustainable water treatment technology, due to 
the water shortage experienced in Australia. However, in an area where water is in abundance 
the mindset is expected to change slower, nevertheless the fact is that a water treatment 
system still needs to be in place (Uhrig 2007). 
 
Regulations and needs are thus important factors, according to Uhrig (2007). Internationally 
this could range from non existent regulations, where EcoNova would have the chance to set 
the standards and high regulations, where a set of tests and approvals needs to be done in 
order to enter the market. Needs are also of great importance. ‘Is there enough water? And if 
there is, where does it come from? And is recycling even an option’ (Uhrig 2007)? Uhrig 
(2007) mentioned that an important aspect is if the country has the financial capacity and 
organisational strength to be able to build up an infrastructure. “If these countries had the 
economy to fix the water problem, they would” (Uhrig 2007). The problem then is that the 
product that EcoNova produce is fairly high tech, and therefore expensive. Furthermore the 
product requires people with the skills to be able to maintain and sustain it.  
 
Recycling water is expensive, a kilo litre of recycled water costs AUS $2-3, a kilo litre of 
council water costs around AUS $1, 2 (and about the same for discharge for industry), in 
Australia. Furthermore current Environment Protection Authority regulations in Australia 
strictly limit the reuse of grey water and black water to non human consumption. Non human 
water consumption accounts surprisingly for 60-80 % of water usage, and includes for 
example gardening, toilets, laundry, hardstand washdown, carwash and many industrial 
applications as well as cooling tower usage. According to the Queensland EPA water 
recycling guidelines, in order to direct back the recycled water into the house, the water needs 
to hold an A+ level of quality. EcoNova’s system achieves A+ level, but the current challenge 
lies in the testing program, which is estimated to cost around AUS $100,000 over a 12 month 
period. Every week for 6 months EcoNova has to take four samples at a cost of AUS $2,400 
per week for sampling and testing. This procedure does apply to all recycled water when used 
back into the household. Grey water is seen as a less dangerous source for water recycling, 
although 98 % of households are not able to split the waste stream thus mixing grey and black 
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water, making it hard to install a system strictly designed to cope with grey water (Uhrig 
2007). 
 
The grey water market in Australia is still very immature and quite open; the reason for this is 
because there is no domestic system that has proven reliable. However, the fact is that 
untreated grey water contains a lot of organics and chemicals, such as nitrogen’s and 
phosphors, which are not good for the environment. There is for that reason a scientific 
opinion that grey water is much harder to treat than black water and is therefore surrounded 
by stringent restrictions. However, the Queensland state government has just announced that 
they are relaxing the legislation on grey water systems. The black water market is also 
relatively open, but the testing regime is however more regulated (Uhrig 2007). 
  
There are different approaches regarding grey water treatment. One is called the diversion 
system, which is pumping the grey water from where it is produced directly into the garden. 
However it cannot be stored, since grey water will go unclean in the same way as black water 
does. The advantage of NovaClear is that the water will be treated thus allowing for storage in 
for example rainwater tanks (Uhrig 2007). 
 

5.2.1 Networks 
EcoNova has a quite extensive network, consisting of several business partners, agents and 
customers. Only in Australia EcoNova has currently 40 business partners, either selling 
commercial or domestic products. Large suppliers include Davey Pumps; a large international 
Australian company that supplies EcoNova with pumps and Kored Co Ltd; a Korean 
company that supplies membranes all over the world. The relationship is however strictly 
seller-buyer with no active cooperation. The network does also reach outside Australia with 
international partners mainly in Southeast Asia, Europe and New Zeeland. The role of these 
partners is to hunt customers for EcoNova, who then will deal directly with these. The 
partners will then receive a commission, although this practice has still not been used (Uhrig 
2007).  
 

5.2.2 Product information  
The company’s niche is in smaller decentralised systems (2 KL to 5ML per day) rather than 
the big municipal treatment plants built for entire communities (Uhrig 2007). The advantage 
of decentralised systems is not only the ability of saving water for the owner, decentralised 
systems has the potential to save governments millions by removing the need for large dam 
infrastructure projects, since the systems reduce the demand for fresh drinking water from the 
state’s dams (EcoNova 2006).  
 
During one of the meetings Uhrig explained the features of EcoNova’s products and their 
target markets. There are two main categories in the product line, domestic (NovaNautic and 
NovaClear), which targets individual households, and commercial (NovaTainer and 
NovaProject) that includes construction firms, developers, and organisations (Uhrig 2007). 
EcoNova has developed a wastewater treatment technology to produce safe water at a 
reasonable cost. The range of products includes:  
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NovaTainer:  Containerised water recycling system 
NovaProject:  Water infrastructure for developments and communities 
NovaNautic:  Marine water recycling system 
NovaClear:   Domestic water recycling system 
 

 
 

NovaTainer              NovaProject 
 
 

                                      
 

NovaNautic                 NovaClear 
 
Source: EcoNova 2007 
 
NovaTainer is the best product for international projects, where there is an immediate need for 
water treatment. NovaTainer comes in a container and does not need any installation on site; 
the unit is shipped in and then started up on the ground without any need of surrounding 
construction (Uhrig 2007). NovaTainer’s main function is to work as a backup for 
governments in case of emergencies. It is furthermore suitable for international help 
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organizations and remote areas, such as resorts and islands. NovaTainer’s main feature is the 
robust design which is fully integrated and requires low maintenance (EcoNova 2006). 
 
