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Abstract 

Title: The influence on ethical behaviour of established foreign companies when 

entering emerging markets - A case study of two Swedish companies in Kazakhstan. 

 

Background: Companies always look for opportunities to expand their businesses 

internationally as it is the way for them to grow beyond its current status. Nowadays, 

emerging markets seem to be very attractive in terms of economic growth. Thus, there is 

a tendency towards foreign direct investment inflows to emerging market economies. 

However, these markets can be very risky and there is no guarantee of success. 

Companies would have to be ready to face challenges and obstacles related to the 

unfamiliar environment. They would have to deal with the internal confrontation of 

whether to accept or reject the local rules of the game as well as to face difficulties in 

terms of maintaining a high standard of business ethics and promoting best corporate 

governance practices. Overall, the conditions of these markets can negatively affect the 

ethical behaviour of established foreign companies which in turn can negatively affect 

the reputation and brand value of these companies. 

 

This paper describes and analyzes the above issues through a case study of two Swedish 

companies in the market of Kazakhstan: Tele2 and TeliaSonera. 

 

Purpose: The aim of this study is to analyze the effects of emerging market economy 

conditions of Kazakhstan on companies control structure or code of conduct, 

specifically how they can handle the internal confrontation and maintain a high standard 

of business ethics and corporate governance practices. Therefore, the tasks were also set 

to describe and analyze the entry process of two Swedish telecom companies into the 

market of Kazakhstan in order to improve the understanding of Swedish companies’ 

preparations, strategy of entry and operations when entering an emerging market of 

Kazakhstan. 

 

Methodology: The research thesis is based on the case study approach which uses a 

qualitative method to obtain the necessary data. Primary data was collected through 

interviews with the above mentioned two Swedish telecom companies in Kazakhstan. 

Secondary data was collected from e-sources.  
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Findings/ Conclusions: In this research, I found that the best entry strategy for entering 

Kazakhstan is to form a joint-venture with the local partner, but if the company had an 

earlier experience in similar markets, then the acquisition strategy can be chosen. With 

regard to the ethical issues, factors such as a weak legal framework, a high level of 

corruption, poor corporate governance and cultural differences between Sweden and 

Kazakhstan as well as individual factors of all stakeholders including the manager may 

have a negative effect on the ethical behaviour of Swedish companies entering and 

operating in Kazakhstan. It is revealed in this study that Swedish companies manage to 

confront ethical dilemmas by choosing to “go at it alone”. To be able to confront these 

issues, companies should set their own bar for how to act as ethically and responsibly. 

Also, they should ensure the enforcement of codes of conduct, corporate governance, 

ethics training, ethical role model of top management and whistle-blowers policy. 
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1 Introduction 

This research thesis is focused on identifying the reasons how and why the ethical 

standards of established foreign companies in developed markets can be violated in the 

process of entering into new emerging markets and how these companies can manage 

this in order to maintain their reputation and brand value worldwide. The study is 

based on two Swedish companies established in the market of Kazakhstan, which are 

TeliaSonera and Tele2. 

 

1.1 Background 

1.1.1 An Overview of FDI 

The phenomenon of foreign direct investment (FDI) and transnational corporations 

started to gain its importance in 1960’s (Denisia, 2010). Transnational corporations are 

those firms that are present in more than one country. The United Nations Conference 

on Trade and Development (UNCTAD) defined transnational corporations as follows: 

“Transnational corporations (TNCs) are incorporated or unincorporated enterprises 

comprising parent enterprises and their foreign affiliates. A parent enterprise is defined 

as an enterprise that controls assets of other entities in countries other than its home 

country, usually by owning a certain equity capital stake.” (Unctad, 2016). UNCTAD of 

the United Nations is a responsible body for developing FDI. It was formed in 1964 and 

provides direct technical assistance to developing countries and countries with 

economies in transition in order to be integrated into the world economy through the 

promotion of FDI (Unctad, 2016).  

 

FDI differs from other international investments. Caves (1996) defined FDI as: “FDI is 

the investment made by a company outside its home country. It is the flow of long-term 

capital based on long-term profit consideration involved in international production”. 

This definition is incomplete as it ignores issues regarding control and management. 

There are two forms of international investment such as portfolio investment and direct 

investment. Portfolio is when the investor buys non-controlling portion of any financial 

security and direct is when the investor takes a participation in the control and 

management of business venture. Direct investment is known to contribute more to 

economic growth than the portfolio investment (Ekienabor, Aguwamba and Liman, 

2016). According to Lipsey (1999), FDI involves some degree of control of business 
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venture which is located in the country not where the investor is. This definition 

includes the control which is the main characteristic that makes FDI to be different from 

portfolio investment. 

 

Most OECD countries use definition of FDI developed by IMF and OECD. Since the 

study is based on Swedish companies in the market of Kazakhstan, this paper uses the 

definition of IMF and OECD, as Sweden is a member of OECD and Kazakhstan is 

willing to beсome its member (OECD, 2016). As such, IMF and OECD define FDI as 

follows: “FDI is a category of investment that reflects the objective of establishing a 

lasting interest by a resident enterprise in one economy (direct investor) in an enterprise 

(direct investment enterprise) that is resident in an economy other than that of the direct 

investor. The lasting interest implies the existence of a long-term relationship between 

the direct investor and the direct investment enterprise and a significant degree of 

influence on the management of the enterprise. The direct or indirect ownership of 10% 

or more of the voting power of an enterprise resident in one economy by an investor 

resident in another economy is evidence of such a relationship.” (VanDuzer, Simons 

and Mayeda, 2013). 

 

In the beginning of the 1990’s there was a new period in the history of FDI, because 

countries in a transition got involved in the process of international capital flows when 

deregulation had opened up the way for it. FDI inflows into the transition economies 

have begun to grow rapidly since 1990’s (Oxelheim, 1993). A number of countries, 

including Kazakhstan, started actively attracting FDI. In the wave of third 

globalization
1
, FDI flows between countries have significantly increased and become a 

primary motor of globalization today (WTO, 2016; Johnson, 2008). 

 

Several researchers tried to explain the phenomenon of FDI with use of different 

theories and through developing different models (Hosseini, 2005; Mundell, 1957; 

Kojima and Osawa, 1984). However, there are no unified theoretical explanation and 

chances are very low for the occurrence of such (Denisia, 2010). According to 

Oxelheim (1993), there are four categories of determinants of FDI which are 

microeconomic, macroeconomic, macro-political and micro-political. Dunning (1993) 

identified three main investment motives which are resource-seeking, market-seeking 

                                                 
1
 Please see Appendix A regarding three waves of globalization 
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and efficiency-seeking. Based on Johnson (2006), FDI determinants in Commonwealth 

of Independent States (CIS) countries including Kazakhstan are driven by a resource-

seeking factor. Resource-seeking factor is when the company is interested in particular 

types of resources being unavailable at the home country or if they are cheaper than the 

home country (Franco, Rentocchini and Vittucci Marzetti, 2008). Campos and 

Kinoshita (2003) also showed that the main motivation for FDI in CIS is the resource-

seeking factor. 

 

FDI is one of the most striking features of the global economy as it influences the 

economy of the host country, as it has the effect on the economic growth, general 

welfare, production and exports (Forte and Moura, 2013). It is clearly one of the 

absolute key factors of economic development especially for developing countries such 

as Kazakhstan (Loungani and Razin, 2001). FDI can be good for both investor and 

recipient country. There is a number of reasons for why countries try to attract FDI by 

developing different policies for the investor to benefit from them. First of all, it gives a 

great chance to look for the highest rate of return. Second, diversification opportunities 

reduce risk for the owner of capital. Third, the distribution of best practices in corporate 

governance, accounting rules and legal traditions across the world. Fourth, global 

capital mobility diminishes the practice of bad policies (Razin and Sadka, 2007). 

Additionally, Feldstein (2000) stated the benefits of FDI in the transfer of technology, 

human capital development and corporate tax revenues in the recipient country. There 

are countries trying to compete for FDI by offering some benefits in terms of cutting 

corporate tax rates (Baccini, Li and Mirkina, 2014). Logically, cutting corporate tax 

rates, should make countries to be more attractive for investors and in turn, should bring 

more tax revenues in total. However, it all depends on the economic climate of the 

country, a general picture in comparison with other countries. 

 

In contrast to the above, a group of scholars emphasized that FDI moves jobs from 

high-income countries to labor-abundant economies causing a decline on wages, known 

as “race to the bottom” (Wilson, 1996; Seguino, 2007; Vijaya and Kaltani, 2007; 

Mehmet and Tavakoli, 2003). The main goal for companies is to maximize the returns 

to their investors. Therefore, global companies are mostly focused on their own growth 

and productivity meaning that they are not aimed in making their countries to be more 

competitive. For example, one Apple executive said once: “We don’t have an obligation 
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to solve America’s problems. Our only obligation is making the best product possible”.  

It shows that companies are more likely to care about their pofits rather than about their 

nation states (The Huffington Post, 2016). Another example is Nike producing their 

shoes in developing countries (Vietnam, Indonesia etc.) with reduced regulation, lower 

taxes and lower real wages. This makes the profit to increase while the wages to 

decrease in the focal country where Nike sells, but not produces (Globallabourrights, 

2016). 

 

Thus, from one perspective FDI can have a positive effect, but from another perspective 

it can have a negative effect. In general, FDI changes growth potentials around the 

world. 