NovaProject is EcoNova’s only product that requires onsite construction, due to the scale of 
the product. NovaProject has been designed as an independent water infrastructure and 
recycling systems, ranging from individual households to entire townships. Uhrig (2007) 
reveals that “There are no immediate plans for international commercialisation of the system; 
however it could be interesting in the future. For now the main focus is in Australia.” 
 
NovaNautic is designed for marine purposes and designed to be fitted onto ships. The product 
is therefore smaller and more compact, due to the limited space onboard and the need for easy 
maintenance (EcoNova 2006). 
 
The main product is currently NovaClear. NovaClear is EcoNova’s domestic system and has 
been designed for recycling of water in domestic situations where you have no connection to 
sewer. With ongoing drought and water restrictions the aim is to recycle water on site even in 
areas where black water goes to the sewer. NovaClear is designed for domestic water 
recycling treatment purposes, and utilises EcoNova’s patented MembraneSafe™ technology, 
which is the main feature in all EcoNova’s products. MembraneSafe™ works like a human 
kidney. Waste water passes through the membranes and contaminants are removed resulting 
in water 99.99999 % free of pathogens. The product is designed with long term maintenance 
and operation in mind and only requires servicing three times per year. The tank provides a 
substantial capacity of about 4,500 litres and can recycle a total of 2,200 litres per day. Other 
advantages are that it is quiet, do not give away any odour, is self cleaning, and uses no 
chemicals (EcoNova 2006). 
 
 

 
 
Source: EcoNova 2007, p. 7 
 
The compact single tank is constructed from lightweight high density polyethylene, which 
makes it suitable for above and in ground installation. The primary chamber is designed to 
receive all incoming household wastewater and provides a buffering capacity of about 1,500 
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litres for times of high load or emergencies. The water in the chamber is aerobically treated, 
allowing the microbes within the treatment plant to breakdown the impurities, thus avoiding 
odour and sludge to build up. When the sewage has been treated to a specific standard it is 
transferred into the Membrane Bio Reactor (MBR) chamber, where the patented membrane 
filtration/disinfection unit and air diffuser is housed. The water is drawn off through the 
membranes and pumped into the recycled water chamber. As the chamber fills up the recycled 
water is transferred through the irrigation system or into areas where reuse in the house is 
allowed (see illustration above). NovaClear Recycles all typical household wastewater (grey 
and black) through a chemical free process, with no consumables and at low energy 
consumption (EcoNova 2006). Some Australian States request further disinfection based on 
their current legislation and regulation. For those EcoNova provides versions including 
Chlorine dosing and UV light – resulting in triple barrier disinfection to Class A+ standard 
(Uhrig 2007). 
 
The current recommended end-retail price for NovaClear is AUS $8,500 and for general 
partners and distributors it is AUS $6,750 (Uhrig 2007). Uhrig (2007) is aware that they 
probably have to change the system to care for the local specific requirements. This would 
include design changes that would lower the cost and price of the products, in order to meet 
the price levels in the specific markets (Uhrig 2007). 
 
The next product that is currently being prepared is a grey water system, to target another 
market and user group. Here not all waste water from a household is being treated, but only 
the shower, laundry and hand basin water, which can be treated and then be re-used in the 
toilet, garden and potentially laundry again. The product will be much smaller and less 
expensive than any of the other systems. They will be produced in greater quantities of 
approximately 10.000 units a year (Uhrig 2007).  
 

5.2.3 Future goals 
According to Uhrig (2007), the next step for EcoNova is to open up offices in the largest 
cities around Australia. Depending on the model used, they will then branch out into the 
different countries, for example by open up offices and then start with production on site. 
Uhrig (2007) explains that: “There is no point in shipping big empty tanks throughout the 
world; they have to be produced locally. And then you can also cater for local specific 
requirements for example electrical equipment voltage rate, and so on”.  
 
EcoNova is currently selling 50 NovaClear systems per month, but is expecting to quickly 
reach 100 per month. The goal for this financial year is to sell 1000 domestic units in 
Australia and to double the number for 2008 (Uhrig 2007). Uhrig (2007) further explains that 
the will to internationalize is there and as soon as resources can be diverted for this purpose 
they will formulate an internationalization strategy    
 

5.3 Considered internationalization strategies 
EcoNova has for the future set up possible options for entering international markets. During 
the first meeting Uhrig discussed possible expansion strategies for EcoNova and the one 
currently used. For larger products, opening of offices and production facilities on site would 
probably involve government funding where the buyer would most likely be the government 
of the region that has been targeted. The project requires somebody that has the knowledge of 



 The internationalization of a sustainable  
water managing company 

 
 

By Julia Oldsberg and Sven A. Svensson 
- 39 - 

how the market works and the important facts surrounding the deal. This type of entry would 
also require an enquiry to supranational unions, such as the EU, to find available funds for 
this kind of projects. Local environmental protection agencies would also need to be 
approached, as well as departments of health to assess the market requirements. Legal impacts 
of what the company can do and cannot do is also something that should be considered 
regardless of chosen strategy (E.g. in Australia Queensland, NovaClear cannot be installed in 
a sewed area) (Uhrig 2007). 
 
Uhrig (2007) has considered possible expansion strategies, mostly based on their current 
market strategy. 