 

1.1.2 Strategic Choices When Entering Emerging Markets 

Companies always look for new growth opportunities (Anthony, 2008). Since the 

developed markets are mature having the risk of stagnation in many cases, companies 

and investors tend to enter undeveloped emerging markets which offer an attractive 

opportunity to grow (Oakley, 2011). Emerging market economies are those countries 

that have the potential for rapid growth since their economies are not yet mature, they 

have great opportunities to expand further in combination with a low income and use of 

economic liberalization as the their main engine of growth. It is also countries with 

concentrated political power and with extensive problems in ongoing corruption (Peng, 

2003; Mody, 2004). Oxelheim (1993) argues that the Triad economies (USA, Europe 

and Japan) would heavily depend on FDI in emerging market countries. According to 

Cavusgil, Ghauri and Agarwal (2002), the world’s growth would heavily rely on 

emerging markets. 

 

Since emerging market countries transform their economies rapidly, it is important for 

companies to have an appropriate strategic approach and count for rapid changes and 

variability, otherwise they can easily lose the market (Atsmon, Kertesz and Vittal, 

2011). Child (1972, 1997) and Oliver (1991, 1992) mentioned in their studies that 

organizations face different institutional pressures and the strategic choices form as the 

response to these pressures and change depending on them. 
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Peng (2003) stated that the foreign company when entering emerging markets can be 

described by a two-phase model of institutional transitions such as the early phase and 

the late phase of transitions. During the early phase, managers of foreign companies are 

forced to depend on the informal relationships with managers of other companies and 

even government officials due to the uncertainty of environment. They usually choose 

to have joint ventures and alliances with local partners because of the learning curve for 

the unknown environment is time-consuming. They also tend to use local brands to 

minimize their foreign image. During the late phase, foreign companies usually want to 

have wholly owned subsidiaries and acquisitions because they have already gained the 

experience at this stage and can predict the regulatory environment. So, they become 

less dependent on the networks and help from local partners (Peng, 2003). 

 

1.1.3 Growth Opportunities and its Consequences 

In connection with the new local environment, companies and investors face different 

obstacles and challenges. As the local environment in terms of cultural settings, political 

situation, accounting regulation issues, corporate governance etc. is uncertain, the 

company is involved in multifaceted risks. Risks can be related to environment, labour 

rights, human rights and bribery which can all influence the ethical behaviour of 

company and further undermine, or at least threaten the reputation of a company brand. 

 

Companies are viewed being ethical when the trade off between the economic objective 

and its social obligations is reached (Usunier, Furrer and Furrer-Perrinjaquet, 2011). If it 

is not reached, then the company is viewed being unethical. Large companies can be 

described as set of contracts with separation of ownership and control where 

shareholders own the business and assign directors to oversight top managers running a 

business (Fama, 1980). Since managers make decisions, then it is also important to 

consider the managerial ethical behaviour which is also affected by the external 

environment, organization and manager himself/herself as a person (Schermerhorn and 

Wright, 2008). Thus, there is a dilemma for foreign companies and they need to tackle 

with the problem of internal confrontation trying to maintain these high ethical 

standards when entering emerging markets. 

 

The brand which is a core component of corporate reputation becoming more and more 

important due to the intense competition and increased globalization (Fan, 2005). It is 
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not easy to create and maintain a strong brand, but it can be damaged overnight (Curtin, 

Hayman and Husein, 2005). Brand is considered to be an important asset that plays a 

significant role in increasing future value in the company (Oldroyd, 1994). 

 

To ensure all of the above, there is a need in better corporate governance in emerging 

markets, as it is essential for organizations and governments for working together in 

society. The promotion of sound corporate governance practices in Kazakhstan could be 

done by foreign companies entering the market. 

 

To be successful in emerging markets, foreign companies should have a clear 

understanding of doing business in this particular country. The understanding of certain 

business processes helps to understand the potential risks related to market, financial 

and operational issues. The most common risks in emerging markets are related to the 

local governance practices, unpredictable regulatory and political environments, 

valuation challenges, quality of financial information, ever-changing tax regimes, lack 

of infrastructure, family and friends working together in the whole company and so 

forth (Deloitte, 2016).  

 

1.1.4 FDI in Kazakhstan: A closer look 

Kazakhstan is a developing, former Soviet Union country, so-called emerging market. 

Kazakhstan is rich in natural resources. It holds the second place in terms of uranium, 

chromium, lead and zinc reserves, third in manganese, fifth in copper and in the top ten 

for coal, iron and gold in the world (Mineralcorp, 2016). Furthermore, Kazakhstan 

holds the eleventh place for petroleum and natural gas reserves (Crisisgroup, 2016). 

 

The GDP growth in Kazakhstan was 4.1 percent in 2014, but it declined to 1.2 percent 

in 2015 due to the recent decrease in oil prices because oil and gas is the leading sector 

of the economy at the moment, so the growth mainly relies on oil prices (Statgov, 

2016). Nevertheless, GDP growth is forecast to rise to 3.3 percent next year 

(Dataworldbank, 2016). 

 

Education level is fairly good and is one of the priorities for Kazakhstan. In 2011, 

Kazakhstan took the first place in the UNESCO “Education for All” Index due to nearly 

one hundred percent coverage of primary education, adult literacy rate and gender 
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equality. Kazakhstan is planning on carrying out major reforms at all levels of the 

educational system during next ten years (Worldbank, 2016). 

 

Infrastructure is relatively good as well. However, it needs further developments as in 

other former Soviet republics, especially roads, transportation and telecommunications. 

The development of construction industry, telecommunications and transportation 

sector are generally important because it improves the overall business climate which 

would make other sectors to be attractive for further investments (Uskba, 2016). 

 

Kazakhstan is potentially very attractive for FDI because of the stable macroeconomic 

indicators for the last years as well as corporate tax benefits and sustainable 

development measures (Group-global, 2016). Currently, Kazakhstan aims to attract the 

interest of investors in particular in non-oil sectors for the economic diversification 

because oil and gas industry still remains as the leader in attracting FDI. To attract 

investors for non-oil sectors, Kazakhstan offers 10-year corporate tax breaks (The 

Moscow Times, 2016). 

 

As of today, USA, Great Britain and France are the main countries that invest in 

Kazakhstan (Ensantandertrade, 2016). Sweden being an innovation frontrunner is 

widely known in Kazakhstan by investing in the telecommunications market by two 

Swedish companies which are TeliaSonera and Tele2 (Reuters, 2016). According to the 

interview of Lars Nyberg, former chief executive officer (CEO) of TeliaSonera, it is 

irrational to rely only on gas and oil industry especially in the long term and thus to 

diversify the economy is the absolute right strategic objective of Kazakhstan (YouTube, 

2016). With that being said, Swedish companies contribute to the development of 

Kazakhstan by investing in telecommunications market. It is worth noting that since the 

country is the ninth largest in the world, there is a great challenge for mobile network 

operators in terms of coverage across large areas (TeliaSonera, 2016). 

 

1.1.5 Historical development of Telecommunications Market in Kazakhstan 

Currently, there are five mobile operators, Kcell, Activ, Tele2, Beeline and Altel and 

several internet providers in Kazakhstan (Investgov, 2016). Kcell and Activ belong to 

TeliaSonera, Beeline belongs to Russian operator VimpelCom and Altel belongs to 

national operator JSC Kazakhtelecom (Altel, 2016; RBC, 2016; VimpelCom, 2016). 

https://en.wikipedia.org/wiki/Chief_executive_officer
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TeliaSonera has been operating in country for decades under Kcell and Activ brands 

with the current ownership of 61.9% (TeliaSonera, 2016). TeliaSonera is the fifth  

largest telecom operator in Europe aiming to provide customers with the best services 

and newest technology. It was founded in 2002 through the merger of two previous 

incumbents Telia and Sonera (Teliacompany, 2016). 

 

Tele2 came to Kazakhstan later on trying to win over the market share from TeliaSonera 

(Reuters, 2016). Tele2 is a fast-growing European telecommunications operator whose 

aim is to provide a good service for a low price. In many countries including 

Kazakhstan, the appearance of Tele2 formed a competitive environment because of 

more accessible service to the general public (Almatytele2, 2016). In Kazakhstan, Tele2 

appeared in the same year when it was the introduction of 3G in 2010 by purchasing a 

controlling stake (51 percent) in the local operator Neo that had a license to provide 

mobile services in standard GSM 900 in Kazakhstan (Respublika-kaz, 2016). Hence, 

Tele2 bought it to develop this standard further. After the completion of acquisition of 

local operator, Tele2 replaced the equipment with modern one, updated the product 

portfolio together with marketing platform network and started to operate under Tele2 

brand in Kazakhstan. It caused a stir among the people of Kazakhstan because of key 

advantages of the new brand which are good quality and significantly low prices 

(Almatytele2, 2016). 

 

In March 2016, national operator JSC Kazakhtelecom and Tele2 Group agreed to merge 

their subsidiaries Altel and Tele2 operators which lead to the emergence of a strong 

player in the telecommunications market of Kazakhstan. JSC Altel was founded in 1994 

and owned by national operator JSC Kazakhtelecom. It was the first mobile operator in 

Kazakhstan (Respublika-kaz, 2016). Lately, TeliaSonera operating under Kcell and 

Activ brands changed the position of JSC Altel in the market and has always been the 

leader among mobile operators in Kazakhstan (TeliaSonera, 2016). However, it could 

not develop further because the only company in Kazakhstan that had a license for the 

use of LTE standard (4G) was JSC Altel. TeliaSonera tried many times to get the 

license, but with no success. In the end of 2015, TeliaSonera announced its decision of 

focusing only on European markets and leaving Kazakhstan as well as all other former 

Soviet Union markets, except Russian. Such decision was made because of a recent 



  
 

9 

scandal in Uzbekistan in 2012 when TeliaSonera was accused of corruption by paying 

to the daughter of president of Uzbekistan in order to be able to get the license for 

operating in the country (Respublika-kaz, 2016). Also, Natalia Malyarchuk, the 

chairman of anti-corruption organization Transparency International Kazakshtan, 

commented on the decision of TeliaSonera to leave Kazakh market that Kazakhstan's 

business world is “super-obscurity” and that no company can access the market without 

an agreement with the state. She further stated that TeliaSonera was not an angel but 

still the decision of such a large company to leave the market could mean that there 

would be a need to think about the business climate in Kazakhstan (Svd, 2016). 

 

As it was mentioned above, JSC Altel was the only one having a license for the use of 

LTE standard, but had a little coverage of the territory of Kazakhstan. This problem was 

solved by the result of merger with Tele2 (Respublika-kaz, 2016). After the merger, 

Tele2 Kazakhstan became the second operator after Altel that has deployed LTE 

network nationwide (Almatytele2, 2016). The new company (Altel and Tele2) controls 

80 percent of the mobile internet market in Kazakhstan. Tele2 owns 51 percent of the 

voting and 49 percent of ordinary shares in the joint venture, so Tele2 retains the control 

over company (Respublika-kaz, 2016). The merger of these two companies has finally 

allowed for other operators such as Kcell (TeliaSonera) and Beeline Kazakhstan 

(Russian operator) to have the access to 4G, but only if certain requirements are fulfilled 

by these companies in terms of coverage. TeliaSonera and a Russian operator have 

complained about unequal conditions in this market (CNews, 2016). 

 

All the foregoing shows that transnational corporations while entering emerging 

markets should have a positive effect on the development of a country in general. 

However, there are different potential entry barriers such as bribe and corruption, poor 

legal protection and monopolies in most of cases (Abraham, 2014). This is how such 

undeveloped markets are run. Therefore, it happens often that transnational corporations 

are engaged in unethical business practices while doing business in these markets. 

Examples of such are VimpelCom (controlled by Russian investor and second biggest 

shareholder is Norwegian Telenor) and TeliaSonera scandals during 2006 – 2012 when 

companies paid to Uzbekistan officials in order to be able to enter the market, BP 

scandal in 2008 when company had to bribe Kazakhstan officials in order to win oil 

rights as well as Chevron when company also paid bribes to Kazakhstan officials at the 
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same time lobbying its interests which continued from the Soviet Union era until it was 

revealed in 2003 (Ft, 2016; OCCRP, 2016; Abiri, Emiri and Deinduomo, 2009; 

Fileejatlas, 2016). These examples show that it is an actual problem faced by 

transnational companies when entering emerging markets which should be further 

studied more closely. 

 

1.2 Problem Discussion 

TeliaSonera and Tele2 entered Kazakhstan’s market with the main purpose of having 

business growth since the home markets in the Nordics are seen as mature (Reuters, 

2016; Respublika-kaz, 2016). Global companies operating on the international arena 

have responsibilities in both home markets where they are headquartered and host 

markets which they enter for futher growth (Dlabay and Scott, 2001). They have an 

economic and ethical responsibility for both markets (Paniagua and Sapena, 2013). 

Hence, they are expected to work towards the economic development and be in 

compliance with societal expectations and standards as well as the local legal standards 

of the host country. The key to success or failure in the host country is a social 

responsibility. There is evidence that FDI and international business contribute to the 

enhancement of social responsibility (Bardy, Drew and Kennedy, 2011). Being a good 

guest in a host country is not enough, they have also responsibilities in their home 

countries. They must be in compliance with the social, legal and economic mandates of 

home countries (Dlabay and Scott, 2001). 

 

The structure of companies is shaped by responses to formal pressure from other 

organizations or in accordance with the developed standards by external institutions. 

Such institutions define rules, procedures and structures for companies to secure 

organizational legitimacy, which can be defined as “a generalized perception or 

assumption that the actions of an entity are desirable, proper, and appropriate within 

some socially constructed system of norms, values, beliefs, and definitions.” If 

companies develop internal structures by responding to the external pressure from 

institutions (“isomorphic”), then they would be rewarded with the enhanced legitimacy 

and reputation (Wright and Rwabizambuga, 2006). 

 

In this way, each company develops its own code of conduct for how the business 

should be conducted. The code is developed for the protection of company’s reputation 
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to ensure for all interested parties that the business is conducted responsibly. It is used 

as a tool for a better management and enhancement of relationships with all 

stakeholders (Wright and Rwabizambuga, 2006). The code is mainly based on 

developed worldwide principles considered to be right and wrong which can be 

explained by the balance of different theories. Absolutists believe that there are three 

main principles around the world that explain ethical imperialism. Firstly, it is the 

respect for different cultural traditions. Secondly, moral truth should be expressed with 

use of only one set of concepts. Thirdly, belief in a global standard of ethical behaviour 

(Donaldson, 1996). Donaldson (1996) stated that absolutists find that if one is wrong for 

one then it is wrong for everyone, no differences in thinking of wrong and right, while 

relativists think that nothing is sacred and nothing is wrong. Therefore, based on 

different theories, there are generally three main principles that should guide companies 

such as local traditions and core human values should be respected as well as the 

believe in a context when it comes to decide on what is right and what is wrong. 

 

It happens sometimes that companies cannot decide in a host country on whether it is an 

ethical way of doing business or not because some things are accepted in one country, 

while are not accepted in another (Donaldson, 1996). It can be challenging to write the 

code of conduct that could suit a global workforce. Baker (2005) showed in her studies 

with respect to the code of conduct that there is a convergency among countries on 

some issues e.g. labor issues, discrimination issues, facilitation payments, but there is 

also a lack of convergence on e.g. environmental and human rights issues, lack of any 

international standard for socio-economic, bribery/corruption, financial transparency 

etc. In his study, Peterson (2001) showed importance of developing standards and codes 

of good practice for developing countries to minimize the risk for companies to violate 

the code of conduct. Thus, countries that understand the vital role of developing codes 

of good practice would make companies operating in this country to have well 

functioning model of self-regulation. 

 

In his research, Jansson (2007) showed that multinational companies usually behave 

themselves like they behave in their origin countries, which is problematic and can be a 

result of having success or failure. It is not necessarily that companies that had a success 

in their home countries, would succeed in the emerging markets (Jain, Manson and 

Sankhe, 2005; Jansson, 2007). They are used to operate as they operate in their home 
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countries, so they have the problem of internal confrontation towards accepting or not 

accepting the rules of the game in new markets they start operating within. Improper 

decisions and actions could jeopardize their ongoing business activity (Donaldson, 

1996). 

 

Peng (2003) states companies have the choice between “go local” which is to adapt to 

the country's situation and working relationships or “go at it alone” which is to speed up 

the regulatory process and continue working with international rules as far as possible. 

Companies that already have working business systems and certain ethical requirements 

do not want to risk ending up in a situation where they can be accused of favouring 

corruption and the use of bribes to get the support they need from e.g. the state agencies 

(Peng, 2003). However, it is not easy for such companies to promote their best practices 

in corporate governance, accounting rules and legal traditions when operating in 

emerging markets because of the settings of recipient countries mentioned by Gilespie 

(2007) that any transplanted law faces the challenges of being transplanted and adapted 

depending on the settings of recipient countries. 

 

Mohapatra and Sreejesh (2012) found in their study that the ethical behavior of 

companies in emerging markets is affected by corporate governance and a legal 

framework. They also showed that the ethical behavior and corporate governance are 

negatively correlated meaning that the better governance would decrease the unethical 

behavior of companies (Mohapatra and Sreejesh, 2012). Based on La Porta, Lopez-de-

Silanes, Shleifer and Vishny (1998) indices, the corporate governance itself is affected 

in each country by legal traditions such as follows: 

1. Legal protection of shareholders (partly if there are shares with different voting 

rights, partly how well minority ownership is protected); 

2. Legal protection of creditors (what happens to different credits, reorganization 

of company and collateral in bankruptcy); 

3. Legal enforcement (how effective the legal system is, how well accounting 

standards are developed and corruption level). 

Also, La Porta et al. (1998) show the relationship between corporate governance and 

corruption and that there is an increase of corruption level in case of poor governance. 

The corruption is facilitated when there are weak underlying economic conditions 

caused by the contribution of poor governance to low growth and other bad outcomes 
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(Rose-Ackerman, 2004). Therefore, Rose-Ackerman (2004) proposed to focus more on 

the “good governance” promotion rather than anti-corruption campaigns. 

 

Sweden has zero tolerance against corruption and fraud. The Swedish Corporate 

Governance Board makes sure that companies have good corporate governance in 

Sweden (Corporategovernanceboard, 2016). Kazakhstan has no well developed legal 

protection of minority shareholders and laws are not well maintained showing that the 

legal system is not that effective in its execution. In respect to the corruption level, it 

was marked as being very high (TeliaSonera, 2016). On the company level, all these 

factors affect the corporate governance system. Hence, the risk of unethical behaviour 

of companies is substantially lower in Sweden than in Kazakhstan. Thus, there is a 

potential threat for Swedish companies to violate the code of conduct which they follow 

in Sweden and be involved in different scandals related to unethical practices and 

corruption in the market of Kazakhstan. 