 
• Country licenses 

Country licenses would be done by transferring the technology; the licensee would 
thus be in charge of the running of the business (manufacture and sales). EcoNova will 
then also offer set up support in exchange for a fee. In the Philippines this would 
amount to approximately US $1million, a country that EcoNova is currently looking to 
enter. A Country license involves sending a team with business development 
managers, chemist, chief engineer, chief marketing and sales, together with an internal 
operations manager (Uhrig 2007). Uhrig (2007) explains that the team would help out 
to set-up the business in a period of six months, thus the resources would be the core 
team of skilled people involved through the different stages of start up. 
 

• Local partnership 
A local partner is someone who is taking the risks and expenses, but will gain the 
rights for sales and local production. According to Uhrig (2007), this joint partnership 
will involve setting up a production for NovaClear, which is estimated to cost AUS $1 
million. EcoNova commits to give support by expertise to help in the region or in a 
country, to set up business in conjunction with the local authorities (Uhrig 2007).  

 
• State or country reseller licenses 

Through selling or offering state or country licenses, EcoNova would make somebody 
an agent, reseller or distributor of some kind. At the moment to obtain a regional 
license to sell NovaClear the reseller is required to pay EcoNova for providing training 
and materials, and place an initial order of AUS $50,000, in order to buy some stock. 
After six months they have the alternative to either upgrade to a franchise or to stop 
the operations (Uhrig 2007). Uhrig (2007) said that a conventional agent or distributor 
is the current model that is used in Australia, where EcoNova assumes the role of the 
supplier. 
 

EcoNova will despite expanding into the world always continue its world class research and 
development, locally on the Sunshine Coast and in conjunction with their QLD University 
partners, to constantly improve their products further (Uhrig 2007). 
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6 ANALYSIS 
 

In this chapter we will do a comparison between the theoretical framework and 
the empirical findings to bring out similarities and differences between the two. 
The analysis will furthermore look at the correspondence between the empirical 
data and the choice of markets, which will lay as a foundation for the 
assemblage of the internationalization model in the following chapter. 

 

6.1 Market needs 
Uhrig (2007) explains that there are a number of important factors that have to be considered 
when entering new markets. First of all the need for water recycling and waster water 
infrastructure has to be significant. According to a report released by the BBC (2006), large 
areas of the world suffer from water shortages, particularly South America, the south parts of 
Europe, Africa, Australia, and China. Amongst these troubled areas of the world, Brazil, 
China, and Spain are of particular interest, since they represent good opportunities within their 
respective economic zones in water and waste water markets. The reasons behind the strong 
growths can be attributed by the lack of adequate infrastructure and the physical water 
scarcity (U.S. Department of Commerce 2002). These countries where also chosen because 
the research aimed to cover different economic areas and markets (South America, Asia, and 
Europe), in order to satisfy EcoNovas wishes regarding market information about the worlds 
water and waste water markets.   
 
The Brazilian waste infrastructure is in great need of investment, and it has been estimated 
that the amount needed will reach US $33billion in 2010. The water supply network is 
expanding slowly and can not manage the population growth; in addition up to 50 % of the 
water is lost in the distribution process and up to 80 % of collected wastewater is not treated 
before it reaches the waterways (Csillag 2000). 
 
The official wastewater treatment rate in China was 39.9 % at the end of 2002. The size of the 
market for water and wastewater technologies in the country is enormous, and can be traced 
back to uneven distribution, inefficient use, and contamination of water resources, affecting 
approximately 400 cities in China. Less than 20 % of wastewater in urban areas is treated, and 
close to 90 % of urban drinking water sources are polluted to some degree (U.S. Department 
of Commerce 2005). 
 
Spain is suffering from droughts, which has lead to an ongoing increase of reclaimed water 
use (UN World Water Development Report 2 2006). Furthermore, deficits exist in the 
infrastructure related to water supply and treatment networks (Europasia 2007). However, 
significant progress have been made in building new municipal sewage treatment plans over 
the past two decades, but it is still not in parity with the demand (U.S. Department of 
Commerce 2002).   
 

6.2 Market involvement  
There is a problem with the mindset of some council employees regarding the opinion that 
there is no system that can solve the wastewater issue in a clean, beneficial and safe way. This 
becomes a concern, since the decision makers’ opinions is negative from the start, even if 
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there is a product that actually works and can deliver promised results. This mindset however, 
is expected to change more rapidly in areas where water supply is becoming increasingly 
scarce (Uhrig 2007).  
 
There is evidence that the three countries are experiencing a change in the mindset regarding 
the water and wastewater situation. Especially in China there has been a realisation that the 
development is not sustainable, because of the current very small proportion of properly 
treated wastewater, and the wastewater treatment, explaining why reclamation and reuse have 
become extremely important (U.S. Department of Commerce 2005). 
 
Uhrig (2007) highlights the importance of the countries’ financial capacity and organisational 
strength to be able to build up an infrastructure.  
 
Brazil pioneers the effort to improve water infrastructure in Latin America by approving a 
national water resources plan that will secure water for millions of Brazilians over the next ten 
years (WWF 2006). Private projects can find support in Brazil through the Brazilian 
Economic Development Bank. There are also further resources available through the Social 
Action and Sanitation program that concentrate on wastewater system improvements in low-
income areas. The Brazilian government is making an effort to improve the country’s waste 
water infrastructure by continuous investments in the water availability (U.S. Department of 
Commerce 2002). 
 
China has also put water supply and wastewater treatment as a high priority goal (Wei & 
Wilkinson 2006), as an outcome of the very small portion of properly treated waste water 
(U.S. Department of Commerce 2005). More specifically, the Chinese government has 
launched extensive environmental protection projects, making the wastewater treatment sub-
sector a priority area by encouraging foreign investors to seek opportunities (Wei & 
Wilkinson 2006).   
 