 

As mentioned earlier, the corruption scandal in Uzbekistan is a result of all those 

problems mentioned above which finally led to the decision of TeliaSonera to leave the 

former Soviet Union markets including Kazakhstan. The scandal itself is neither good 

for Uzbekistan nor for TeliaSonera. The conditions of Uzbekistan made TeliaSonera to 

violate their own code of conduct as well as the code of corporate governance it follows. 

Further, the company was highly criticized for its actions which negatively affected the 

reputation of TeliaSonera. To prevent the occurrence of such scandals in Kazakhstan, it 

is of great importance to learn from companies that have already entered the emerging 

market and have the relevant experience. This can help other companies that are 

thinking of operating in emerging markets, to decide better on their strategic choices of 

how to enter the emerging market and if they even should enter the emerging market. It 

can also help them to be ready for dealing with the situation of internal confrontation 

and be able to follow their own code of conduct in order to minimize the risk of any 

unethical practices. For that reason, the main focus of this thesis is laid on exploring the 

effects of emerging market conditions of Kazakhstan on ethical behaviour of Swedish 

companies. 

 

1.3 Research Questions 

Based on the above problem discussion, the research questions are as follows: 
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1. How and why the ethical behaviour of two Swedish telecommunications 

companies entering the market of Kazakhstan is affected by the emerging 

market economy conditions of this specific market? 

 

2. How do they handle the internal confrontation in terms of accepting or rejecting 

the rules of the game in the market of Kazakhstan in order to maintain a high 

standard of business ethics and corporate governance practices? 

 

1.4 Purpose 

The study aims to describe and analyze the entry of two major Swedish 

telecommunications companies into Kazakhstan in order to increase the understanding 

of Swedish companies’ preparations, strategy of entry and operations when entering an 

emerging market of Kazakhstan. The main aim of this study is to analyze the effects of 

emerging market economy conditions of Kazakhstan on the companies control structure 

or code of conduct specifically how they can handle the internal confrontation and 

maintain a high standard of business ethics and corporate governance practices. 

 

1.5 Practical Implications 

The study results provided in the form of recommendations may be of relevance to 

Swedish companies if they consider doing business in an emerging market of 

Kazakhstan. 

 

1.6 Practical Demarcations 

The research is focused on one country within emerging markets which is Kazakhstan 

because I am from this country and studying in Sweden makes me interested in 

analyzing the connection between Sweden and Kazakhstan. 

 

Empirical data will be gathered from TeliaSonera and Tele2. It is important to bear in 

mind that both companies included in the study represent the telecommunication market 

and no other markets of Kazakhstan. 
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1.7 Value of This Research 

This research can be important for a number of reasons. There is a lack of analysis of 

emerging market, in particular Kazakhstan. Further, this project can be useful for 

Swedish companies that consider running their business in Kazakhstan, or other similar 

markets/countries. 

 

As Power (2007) stated companies face uncertainty, and this uncertainty has to be 

organized so that companies could define the risks they might face and also be well 

prepared for them. This paper can be viewed as a contribution of organizing this 

uncertainty concerning the issues of this study for Swedish companies in the emerging 

market of Kazakhstan in order to better prepare them, so that they do not violate their 

ethical code and do not threaten the reputation of the entire company brand. 

 

Additionally, companies may ease the process of early stage transition mentioned by for 

example Peng (2003) by saving their time and money on learning the environment and 

getting the theoretical experience of operating in such markets. They can even skip the 

early stage of transition since they are already reluctant to be the part of the local game 

when entering the emerging market. By doing so, they would choose to “go at it alone” 

and promote their sound corporate governance practices. This is also what Kazakhstan 

might need to learn from the experience of foreign entrants of mature markets rather 

than forcing and pressing them to play the local networking game. It would definitely 

contribute to the development of Kazakhstan not just economically, but in all other 

aspects of the country’s economic life as well.  

 

Inadequate corporate governance facilitates the corruption and the whole world seems 

to fight against it. Unfortunately, the corruption still takes place in many developing 

countries and emerging markets, including Kazakhstan. By preparing Swedish 

companies not to involve in this and stay on alert, would practically decrease the 

corruption in Kazakhstan leading to the decrease of corruption in the world as well. 

 

At last and theoretically very important, according to Mohapatra and Sreejesh (2012), 

corporate governance has an impact on ethical behaviour in emerging markets. 

Therefore, the study can contribute to the understanding of this link between the ethical 

behaviour and corporate governance structure at companies that operate internationally. 
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Better understanding of this link would help to understand why firms violate their own 

code of conduct.  
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2 Method 

The research is based on the case study approach explained by Yin (1994) using more 

of a qualitative method to collect required primary and secondary data. The obtained 

data is accurate which is a sign of validity in qualitative research. While conducting the 

research, all ethical issues were taken into account. 

 

2.1 Research Approach 

To address the research questions, I apply the case study approach. This approach was 

defined by Yin (1994) as “an empirical enquiry that investigates a contemporary 

phenomenon within its real life context, especially when boundaries between 

phenomenon and context are not clearly evident.” Cavaye (1996) stated that the case 

study helps to study the correlation between occurred phenomenon and theory, so it can 

be used as an efficient tool for developing a new theory. 

 

The advantage of case study that they present real-life situations and my case study is 

going to be based on a real experience of TeliaSonera and Tele2 which would help me 

according to Cavaye (1996) to see if there is any correlation between the theory and 

real-life situations in order to develop a general theory. Also, the value of this study 

may be of relevance for both Kazakhstan and Swedish companies, so the real-life 

situations are the best because it may prevent unethical practices and corruption by new 

entrants. The research questions are related in fact to community-based problems such 

as unethical practices and corruption and this approach is recognized as a good tool for 

such studies (Zaidah, 2007). Additionally, a case study approach is the best for studying 

these research questions because as Yin (1994) stated when research questions are in the 

form of how and why, then the best is to use case study approach. The research 

questions I have in my study are precisely in the form of how and why. The problem 

can be investigated in depth with the help of case study (Zikmund, 1999). 

 

This approach was both criticized and favoured. It was criticized because a few cases 

would not be enough to establish reliability or to conclude something in general 

(Ischool, 2016). However, Flyvbjerg (2006) refuted that and concluded in his study that 

there are common misunderstandings about case study research. The case study 

approach is an appropriate method for certain research questions and widely used in the 
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social sciences. This approach also holds up well in comparison to other approaches 

(Flyvbjerg, 2006). 

 

Based on Perry (1998), the development of theory can be either deductive or inductive. 

Deductive is known as “top-down” approach which is from general to specific, while 

inductive is “bottom up” approach which is from specific to general. However, since the 

research approach is a case study which is to a large extent a mixed method, so it does 

not specify these approaches and has its own approach instead (Yin, 1994). 

 

2.2 Research Method 

According to Patel and Davidson (2003), there are two types of research methods which 

are qualitative and quantitative. Qualitative are more common than quantitative. 

Quantitative method involves collecting the necessary absolute data which is usually 

numerical for further statistical tests. It is usually associated with the deductive 

approach when testing hypotheses. Qualitative method is associated with the inductive 

approach as it was mentioned above in order to derive a certain theory. It also involves 

collecting data which is usually text-based for a further analysis and for example, no 

statistical tests are performed in this case (Sofaer, 1999). 

 

In case of the case study approach, Yin (1994) explained that the case study approach 

should not be mixed with the qualitative research, it has evidences of both qualitative 

and quantitative. However, this case study approach uses a qualitative method because 

this method answers questions about what, how or why rather than how many or how 

much, which are answered by quantitative methods (Sofaer, 1999). The questions of this 

study are covered by a qualitative method. This method allows us to understand the 

experience of TeliaSonera and Tele2 which would help to develop a general theory. 

Also, it is possible to go deeper with the qualitative research which is relevant for this 

study because I need to explore why the ethical behaviour of Swedish companies is 

affected in Kazakhstan and how they confront to pressures and maintain high standards 

of business ethics and corporate governance. 

 

2.3 Study Design 

It is a case study design based on Yin (1994). 
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2.3.1 Selection of Companies 

Tele2 and TeliaSonera are investigated for the conduction of this study. They are two 

large international telecommunications companies widely known in the world. Taking 

into account that my research questions are about the effect on ethical behaviour of 

Swedish companies in the market of Kazakhstan and that the above mentioned Swedish 

companies have already entered the market of Kazakhstan, I decided to focus on these 

two companies. Moreover, TeliaSonera is known for the corruption scandal in 

Uzbekistan and there were rumours of unethical practices by Tele2, so based on their 

experiences, it is possible to answer the research questions of this study and develop a 

general theory related to the raised issues (Reuters, 2016; Respublika-kaz, 2016). 

 

2.3.2 Data Collection 

According to Yin (1994), there are no routing formulas and routinized processes in case 

study research, data collection becomes a very complex work. Also, the researcher 

should have appropriate skills in order to prepare good questions and be able to analyze. 

The process of gathering data is not easy, so the researcher should be ready to meet 

difficulties while doing it. The case study might have some formal plan, but in any case 

it is hard to predict the relevant information to a case study (Yin, 1994). 

 

The study uses both primary and secondary data. Primary data is the data collected by 

the researcher such as conducting surveys, interviews etc. and solves the research 

problem (Iwh, 2016). In this study, it is going to be interviews. One of the reasons to 

conduct an interview is because the flow of information on the particular issue is not 

limited. According to Driscoll (2011), an interview is a good option because the 

information is provided by a person for the research project is in depth. Interviews 

involve a few people and for example, surveys would need more people to learn general 

patterns. In my study, I need to talk to a few people, but in depth. Also, conducting the 

questionnaires or surveys may increase biases from a possible misunderstanding of 

companies regarding the statement and while interviewing them I have a possibility to 

explain and to understand better. Secondary data is the data collected by others that 

could be useful for the research problem. The combination of both could provide a good 

base for a further analysis. 
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2.3.2.1 Secondary data 

According to Ghauri and Gronhaug (2005), secondary data is helpful for a better 

understanding of and finding an explanation of the research problem. For the 

conduction of this study, I have reviewed the information from secondary sources with 

relation to the research problem such as corporate governance codes of both companies, 

as well as corporate governance of Sweden and Kazakhstan, code of ethics of both 

companies including Business Partner code of conduct of Tele2 and Supplier code of 

conduct of TeliaSonera as well as the UN Global compact that TeliaSonera and Tele2 

follow, anti-corruption policy of TeliaSonera, ownership structure of TeliaSonera in 

Eurasia, white paper of Tele2 and annual reports for 2015 of both companies. 

 

2.3.2.2 Qualitative Interview 

There are two types of interviews which are standardized and non-standardized 

(Saunders, Lewis and Thornhill, 2009). Standardized approach is the process of 

completing the questionnaire and non-standardized approach is the process of 

interviewing. It was decided to collect the data from interviews because I wanted my 

respondents to answer freely on the raised issues. Interviews are very useful especially 

when there is a need in detailed information and allow flexibility (Yin, 1994). Also, 

interview is a good way to collect the data because the researcher has closeness to the 

respondents. 

 

There are three forms of interviews such as focused (semi-structured), open ended and 

structured. Focused interview has the predefined topic, open ended has no predefined 

topic and a respondent can talk freely without any boundaries to any specific question, 

structured has the predefined topic and boundaries to the specific question (Yin, 1994). I 

prefer to conduct focused interview to collect the relevant data. The reason for that is 

because focused interview is more like a conversation, an interviewer can ask some 

pop-up questions while discussing issues. Also, I understand that the topic of this study 

may be sensitive for companies and the focused interview gives the choice for the 

interviewee to decide if he/ she wants to talk about the specific issue. 

 

Before going for the interview, the questions which I asked were prepared in advance 

(see subclause 3.8) in order to ease the process of collecting the necessary data related 

to the research questions and were sent to interviewees beforehand, so they could know 
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what kind of issues I am going to rise. It is important to mention that interviewees noted 

that my topic of study was sensitive to them. That’s why I gave them the choice to 

decide on what they would like to discuss in particular and on what they are reluctant. 

Interviews were collected over the phone even I would prefer to have a personal 

meeting because I think it is the best way to conduct the interview to avoid any 

misunderstanding that could happen during any other type of means when conducting 

the interview. However, interviewees involved in this study live in other cities and 

preferred the phone type of mean. They explained that the phone interview is faster and 

more flexible which is more convenient for them due to busyness. Because of this fact, I 

confirmed the most important information given by them over e-mails to ensure that I 

understood them correctly. 

 

2.3.2.3 Selection of Respondents 

I have contacted both the companies and after several e-mail conversations explaining 

them the idea of my research, I was given contact details of two persons responsible for 

issues of this study from two companies to interview. However, I was asked by 

interviewees not to name them in my paper, so they are mentioned as interviewees for 

confidentiality reasons. 

 

2.3.3 Data Analysis 

Yin (1994) stated that data analysis consists of "examining, categorizing, tabulating, 

testing, or otherwise recombining both quantitative and qualitative evidence to address 

the initial propositions of a study". Generally, "data analysis means a search for patterns 

in data" (Neuman, 1997). According to Patton and Appelbaum (2003), "the ultimate 

goal of the case study is to uncover patterns, determine meanings, construct conclusions 

and build theory" (Patton and Appelbaum, 2003). 

 

There are three main analytic strategies to analyze case studies such as rely on 

theoretical grounds, think of rival explanations and develop a case description (Yin, 

1994). Yin (1994) presented five specific techniques for case study analysis which are 

pattern matching, explanation building, time-series analysis, logic models, and cross-

case synthesis (Yin, 1994). He further argued that any chosen strategy can be practiced 

in these five techniques (Yin, 1994). In addition to the above, the analyzed data shall be 
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also referred to the existing theories in order to check if the raised questions differ or 

support extant research (Harley, 2004). 

 

The technique I found to be more suitable is pattern matching. Trochim (1989) noted 

that the pattern-matching is one of best analysis technique for case studies. The 

technique is about comparing the predicted pattern with the empirically based pattern. 

The comparison does not require to have any quantitative criteria, but the 

interpretations. The data is analyzed through relying on theoretical grounds. This 

technique will help me to compare the predicted pattern and empirically based pattern 

of TeliaSonera and Tele2. 

 

2.4 Qualitative Aspects 

2.4.1 Validity and Reliability 

The researchers ensure the quality of research by validity and reliability meaning that 

the collected data shall be valid and reliable. Reliability refers to the accuracy of results 

and validity refers to the accuracy of studied objects (Golafshani, 2003). 

 

Yin (1994) states that the quality of research can be ensured by using four tests in 

different phases of the research: 

 Construct Validity is related to the composition phase and data collection. The 

used theories were studied separately. I have used both primary and secondary 

data. 

 Internal validity is related to the data analysis. I have linked the empirical 

presentation in relation to the developed theoretical framework (Bryman and 

Bell, 2007). 

 External validity is related to the research design. The study was supported with 

a well-developed theoretical base. 

 Reliability is related to the data collection. Reliability is to what extent the 

collected data and analysis procedures would change if you apply it many times 

(Saunders, Lewis and Thornhill, 2009; Bryman and Bell, 2007). Yin (1994) 

stated that the reliability means when the researcher conducts the same study 

again and see if findings and conclusions are going to remain same or not. The 

aim of reliability is to minimize any errors in the study. 
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In the qualitative research, there are no big differences between validity and reliability, 

it is often all combined in one validity term. To apply this to qualitative research which 

I have, that could be that the whole research process itself has to be accurate for being 

valid to show the quality of research. For that reason, the data collected and summarized 

from interviews with each company was confirmed after in order to be accurate. The 

developed theoretical framework containing secondary data used the literature that is 

considered to be valid because I only used published articles, journals and books 

(Golafshani, 2003). 

 

2.5 Ethical Considerations 

Ethics is a certain way of behaviour that the researcher has to follow when conducting 

the research. It is important because it includes a great cooperation and coordination 

among different people involved in the research. The Belmont report of 1974 noted 

three basic ethical principles for a researcher during the research process which are 

respect for anyone being involved in the research, beneficence and justice (Napier, 

2007). Indeed, I have followed the certain type of behaviour when obtaining the 

necessary information. First, I have sent e-mails to both companies to ask for the 

permission to have interviews with them leaving the way of interaction for them to 

decide. I have clearly explained the purpose of why I want to interview them by proving 

that I am a student of Linneuniversitetet and any information obtained would be used 

only for academic purposes and not any other purposes. Also, the confidentiality of 

interviewees was assured. In addition, due to the sensitive topic of the performed study, 

interviewees tried to avoid going into details, so I gave them a choice to decide on what 

to speak up. Thus, I have acted ethically to collect all necessary information for this 

study. 
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3 Theoretical Framework 

To answer research questions, there is a need to review the major streams of literature 

first. The literature review covers a market entry strategy, business ethics and corporate 

social responsibility as well as corporate governance. It has the main focus in relation 

to the research question of how the corporate governance influences the ethical 

behaviour of firms and how the corporate governance is affected by the legal 

framework as well as corruption and the role of corporate governance in fighting 

corruption. 

 

3.1 Entry Strategy in Emerging Markets  

Every company should develop a well formulated entry strategy to survive (Pehrsson, 

2008). There are different strategies on how to enter a certain market. A strategy shows 

the direction of future for the company (Pehrsson, 1996). A number of factors could 

influence strategic choices (Peng, 2003). The total organizational structure is affected 

by a strategy and strategic choices. Any changes in a strategy would have an effect in 

terms of changes in the way an organization is structured for two main reasons such as 

resources allocation and the establishment of objectives and policies which are largely 

dictated by the structure (Pearce and Robinson, 2005). 

 

Steinfield, Bauer and Caby (1994) identified eleven national strategies for 

telecommunications which are: 

 Market structure strategies include liberalization, devolution, consolidation and 

deregulation. Liberalization is when the competition is introduced into 

monopolized markets. Devolution is when the monopoly structure is dismantled. 

Consolidation is the opposite of devolution. Deregulation is used as a synonym 

for liberalization, which lowers the entry barriers or other restrictions due to the 

reduction of government-set constraints. 