Spain has been forced by the EU to focus on expansion of existing sewerage networks. As a 
result Spain has put together regional plans for waste water treatment and waste water sludge 
treatment, with the aim to reach the EU goals. These plans will provide the basis for future 
investment with water protection seen as the primary environmental market (Europasia 2007). 
Moreover the Ministry of Environment has announced that the budget for water planning has 
increased 100 % compared to previous years (Adrada 2004; Aembid 2007). 
 

6.3 Legislative environment 
According to Uhrig (2007) legislative issues surrounding wastewater and water systems are 
one of the most important aspects influencing the company’s strategic choices. According to 
Queensland regulation, properties connected to the towns’ sewage system are not allowed to 
use any recycling systems, since they not always can be relied upon. Another example 
discussed by Uhrig (2007) is that according to Queensland EPA water recycling guidelines, 
water needs to hold an A+ level of quality in order to be redirected back to the house. There 
are furthermore different rules according to the type of wastewater being recycled. For 
instance, the Queensland state government applies a more relaxed legislation on grey water 
systems than for black water.  
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In 1990, the Brazilian National Environmental Council put together the National 
Environmental Policy that defines water quality standards and a national discharge permit 
system. This policy outlines the federal minimum standards and each state has further the 
authority to make their regulations more stringent (Ometto, et al. 2006). The counterpart of 
Queensland EPA in Brazil is the Division of Sanitation of the Secretariat of Urban Policy of 
the Ministry of Planning and Budget. This federal agency follows the 1998 water law, stating 
that reused water can be applied in various areas, such as for irrigation, in hospitals, etcetera 
(GlobeNet 2007). 
 
The Chinese water and waste water market is under the responsibility of the State 
Environmental Protection Agency (EPA) (Ministry of Water Resources P.R. China 2007). 
The Chinese water legislation has made it mandatory to construct a water reuse system for 
everyone who lives in areas outside the public water supply system, in areas of water 
shortages, large public buildings, or major industrial water users (U.S. Department of 
Commerce 2005).  
 
In Spain, EU sets all regulations for the water and waste water market, except in certain 
autonomous regions, where local legal prescriptions or recommendations concerning 
wastewater recycling and reuse exist (Adrada 2004). The EU directive 91/271, is the most 
influential directive and declares that municipalities are responsible for the supply of drinking 
water and wastewater treatment. Treated wastewater reuse is applicable in urban and 
residential uses, unrestricted irrigation and industrial reuse, and restricted agricultural 
irrigation (Kamizoulis et al. 2003). 
 

6.4 Market capacity  
Uhrig (2007) explains that financial resources and the standard of life has to be at a level that 
can benefit a company such as EcoNova, in terms of affordability of the product and skills 
required for the operation and maintenance of the product. Uhrig (2007) is aware that they 
probably have to change the system to care for the local specific requirements. This would 
include design changes that would lower the cost and price of the products, in order to meet 
the price levels in the specific markets. The economical issues are highly important for 
EcoNova, since the products are highly complex and therefore also quite expensive (AUS $8, 
500 for the NovaClear system) (Uhrig 2007). Therefore the local economies have to be 
considered in order to correctly asses the possibilities. 
 
Data indicates that the Brazilian market is currently worth US $2.1 billion. However, it has 
been estimated that considering the population growth till 2010, Brazil will have to invest 
around US $33 billion, in order to make sure that water supply and wastewater treatment 
services are available to all Brazilians (Csillag 2000). The GDP per capita in Brazil was in 
2006 $7,700 (see table 6) (Datamonitor 2006a). Moreover Brazil is struggling to overcome 
the deep-rooted income disproportion that has resulted in significant levels of crime and 
hampered social development. Nevertheless, on average the stability of the economy has 
made the people better off, contributing to increasing consumption, which is primarily driven 
by an increasing middle class (BBC 2007).  
 
The economic conditions in China are also somewhat difficult (GDP/capita of US $4,397 
(CIA 2007)), but the trend is positive with a GDP growth of 10, 5 % in 2007 (Economist 
Intelligence Unit 2007b). In 2006, 77 % of urban Chinese households lived on less than US 
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$3,000, but is expected to drop to 10 % by 2025. In addition, the Chinese middle class is 
expected to increase, which will mean enormous spending power. As incomes continue to 
increase, this should translate into various levels of growth across consumption categories 
(The McKinsey Quarterly 2007). Most of the market demand is covered by local production, 
but the import market still amounts to almost US $2 billion a year (U.S. Department of 
Commerce 2005). It has also been estimated that if 50 % of the wastewater was treated, 
10,000 sewage treatment plants would be needed, representing a market value of US $48.4 
billion (Water China 2003). 
 
Spain is the country that most resembles Australia regarding the economy. Spain enjoys a 
high standard of living, which mirrors the country’s economic wealth; GDP per capita is US 
$27,400 and one of the highest in the Euro zone (CIA 2007). This contributes to making the 
country the 9th largest economy in the world (Datamonitor 2006c). The Spanish 
environmental market is, according to the OECD, worth US $12 billion, which is nearly 3 % 
of the worldwide environmental market, and 9 % of the European environmental market. The 
Spanish government invested €2.156 million in 2006 exclusively in the water supply issue, 
through the AGUA programme (Europasia 2007). 
 