 Ownership strategies include corporatization and privatization. Corporatization 

is when PTT (Post Telegraph and telephone administrations) is transferred into a 

structure semi-autonomous from government. Privatization is when the 

government sells shares in the PTT to private investors. 
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 International strategies include transnationalization, international alliances and 

harmonization. Transnationalization is when telecommunications operators 

expand globally through acquisitions, international service offerings, 

establishing foreign subsidiaries e.g. British telecom purchased a leading US 

value-added service provider Tymnet and a large stake in a major US cellular 

carrier (McCaw) or France Telecom acquired part of the Mexican 

telecommunications monopoly, TelMex. International alliances are another way 

for PTO (Public Telecommunications Operator) to be extended. Across Europe 

most PTO have entered joint ventures and service consortia which allows PTOs 

to access a very monopolized markets e.g. Sweden’s Televerket and PTT 

telecom Nederland formed a joint venture, Unicome. Harmonization is when the 

telecommunications policy is coordinated among countries. It may include the 

development of common standards or policies and managed through regional 

bodies such as European Commission and multilateral groups such as the 

International Telecommunications Union and its coordinating body CCITT, as 

well as through bilateral negotiations. Harmonization helps to lower entry 

barriers since it is the use of single set of regulations, but it can also be set in a 

restrictive way. 

 Competitiveness strategies include vertical integration and industrial policy. 

Vertical integration is when PTO integrated vertically into the manufacturing of 

telecommunications equipment. 

 

Pehrsson (1996) discusses international strategies in telecommunications based on 

Ericsson case of how Ericcson managed to enter Germany, USA and Japan. Ericsson 

admitted that it was very challenging to enter these markets and they had to act 

immediately especially regarding entering USA because the opportunity can be taken by 

others. They invested a lot in the US market, but due to a slow pay off, they suffered a 

loss in the very beginning. Nevertheless, it did not stop them to accomplish an 

American strategy and they purchased Atlantic Richfield’s share of the common 

Ericsson Inc. company, which became a wholly owned subsidiary. In 1984 the CEO, 

Björn Svedberg commented that the Ericsson group had undergone major changes 

during the 1980’s and working premises today were so much different from those of 

yesterday. Further, the CEO stated that there were shorter product life cycles, higher 

growth rate, harder competition and higher risks, but the opportunities were 
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considerably larger. Pehrsson (1996) noted that there was a tendency in the 

telecommunications industry to form strategic alliances of different character. Alliances 

bring different benefits such as access to new markets, technological know-how, the 

establishment of new contacts and the achievement of risk reduction. Moreover, the 

time and resources necessary for the acquisitions of such competence can be reduced. 

 

Every company perceives differently the entry barriers, strategy competence and the 

strategy they chose to enter the market. Pehrsson (2001) developed two models which 

are the market establishment model (Figure 1) and the strategic states model (Figure 2) 

and applied to other emerging markets through the study of the telecommunications 

industry in the UK and Sweden. 

 

 

 

 

 

 

Figure 1. A market establishment model (Pehrsson, 2001) 
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Figure 2. The strategic states model (Pehrsson, 2001) 
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Further, Pehrsson (2001) tried to understand the strategy companies use to enter the 

markets and found out that the majority of operators entering the markets in the UK and 

Sweden initially prefer the organic development of sole ventures, with no differences if 

the single operator is based in the local market or based in a foreign country. This entry 

mode is a time-consuming, but has advantages such as the opportunity to build the 

market experience and to transfer technology know-how to the new ventures are more 

significant rather than acquiring quick market shares through acquisitions or through 

forming alliances. 

 

By applying the above to other emerging markets, Pehrsson (2001) stated the following 

on relation to entry barriers, strategy competence and entry strategy: 

 Entry barriers should be relevant to the industry being studied. Perceptions of 

deregulation and capital needed are relevant to telecommunications operators in 

all EU countries, but it is not necessary relevant to other industries or regions; 

 Relatedness could work in other emerging markets and same applied to market 

experience; 

 The entry mode chosen by operators entering Sweden and UK markets which is 

sole venture mode of organic development is not necessarily going to be chosen 

in other countries or industries. 

It is important to remember that ever changing conditions of emerging markets 

formulate the strategy. Companies need to assess relevant barriers to get to know 

opportunities they have. To exploit business opportunities, strategy competence is 

crucial. Together with all these, a relevant initial entry strategy has to be chosen. In case 

if the company is not a new entrant, then the initial mode of entry may need to be 

reconsidered and the attitude towards sole ventures, strategic alliances or acquisitions 

should be changed in order to keep the market position (Pehrsson, 2001). 

 

In general, there are three market entry strategies when entering foreign markets which 

are entry mode, entry timing and market selection (Pehrsson, 2001). Timing of entry is 

when the company decides on whether to go internationally or not. Companies can 

establish as an early entrant or a late entrant in the new market. Early entrant means that 

the company is the first player in presenting the new product and service, while late 

entrant means that the company is the second player presenting improved product and 

service (Root, 1994). 
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Entry mode is the strategy to be chosen by the company on how to enter the market. 

They can be categorized in equity and non-equity modes. Equity modes have higher 

return on investments, but carry a higher level of risk exposure than non-equity. They 

also involve higher resource commitments, provide with a higher degree of control on 

operations, but in case of exit, they have higher exit costs than non-equity modes. 

Equity modes include: 

 Joint ventures 

Two or more firms agree on working together on a certain project sharing the 

profits/ losses, risks and control of the operations. The advantage of it is to use 

the knowledge of a local partner regarding the local market. However, there is a 

risk of opportunistic behavior by the partner; 

 Wholly owned subsidiaries 

It is a very costly method, but gives the highest degree of control over the 

operations. It can be set up in two ways which are: 

 Greenfield operations 

The start of the new venture in a foreign country by the parent company by 

establishing new operational facilities from the ground up. It is a slow 

method; 

 Acquisitions 

The purchase of the ownership stake in the target company in order to have 

the control over this target company. The advantage of it is that it is a fast 

way to enter the market and the risk is lower since this target company is 

already established in the host country. However, there can be a conflict of 

interests between acquired and acquiring companies because of cultural and 

values differences. 

Non-equity modes include: 

 Exporting 

Products are produced in the domestic country or any other country than the 

recipient and transferred to the host country directly or indirectly: 

 Direct exporting 

Direct selling to customers and the whole exporting process is handled by 

the exporter; 

 Indirect exporting 
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Selling through intermediaries to the end users. 

 Licensing 

The licensor from one country makes the legal agreement for the right to use of 

its intellectual property (patents, copyright, trademarks, designs etc.) with the 

licensee in another country. Licensee pays a royalty payment to licensor for that. 

It is a good way to expand the business if the licensor does not want to commit 

substantial foreign resources into the foreign market; 

 Franchising 

Franchising is similar to licensing as it involves the royal payment as well, but 

for utilizing the intellectual property of franchiser. The franchiser helps the 

franchisee in running the business the way it should be. It is a fast method to 

enter the market and carry low costs, but the disadvantage of this method is that 

the franchisee may not be aware about the quality, so it can result in a poor 

quality and have a negative effect on company’s worldwide reputation; 

 Management contract 

This method is usually used when the foreign government restricts other entry 

methods. The operational control of one enterprise is vested by the arrangement 

in another enterprise. The performance of managerial functions is paid for a fee 

in return; 

 Turnkey projects 

It is used if FDI is limited by the government in a host country. The developer 

takes the full responsibility for the project and then when it is completed, the 

developer hands over to the buyer (Bedi and Kharbanda, 2014). 

 

Root (1994) categorized entry mode in export mode (direct and indirect), contractual 

mode (licensing, franchising, contract manufacturing and joint ventures) and subsidiary 

(merger or acquisition and green field). Contractual mode is when the knowledge and 

skills being transferred by shared ownership and control with the local firm. Subsidiary 

is when the firm is controlled and owned by the foreign firm (Root, 1994). 

 

Companies should consider that market entry mode strategies are affected by both firm 

and country level factors when deciding on suitable entry mode (Pehrsson, 2008). 

Market selection criteria include cultural distance, administrative distance, economic 

distance and geographic distance. These aspects should be considered by the firm that 
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plans to enter the new market (Root, 1994). Bedi and Kharbanda (2014) explored 

factors that affect the choice for entry mode of companies considering enter the foreign 

market (Figure 3). 

  

Figure 3. Factors affecting the choice for entry mode (Bedi and Kharbanda, 2014) 

 

 

Firms when moving from home markets to host markets face different risks and 

barriers. Malhotra, Naresh, Ulgado and Agarwal (2003) defined different types of risks 

that the company can face from the perspective of country, location, demand and 

competition risks. Country risk is about the situation in the country itself regarding 

political, social and economic conditions. Location risk is about the perception of 

culture, business and economic practices in comparison to the home market. Demand 

risk is the risk for the firm in terms of failure in demand for its product or services. 

Competitive risk is how the market is in terms of aggressiveness, the size and number of 

competitors (Malhotra et al., 2003). 

 

In addition, there are risks in emerging markets in connection to an inadequate 

marketing infrastructure, regulatory discipline and regular changes in regulation, 

various market failures as well as political and economic instability (Arnold and 

Quelch, 1998). According to Meyer (1998), firms face different barriers as lack of 

information, unclear regulations and corruption. 

 

Entry mode 

Internal factors: 

- Firm size 

- Product characteristics 

- Technological capability 

- International experience 

External factors: 

- Cultural distance 

- Market size and growth 

- Country risk 

- Legal barriers 
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However, some researchers argue that entering to emerging markets are less expensive 

and less risky because of a low competition in these markets in comparison to 

developed markets (Huei-Ting and Eisingerich, 2010). 

 

Certainly, the new market would be substantially more risky than staying in the home 

market (Ghoshal, 1987). Kos (2010) stated that when companies have low risk 

tolerance, then the return is higher than the risk, they would choose joint venture or 

strategic alliance. When companies have high risk tolerance, then the return is higher 

than risk, they would choose wholly owned enterprise. In case of high and low risk 

tolerances, if the return is lower than the risk, company would not want to enter at all 

(Kos, 2010). 

 

3.2 Corporate Governance 

Corporate Governance (CG) is a set of methods of governing the company. Methods of 

governing the company are first mentioned in the report of British company of Sir A. 

Cadbury who described the problem of weak control over managers acting in its own 

self-interest rather than the company. Afterwards, CG is defined as the structure through 

which the company management is controlled by the company’s board and through 

various motivation and reward systems. Then it was defined as the way to ensure the 

return on investments for those who invested financial capital. CG code or code of 

conduct was introduced containing collection of rules in order for country’s CG system 

to work smoothly. When the company grows and operations become as great as 

shareholders are no longer able to know everything and cannot be sure about 

maximizing shareholders’ interest that leads to information asymmetry. There are three 

essential parties of CG system (Table 1) (Jansson, Jonnergård and Larsson-Olaison, 

2013). 
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Table 1. Parties of CG system 

 

Note: Information from Jansson, Jonnergård and Larsson-Olaison, 2013. 

 

The company ownership can be classified as concentrated ownership (CO) or 

diversified ownership (DO). CO means one or more shareholders own a large portion of 

the company which causes minority expropriation (risk that shareholders owning a large 

portion of the company will benefit themselves since they play a bigger role than others 

in the life of company). There are some countries that have legislation to support 

minority. DO means no single shareholder controls a major share of the company 

meaning that they can sell their shares when they are not satisfied how the company is 

managed. All parties should know their roles and what limits they should stay within. 

Various countries CG system is categorized in typology. Nowadays national CG 

becomes similar to each other which is a sign of convergency. There are common law 

and civil law on which countries system based on. DO is used in common law countries 

and CO is used in civil law countries. There are two types of CG system including a 

market based system and a network based system (Jansson, Jonnergård and Larsson-

Olaison, 2013). A market based system is in countries with an Anglo-Saxon legal 

tradition, the main focus lies on shareholders. Based on such a system, employees do 

not have a high trust in top management because top management tends to be monitored 

by means of market-based rewards and penalties. A network based system is in 

countries like Germany and Japan, where stakeholders claims are considered in top 

management decisions (García-Castro, Ariño, Rodriguez and Ayuso, 2008). 

 

Three 
essential 
parties of 
CG system  

Shareholders 

The capital is provided by shareholders. They also appoint directors 
and agree on major transactions, but not involved on day to day 
business. 

Managers 

There is a need to control managers and reward them in the way, so 
they maximize their interest together with maximizing shareholders’ 
interest.  

Board of Directors 

Board ensures that shareholders get a return on their investment. 
Auditors should confirm the financial information provided by the 
company. 
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There are three theories that are used to describe and explain CG: 

 Theory based on a contract theory 

a. Agent theory – shareholders expect managers to work towards their 

interests. 

b. Transaction cost theory – has similar assumptions as an agent theory but 

has a focus on why company exists and why they seem to grow and 

answering the question when we choose to do transactions within the 

company rather than through the market. 

 Theory based on a business economy theory 

a. Stewardship theory – managers are trustable and responsible acting in 

the company’s interests in the first place and then their self-interests.  

b. Stakeholder and resource dependency theory – how companies are 

affected by and interacts with its environment. 

 Theory based on an institutional theory – sociological theory used to explain 

stabilization capacity and change in a society (Jansson, Jonnergård and Larsson-

Olaison, 2013; Yusoff and Alhaji, 2012). 

 

3.3 Business Ethics and Corporate Social Responsibility 

Business ethics is related to the broader concept of corporate social responsibility (CSR) 

(Ferrell and Fraedrich, 1997). There are different perspectives of researchers on CSR. 

Friedman (1970) stated that there is only one social responsibility of business which is 

to participate in different activities that lead to the increase of profit and act in 

accordance with rules and certain norms. It is a classical view on CSR. Blowfield and 

Frynas (2005) argue that companies are responsible for their effect on society, 

environment, so they have socioeconomic view when the management should think not 

only about profits, but also for the broader social welfare.  

 

The World Business Council for Sustainable Development (WBCSD) global association 

that deals with sustainable development defined CSR as “the commitment of business to 

contribute sustainable economic development, working with employees, their families, 

the local community and society at large to improve their quality of life” (WBCSD, 

2016). 
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Carroll (1989) developed a pyramid model with four different responsibilities – 

economical, legal, ethical and philanthropic that constitute CSR. CSR has become 

gradually important because stakeholders realized that companies should not only create 

wealth and follow the law. Corporate social performance is one of CSR theories and is 

fundamentally linked to sociology (Garriga and Mele, 2004). It states that corporation, 

despite the creation of wealth and its economic and legal duties, should have ethical and 

philanthropic actions for the society welfare (Wood, 1991). 

 

In Kazakhstan, CSR has noteworthy prospective. There are compulsory financial social 

activities and voluntary CSR in Kazakhstan. In fact, Kazakhstan is among countries 

where CR reporting is still in its infancy, while Sweden is among top countries in terms 

of CR reporting (KPMG, 2016). Sweden is viewed as a pioneer within CSR field as it 

has a long history of active CSR work by Swedish companies (Sweden, 2016). The 

Swedish Government stimulates companies to be in compliance with the OECD’s 

guidelines for multinational companies, to apply the ten principles of the UN Global 

Compact (Sweden, 2016). UN Global Compact includes principles regarding human 

rights, labour, environment and anti-corruption. It is not just the basic responsibilities to 

people and planet, but it is also the way for companies to have a long-term success. Ten 

principles of the UN Global Compact are taken from the Universal Declaration of 

Human Rights, the International Labour Organization’s Declaration on Fundamental 

Principles and Rights at Work, the Rio Declaration on Environment and Development, 

and the United Nations Convention Against Corruption and are as follows 

(Unglobalcompact, 2016): 

1. Businesses should support and respect the protection of internationally 

proclaimed human rights; and 

2. Make sure that they are not complicit in human rights abuses. 

3. Businesses should uphold the freedom of association and the effective 

recognition of the right to collective bargaining; 

4. The elimination of all forms of forced and compulsory labour; 

5. The effective abolition of child labour; and 

6. The elimination of discrimination in respect of employment and occupation. 

7. Businesses should support a precautionary approach to environmental 

challenges; 

8. Undertake initiatives to promote greater environmental responsibility; and 

http://www.un.org/Overview/rights.html
http://www.un.org/Overview/rights.html
http://www.ilo.org/declaration/lang--en/index.htm
http://www.ilo.org/declaration/lang--en/index.htm
https://sustainabledevelopment.un.org/rio20/futurewewant
http://www.unodc.org/unodc/en/treaties/CAC/index.html
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9. Encourage the development and diffusion of environmentally friendly 

technologies. 

10. Businesses should work against corruption in all its forms, including extortion 

and bribery. 

 

3.3.1 Ethical Behaviour 

Ethical behaviour is the set of standards considered to be good or bad in the context of 

the governing moral code. There are four views of ethical behaviour which are moral-

rights, individualism, justice and utilitarian views. There are universal values that 

companies should have respect for such as human dignity (e.g. production of harmless 

products and services), basic rights (protection of employees rights, customers as well 

as avoidance of anything that could threat living, safety standards etc.) and just be good 

citizens by supporting social, educational etc. institutions and cooperating with 

institutions in order to protect environment (Schermerhorn and Wright, 2008). 

 

Ethical behaviour is not just the behaviour of company itself, but it is also within the 

organization such as the behaviour of each individual inside of the company. Therefore, 

it is influenced not only by the environment but also other factors such as the individual 

(personal standards, religious values etc.) and organization (policy statements, code of 

conduct etc.) itself (Schermerhorn and Wright, 2008). Phillips and Gully (2013) 

developed a formula for ethical employee behaviour (Figure 4). For promotion of the 

ethical behaviour is not enough just to have policies, but all together indicated in the 

formula below is the way to the ethical employee behaviour. 

 

Figure 4. A formula for ethical behaviour (Phillips and Gully, 2013) 

 

 

 

The management plays a significant role in promoting the ethical behaviour among its 

employees. Therefore, the commitment of top management to high ethical standards 

Ethical 
values 

Clear 
Expectations 

Rewards/ 
Punishments 
Supporting 

Ethical 
Behaviour 

Ethical 
Employee 
Behaviour 
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should be demonstrated, so then the ethical behaviour among its employees would be 

promoted (Griffin, Ebert and Starke, 2008). 

 

3.3.2 Ethical Dilemmas and Internal Confrontation 

Many firms struggle with ethical dilemmas, especially those that operate internationally 

(Griffin, Ebert and Starke, 2008). An ethical dilemma takes place when choices even 

that could be beneficial for individual or organization would be viewed unethical. It 

includes conflicts of interests, confidence of customers, discrimination, organizational 

resources and so forth (Schermerhorn and Wright, 2008). Hence, three important 

conditions should be met to be an ethical dilemma. Firstly, situations when the agent 

has to decide what course of action should be taken. Situations where there are no 

choices cannot be called ethical dilemmas. Secondly, there should be many different 

courses of action to choose among. Thirdly, the chosen course of action does not mean a 

perfect solution, some ethical principle is compromised (Allen, 2012). As the result, it 

can be ethical or unethical practices.  