6.5 The Product  
Uhrig (2007) describes EcoNova’s strategy as a niche strategy, where the focus is in small, 
decentralised, domestic systems. The advantage of small, decentralised systems is not only the 
ability of saving water for the owner, but it also brings benefits such as saving governments 
millions by removing the need for large dam infrastructure projects. The NovaClear system 
has been developed for domestic situations where there is no connection to sewer, making it 
suitable for remote urban areas, where large scale projects would be economically unsuitable 
(Uhrig 2007). 
 
Brazil is experiencing a number of technology gaps that need to be filled by imports 
including, hydrometers, leak detection equipment, automation software, and particularly 
waste water treatment equipment, an area in which EcoNova could greatly contribute to (U.S. 
Department of Commerce 2002). 
 
Similar needs exist in China where all needs cannot be covered by large scale infrastructure 
projects, which opens up for an expanding market for smaller water and wastewater facilities 
in rural areas. Areas that offer the most opportunities for EcoNova in China include high-
concentration organic wastewater treatment technology and water-saving technologies and 
equipment (U.S. Department of Commerce 2005). 
 
Spain’s demand is not as great as Brazil’s and China’s in the technological area of waste 
water treatment, nevertheless there is still a great need for construction and extension of the 
waste water treatment system in several regions of Spain, particularly the capacity in rural 
areas needs to be enhanced considerably (U.S. Department of Commerce 2002).   
 

6.6 Market Interaction 
Uhrig (2007) stresses the importance of having local knowledge trough the means of a partner 
or business associate, familiar with the experiential market knowledge, in order to achieve a 
successful market entry and establishment. This view is supported by Geert Hofstede (2003) 
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and Thompson et al. (2005), who argue that people and companies can be more effective 
when interacting with people in other countries, in accordance with that country’s customs. 
Information that is understood regarding the specific market contexts and successfully applied 
to the business, results in better market performance.  
 
Doing business in Brazil requires intimate knowledge of the local environment, including the 
explicit as well as hidden costs of doing business, referred to as “Custo Brasil” (US 
Commercial Service 2006). Brazil greatly differs from Australia when it comes to the degree 
of individualism, as Brazil places more emphasis on loyalty and collectivism. Brazil has also 
a significant higher level of power distance than Australia (Hofstede 2003). 
 
China is the most different of the three countries; the biggest difference compared to Australia 
is the long term orientation, which means that the Chinese have a more long-term thinking 
and more patience when it comes to overcoming rising obstacles, than Australians have. 
Another significant difference can however be found in the degree of individualism, where 
China emphasises collectivism and loyalty, which is paramount for the culture (Hofstede 
2003). Good personal relationships is often the most critical success factor in China (U.S. 
Department of Commerce 2002), therefore EcoNova has to be willing to develop close 
relationships with their Chinese partners, as well as local governments. Great differences also 
exist in the allocation of power and wealth in the society (Hofstede 2003). 
 
Spain has the highest uncertainty avoidance score of the three countries, resulting in a higher 
level of instituted laws, rules and regulations than Australia. Similar to Brazil and China, 
Spain has a rather low score of individuality compared to Australia (Hofstede 2003). 
  

6.7 The Internationalization of EcoNova 
EcoNova is at the moment focusing on expanding within Australia and has no present plans to 
expand their business cross boarders. However, Uhrig (2007) explains that the will to 
internationalize is there and as soon as resources can be diverted for this purpose they will 
formulate an internationalization strategy. Nevertheless, Uhrig (2007) has considered possible 
expansion strategies, mostly based on their current market strategy. 
 

6.7.1 The Uppsala Internationalization Model 
The model is based on the market commitment and knowledge of the company looking to go 
abroad. The company further internationalize stepwise as the risk of entering the foreign 
market gradually decreases (Johnson & Vahlne 1977). 
 
The internationalization is divided into two dimensions, where one looks at the psychical 
closeness and the other at the entry mode. A firm will enter the market that is psychically 
close to the home market first. This does not however fully fit in with EcoNova’s strategy, as 
Uhrig (2007) explains that the company first has to look at the market situation, in terms of 
the demand for waster water recycling products and the market’s economic capabilities. 
 
When observing the three markets’ psychical attributes, we can see that all markets differ 
quite substantially to Australia, with China being the most different (Hofstede 2003). 
Nonetheless, the three countries have in common that they all experience a high demand for 
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EcoNova’s products and services, and have the sufficient market commitment and the 
economic capabilities to create a market for EcoNova. 
 
The other dimension argues that a firm will chose the entry mode that requires less resource 
commitment in the beginning of a foreign market entry, to with time gradually implement 
other entry modes that demand more resource commitment. There are four steps that can be 
distinguished: no regular export, independent representative, sales subsidiaries, and 
production plans (Johanson & Vahlne 1977). Uhrig (2007) explains that: “There is no point in 
shipping big empty tanks throughout the world; they have to be produced locally. And then 
you can also cater for local specific requirements, for example electrical equipment voltage 
rate, and so on”. Therefore the first step; smaller exports, is excluded as an alternative of 
entry. Furthermore, the complexity of the products requires EcoNova to have an onsite 
production in the chosen market. 
 
The possible expansion strategies that Uhrig (2007) explained also follow a stepwise 
approach with consideration to resources available. Step one agrees with the second step of 
the Commitment model (see Figure 3) and would be done through country licenses, meaning 
that EcoNova will send a core team with skilled people to assist in the different stages of the 
start up. In order to transfer the technology to the licensee, the licensee is required to pay a 
fee. The licensee is then in charge of running the business (manufacture and sales). Step two 
involves setting up a local partnership that takes the risks and expenses, but gains the right for 
sales and production. EcoNova will continuously support and give advice to the partnership. 
Step three includes state or country reseller licenses, where EcoNova provides training and 
materials to the reseller licensee. The reseller has to place an initial order of minimum AUS 
$50,000 and has after six months to decide whether to upgrade to a franchise or to stop the 
operations. This step correlates with step three in the Engagement model (see Figure 3). Step 
four would have the same level of commitment as the present operation in Queensland 
(independent sales and manufacturing). 
 

6.7.2 The Network Approach 
The focus of the network approach is in the interaction of firms within a network, were the 
actual relationship and the exchanges between the firms creates the value. A firm is further 
dependent on resources controlled by other firms. The model claims that the 
internationalization begins in the domestic network and then expands internationally 
(Johansson & Mattsson 1988). This theoretical approach is consistent with EcoNova’s 
development, where the extensive domestic network is crucial for EcoNova’s expansion 
within Australia. Havila et al. (2002) argues that the network then extends beyond the 
domestic market’s borders, creating international connections. This is as well consistent with 
EcoNova’s situation, as they have many partners outside Australia, whose primarily concern 
is to find customers for EcoNova. 
 
Johnson and Mattson (1988) introduce four cases of internationalization with regard to the 
degree of internationalization of the firm and the market. The one that fits EcoNova is the 
Early Starter, which defines the network of a company which has few and unimportant 
relationships with companies abroad. Moreover, there is limited knowledge about foreign 
markets and it is hard to obtain this international knowledge through the domestic market. 
EcoNova’s network includes two large, international companies, however the interaction 
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between those and EcoNova, is limited. In order to overcome this problem, EcoNova has an 
international network with focus on seeking out international customers (Uhrig 2007). 
 

6.7.3 The rational approach 
The rational approach offers another view to a firm’s internationalization process; different 
alternatives are researched in order to target the alternative that has the highest return. The 
model further claims that a firm’s internationalization process can be explained by a trade-off 
between risk and control, as well as by the cost of the entry mode related to its objectives 
(Root 1987). The rational approach suggests that a company has to compare the benefits of 
different entry modes such as exporting or onsite-production (Erramilli & Rao 1993).  
However, the physical size of NovaClear makes it inconvenient and expensive to ship, hence 
export is not a sustainable option (Uhrig 2007). The rational approach also predicts that a 
company will employ a transaction cost analysis in order to evaluate the benefits of different 
entry modes, such as exporting or onsite-production (Whitelock 2002). EcoNova is clearly 
aware of the costs associated with different entry modes and has as a result developed three 
alternatives based on the costs and the level of commitment. EcoNova’s country license mode 
would be the cheapest one to implement in terms of production related investments; however, 
since the commitment is low (control), this also means higher transactions costs. On the 
opposite, EcoNova’s state or country reseller license mode requires high investments, related 
to production, but with a high level of commitment (control) (Uhrig 2007). Being a fairly 
young, small-medium sized company in the process of growth, EcoNova does not possess the 
same resources for market research, as a large company. The company can therefore not 
perform the same extensive market analysis, and is thus more dependent on local people with 
knowledge of how the market works, influencing the company’s entry mode. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 The internationalization of a sustainable  
water managing company 

 
 

By Julia Oldsberg and Sven A. Svensson 
- 47 - 

7 CONCLUSION & SUGGESTIONS FOR FURTHER RESEARCH 
 

In this final chapter of the essay, the theory and the empirical data will be 
interpreted and discussed to finally arrive to a conclusion together with 
recommendations and future research suggestions. The conclusion will 
accomplish the purpose and objectives of the study. 

 

7.1 The chosen markets 
Three markets where chosen based on theoretical evidence revealing areas of the world that 
suffer from water shortages and deficits in wastewater infrastructure. Proposed market 
requirements regarding market involvement, legislative environment, market capacity, 
commitment and needs, were also taken into consideration when selecting the markets. The 
markets were strategically chosen in order to spread the risk, and also offer great future 
expansion opportunities in three different economic areas. The markets are Brazil in South 
America, China in Asia, and Spain in Europe. The markets were researched according to the 
internationalization needs of the sustainable water managing company, EcoNova.  
 

7.1.1 Spain 
Comparing the psychic distance of the three countries with Australia, Spain and Brazil 
emerge as the psychically closest countries. Spain is however, compared to Brazil, in a more 
advantageous position, in terms of the country’s economic position, as well as being a part of 
the Euro zone, which offers access to the rest of the Euro-market. Looking into regulations 
and legislations, Spanish water and wastewater rules are adjusted to the EU standards, which 
therefore will simplify any expansion within the EU. As opposed to Brazil and China, it is not 
as hard for a foreign company in Spain to establish their presence, in regards to legislative and 
cultural issues. The product must however be certified to meet EU environmental standards, 
which are regulated under the EU directive 91/271, but this is also the only significant barrier 
to foreign investment in Spain. Spain is for these reasons the market that should be entered 
first. 
 
As Uhrig (2007) mentioned, all new markets that are entered requires someone who has the 
right knowledge about the market and other important facts that concerns EcoNova. Since it is 
relatively easy for a foreign company to enter the Spanish market, the level of commitment is 
higher than it would be for Brazil and China. EcoNova should for that reason establish 
production and sales offices in Spain on their own, according to the current model used for 
expansion in Australia. It is common for former state-owned companies and other Spanish 
firms to organize joint ventures to bid for water contracts. These ventures should be 
approached with the purpose of providing them with the skills and expertise that EcoNova has 
developed. This indicates that EcoNova will go directly to step four in the Uppsala 
Internationalization model, and thereby skip the incremental internationalization process. The 
success of this strategy will depend on obtaining the right human resources with particular 
knowledge about EU and Spanish environmental legislation and funding. Looking at the 
product NovaClear, there will most likely not be any modifications needed of significant 
measures, as the Spanish water and wastewater market is well in parity with the Australian 
market. To reach out to the whole Spanish market, EcoNova should use reseller licenses with 
the option to later develop into a franchisee, according to the present mode used in 
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Queensland, Australia. 
 
There are considerable shortages in the infrastructure related to the water supply and 
treatment networks in Spain’s. The EU is for this reason requiring Spain to expand their 
sewage networks. As a result, smaller communities with limited resources are looking into 
alternative water and wastewater managing solutions, in order to cut costs. Since EcoNova 
offers smaller decentralized systems, this should be a good potential market for the company 
to gain market share. Spain is moreover very positive towards water and wastewater recycling 
and has been placed as the first environmental market. The budget for water planning is 
steadily and rapidly increasing, and 2006 the government invested €2.156 million that would 
go exclusively to the water supply issue, money that EcoNova could take part of.  
Local Spanish companies manufacture water and wastewater equipment, primarily focusing 
on pumps, turbines, filters, and chemicals. Specialized technology equipment is however 
mostly imported, obviously and area in which EcoNova is at an advantage.  
 

7.1.2 Brazil 
The Brazilian market should be entered as number two. Brazil offers a good position on the 
South American market, where it is the largest economy. Brazil’s psychic distance is more or 
less at the same level as Spain. Not only is the Brazilian market very large, it also gives an 
access to other nations that are members of the free-trade agreement Mercosur. This 
agreement is further highly important, since it protects the country’s wastewater industry from 
imports. Despite the fact that Brazil must comply with WTO regulations regarding equal 
treatment of foreign and domestic companies, there is a non-official “buy Brazilian” policy 
that exists for government procurement, which also helps protecting the domestic companies. 
This unofficial policy means that companies’ that have their production facilities in Brazil are 
typically chosen over those who have not made these types of investments in the country. In 
addition, Brazilian law requires foreign bidders to be associated with a local firm.  
 
The competition on the Brazilian market is dominated by companies that have been present 
for over 30 years, with strong relationships on municipal and state level. Having a partnership 
with a domestic company is therefore vital for foreign companies in the wastewater market. 
All these factors points towards the fact that the initial commitment of EcoNova should be 
lower for Brazil than for Spain. Common practices of entering the Brazilian market are 
through a local agent, distributor or joint venture. Doing business in Brazil requires intimate 
knowledge of the local environment, including the explicit as well as hidden costs of doing 
business, referred to as “Custo Brasil”. When the adequate market knowledge is obtained, a 
company can move on to establishing a presence with a higher commitment to the market, 
which would involve own production and sales. A local partnership would therefore be the 
most appropriate entry mode for Brazil. In exchange for the partner taking the risks and 
expenses, they will gain the rights for sales and local production. EcoNova also helps in 
setting up production and gives support through their expertise.  
 
The future possibilities on the Brazilian water and waste market are bright. Brazil is the first 
country in Latin America and one of the first in the world to have a national water resources 
plan, which is aimed to secure water for millions over the next ten years. The plan includes 
investments not only on the provision of water resources, but also wastewater treatment to 
domestic households. It follows that the demand for wastewater equipment is high, and is 
further strengthened by a fast increasing population. About half of the urban and only 3 % of 
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the households are connected to public sewers. The situation offers a great opportunity for 
EcoNova as a domestic water/wastewater equipment and service supplier. It should although 
be noticed that because of the income disproportion that exists, only a limited group of 
potential buyers could afford the product, even though the product will be manufactured 
locally and thus have a lower retail price. There are two solutions available; simplifying the 
product to lower the price, or introducing the product to the Brazilian Social Action and 
Sanitation Program, who provides economic resources to wastewater projects. 
 

7.1.3 China 
The third market to enter will be China, who offers the biggest challenge for EcoNova. China 
is a given country for any business who wants to expand, and the size of the market for water 
and wastewater technologies in the country is enormous. Due to the rapid increasing amount 
of industries, the country is forced to deal with the environmental consequences that follow. 
Water supply and wastewater treatment have for this reason, together with the rapid 
population growth, become among the top ten priorities of the Chinese environmental 
protection and infrastructure development policies. Water supply pricing policies further 
promote wastewater reclamation, which compared to the price of municipal water supply 
appears as a substantially cheaper solution. A very small portion of the wastewater is 
currently being properly treated, which has lead to the Chinese government launching 
extensive environmental protection projects to improve the situation. China has committed 
itself to raise their amount of wastewater treatment to at least 50 % in urban areas and 70 % in 
its key cities. The wastewater treatment is a priority area for the government, where they 
encourage foreign investors to seek opportunities. There is further an expanding market for 
smaller water and wastewater facilities in rural areas. A major advantage that the Chinese 
market has is the fact that the recycled water can be used even in areas that are connected to a 
municipal sewage, which increases the potential size of the user group vastly.  
 
The issues discussed above, together with the fact that special legislation requires that in areas 
with water shortages, major industrial water users, large public buildings, and users locates 
beyond the public water supply system, have to construct a water reuse system, offers great 
opportunities for EcoNova. The opportunities are particularly great in the Northern parts of 
China, where severe water shortages are emerging. In addition, the most common water 
systems in buildings and residential areas are reuse water treatment, storm-water collection, 
and wastewater reclamation facilities that usually treat grey water. The demand for a small, 
decentralized, water and wastewater treatment system, like NovaClear and soon to be 
developed; Grey water system is enormous and EcoNova’s products are perfectly suited for 
these needs. 
 
Doing business in China is very much different from Australian practices, where relationship 
(guanxi), loyalty, and patience are of greatest significance. It is therefore of highest 
importance that EcoNova develops close relationships with their Chinese partners and local 
governments, since these are critical for EcoNova’s success. This radically different way of 
doing business indicates a high necessity of establishing the adequate knowledge of doing 
business in China. Therefore the initial commitment has to be lower, since the risk of failing 
on the market could mean long-term consequences in terms of bad reputation. A cautious 
approach has to be taken, which could be done through selling country licenses to carefully 
selected licensees. This is the lowest level of commitment, where the only commitment 
EcoNova has is to supply the license-holder with support and know-how through a team of 
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skilled people. The licensee would then have the right knowledge to start up manufacturing 
and sales, all provided for a fee of US $1 million. This insures that EcoNova gains the right 
market knowledge and reputation, in order to in the future increase their market commitment 
further. 
 
The competition is intense with about 32,000 water equipment manufacturing companies on 
the market. As in Brazil, economic disproportion and general low levels of living standards, 
limits the potential for EcoNova on the market. Even though manufacturing NovaClear in 
China will lower the price substantially, the market price will still be above the domestic 
manufacturers. The fact is that China’s domestic technology, equipment, and service sectors 
do not compare favourably to imported products, but they do compete favourably with low 
prices, easy access to domestic markets, and continuous improvements in quality. Even with 
superior quality, the Chinese buyers are often more concerned with financing and price, which 
makes a higher price a barrier. This will be a problem for EcoNova, who instead should focus 
on developing a less complex product to target the middle range market, and with NovaClear 
targeting the higher end of the market. 
 

7.2 The applicability of internationalization models 
When looking into a sustainable water managing company, in this case EcoNova, it becomes 
clear that no internationalization model perfectly fits the ambitions for internationalization. 
Instead the findings are that an Early Starter, such as EcoNova, works through networks on a 
domestic and international basis, but the decisions to enter a market is based on the Rational 
Approach, where transaction costs, the general state and needs of the targeted market, and 
control levels, are important issues that have to be weighted according to the company’s 
objectives. When the market finally has been chosen, the entry modes do to a certain extent 
follow a stepwise approach, according to the Uppsala Internationalization model. However, 
starting with exporting activities, as step one indicates, is neither economically, sustainable 
nor rationally feasible for this type of company with products of this size. The 
internationalization process instead follows another set of steps (see Figure 6). Moreover, the 
importance of the psychical closeness of markets is not really in focus for this case when it 
comes to initial decisions related to market selection. Again the rational perspective offers a 
more suitable explanation, where the evaluation of the market demand and financial capability 
takes a more central role, followed by the factors related to the psychic distance. 
 
The findings of this research are that a water managing company base its internationalization 
on firstly the market needs and financial situation, secondly growth opportunities, thirdly the 
market competition, and finally the psychic distance. These factors have to be matched to the 
company’s resources, objectives and orientation, so that the perception is aligned with the 
reality and subsequently can achieve a successful market entry. 
 
 
 
 
 
 
 
 
 



 The internationalization of a sustainable  
water managing company 

 
 

By Julia Oldsberg and Sven A. Svensson 
- 51 - 

In conclusion, on the basis of the discussed internationalization models, the 
internationalization process of a sustainable water managing company will follow the mixed 
approach below. 
 
Figure 6 – Internationalization Model 
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Figure 6 illustrates the three internationalization models when they have been put together, in 
order to explain the decision process aimed towards the internationalization of a sustainable 
water managing company. The middle factors relate to the experienced knowledge of the 
organisation and the decision processes the factors in Market (left box) and Company (right 
box) have to go trough in order to set the level of commitment regarding internationalization 
(the bottom box). The Company box is the internal factors of the company together with the 
goals and current business idea, and the Market box is the external factors of the potential 
international market that will be looked at when considering a level of commitment. The 
conclusion of all these factors will then form the decision regarding the level of commitment 
from low (left end of scale) to high (right end of scale). At the bottom of the model follows a 
summary of the theory used together with their characteristics. 
 

7.3 Suggestions for future research  
It would be interesting for future studies to make further research within this topic considering 
how pressing this issue is for the future stability of world economic relations. Academically 
speaking this study could involve companies within water recycling that already have gone 
international. The study would look at their internationalization strategies with the purpose of 
developing general guidelines aimed at helping other innovative companies that are thinking 
about an international expansion. 
 
Another suggestion would be to do the same research based on a non-profit company, aiming 
to target the most economically unstable and severely effected countries of the world. 
 
If more resources were available, a follow up study on this research, as well as on the last 
suggested here, could be performed as a new case study with the purpose of following the 
actual internationalization process and evaluate successful and less successful factors. 
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