 

Ethical dilemmas can emerge under pressure to do unethical things. It can be pressure 

from management on employees or situations when the manager is under financial 

pressure, or situations when doing business on an international arena and dealing with 

other parties. Negotiators can find the solution to the best deal by bribing which 

happens when negotiators are in a difficult situation. “Negotiation is a joint decision-

making process through which negotiating parties accommodate their conflicting 

interests into a mutually acceptable settlement” (Faure and Sjöstedt, 1993). The levels 

of honesty, trust and therefore cooperation are affected by such factors as the 

uncertainty of the situation, the objectives, stakes and interests, the level of power, the 

personality of negotiator and also by the orientation given from the very beginning of 

the relationship. In the negotiation process, one party can confront to another when the 

limit of one is pushed until the level of what is tolerable for them. When entering the 

process, norms, values and beliefs can be different from one party to another, but the 

situation will be influenced by that. Thus, the confrontation is regarding using the 

values and practices of one party or that party should use the values and practices of 

another (Alavoine, 2014). Alavoine (2014) defined an ethical negotiation is as “when 

participants are willing to find a fair solution with honesty by exchanging information in 

a moral and social acceptable manner without abusing their power”. 
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Thus, it is not easy to deal with ethical dilemmas, but ethics is the key to long-term 

organizational performance (Phillips and Gully, 2013). Therefore, it is important to 

manage business ethics as it brings many other benefits besides moral (Phillips and 

Gully, 2013): 

 Substantial improvement of the society; 

 Promotion of strong public image; 

 Guarantee of policies being legal; 

 Support of employee growth; 

 Effective use of resources as well as the maintenance of quality and 

productivity; 

 Promotion of an effective teamwork. 

 

3.4 Corporate Governance and Ethical Behaviour 

Arjoon (2005) stated that the ethical behaviour of companies is the way for sustainable 

business success. Large organizations understand the importance of sound ethical codes 

of conduct for achieving their strategic objectives and started to implement it (Fleege 

and Adrian, 2004). Bondy, Matten and Moon (2004) argued that the implementation of 

sound ethical practices would have a good impact on the reputation and would prevent 

any criticism from the public. Cleek and Leonard (1998) and Fleege and Adrian (2004) 

stated that the following should be promoted: 

 To be in compliance with government laws, regulations and rules; 

 Social responsibility; 

 Ethical behaviour within the firm to be able to deal with conflicts of interest; 

 The development of good corporate culture. 

 

There are different theories with respect to ethics and CG. The main of them are 

stockholder, stakeholder and legitimacy theories. Stockholder theory proposes the 

company to focus on maximizing the shareholder value (Fleege and Adrian, 2004, 

Hasnas, 1998). The ethical perspective in this theory is to satisfy its stockholders. 

Legitimacy theory proposes the company to act appropriately within a given social 

system. The ethical perspective in this theory is that companies should develop the code 

of conduct to self-regulate their behaviour (Rodriguez, Gallego-Alvarez and Garcia-
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Sanchez, 2009). Stakeholder theory proposed the company to consider interests of all 

its stakeholders (Blair, 1995). This means that the organization should have ethical 

practices satisfying all its stakeholders. Phillips (2003) helped to remedy the situation of 

business scandals that happen often with the use of organization ethics theory. He tried 

to combine and analyze the stakeholder theory together with the moral and political 

theory. Further, Phillips (2003) stated that before, the power was given to the church, 

then to the government and nowadays the power is transferred to business institutions 

and other private organizations. Phillips (2003) argued that the success and failures of 

organization depend from organizations’ stakeholders. Therefore, the stakeholder theory 

is important as well as the understanding of essence of stakeholder relationships. For 

this reason, the company expanding their businesses internationally have even more 

pressure from its stakeholders to follow their code of conduct. Hence, companies should 

understand the importance of satisfying of all its stakeholders, otherwise they would be 

subject to public judgement in case of violating their own code of conduct resulting in 

different scandals which can damage the reputation of companies. Thus, the stakeholder 

theory gained popularity among companies especially in developed countries such as 

Sweden (Vinteen, 2001; Mohapatra and Sreejesh, 2012). 

 

Sullivan (2009) developed corporate governance-ethics matrix (Table 2) which 

represents different scenarios for corporate stakeholders on what they should focus in 

case of weak or strong corporate governance and ethical frameworks. 

 

Table 2. Corporate Governance-Ethics Matrix (Sullivan, 2009) 

 Corporate Governance 

Weak Strong 

E
th

ic
s 

Weak Concentrate on overcoming 

systemic corruption 

Concentrate on building an 

ethical organization 

Strong Concentrate on improving 

corporate governance 

Concentrate on compliance, 

disseminating best practice 

experience 
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3.5 Legal Framework and Corporate Governance 

Companies when entering emerging markets should have knowledge about the legal 

environment in that market. Also, it is important to take into account that these 

companies operate not only by home country rules, but also host country and 

international laws (Doole and Lowe, 2004). However, emerging markets have not that 

effective legal framework which is the big challenge for foreign companies from 

developed markets. 

 

The literature evidences the relationship between legal framework and CG in emerging 

markets. Since emerging markets do not have that effective legal system then it is a sign 

of not well developed CG system (Mohapatra and Sreejesh, 2012). 

 

Shleifer and Vishny (1997) stated that well developed legal framework is the way to 

effective CG. In addition, La Porta, et al. (1998) argued that the developed countries 

have better legal protection of shareholders, financial markets and so companies have 

better possibilities to expand their businesses. 

 

Hashi (2003) concluded that the effective CG is very important for the economic 

regeneration process in transition economies. It helps to improve the company 

performance as well as the quality information for stakeholders in capital markets which 

contributes to the external finance. 

 

3.6 Corruption 

It is difficult to define with the single term such a complex phenomenon as corruption. 

There are many meanings of corruption. The World Bank (1997) defined corruption as 

“the abuse of public office for private gain”. Klitgaard (1998) defined corruption with 

the use of formula C = M + D – A, where C – corruption, M – monopoly, D – 

discretion, A – accountability which means that the person or company has the 

monopoly power over certain product or service and same time has the discretion to 

decide on what, how much and whom to give without being accountable. 

 

Types of corruption are connected to the theoretical view on corruption. Economic 

theory mainly views the corruption within the framework of the principle-agent theory. 

This theory suggests that there is an information asymmetry between principals and 
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agents, where principals are politicians or decision makers and agents are civil servants 

or bureaucracy. Generally, there are three main developed types of corruption. First, the 

citizen wants to speed-up the process of getting the rights which citizen is entitled to by 

bribing civil servants. Second, the administrative corruption which is violation of legal 

rules. Third, it is targeted to change some certain rules and regulations so it can favour 

the corruptor (Begovic, 2005). 

 

Corruption has the effect on economic development of a country (Olken and 

Pande, 2012). Theobald (1990) argued that not everything is bad about corruption, that 

there are some positive effects as well such as it stimulates entrepreneurial abilities, 

helps in capital formation and gives an opportunity to business interest to penetrate the 

bureaucracy. But overall, corruption was proved to have a negative effect on all fronts. 

Corruption has the negative influence on FDI because it is hard to run the business 

when the country is ranked being high in terms of corruption level (Tanzi, 1998). As it 

has the negative effect on FDI, then it has the negative effect on economic growth as 

well. Teixeira and Guimaraes (2015) argued that the country can become a large 

recipient of FDI only if it shows being transparent and bribe-free environment. Qian, 

Sandoval-Hernandez and Garrett (2012) also agreed on that the corruption makes a host 

country being unattractive for FDI because of the high costs of entry and uncertainty. A 

stream of literature also proved that the corruption is negatively affects FDI (Mauro, 

1995; Wei, 2000; Seldadyo and de Haan, 2011). 

 

The way to diminish the corruption is to develop the sound practices of CG and 

business ethics. The business can be either the source of corruption or the victim. 

Companies have big problems of remaining transparent and accountable where there is 

weak rule of law. The CG plays an important role in fighting the corruption. Hence, all 

companies should establish a strong CG as well as promoting high standards of business 

ethics. Ethical behavior has to be maintained at all levels of organization, so then the 

organization itself is viewed being ethical. All together maintaining high standards of 

business ethics, CG reforms and anti-corruption initiatives would help companies to 

build economic prosperity (Sullivan, 2009). 
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3.7 Summary of Theoretical Framework 

As a result of a literature stream review, there are few influences on the behavior of the 

company which could be either ethical or unethical. These influences are legal 

framework and culture of the specific country into which the company entered as well 

as individual factors, corporate governance and corruption level (Model 1). 

 

Model 1. The determinants of ethical behavior (Own model) 

 

 

 

 

In this particular study, Tele2 and TeliaSonera entered the emerging market of 

Kazakhstan. Companies may face various challenges and obstacles because of emerging 

market conditions of Kazakhstan and are exposed to deal with internal confrontation 

either to accept or reject the rules of local game which make hard for these companies to 

follow their own code of conduct, so it affects the ethical behaviour of them. 
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Model 2. Representation of internal confrontation process (Own model) 

 

 

 

 

The Model 1 shows that if there is a high level of corruption in the country, then there is 

a risk for companies to become either the source of corruption or the victim. The 

effective legal system of the country would not let any deviations from ethical 

standards. The understanding of culture of the country where company operates is very 

important since values and morals are different according to different cultures. The 

company is the whole organism made of individuals where the manager is a decision-

maker, so it is important to note individual factors influencing the ethical behaviour. CG 

has an impact on ethical behaviour in emerging markets. That is explained by the 

interrelation of legal framework, CG and corruption. The CG system is not well 

developed in case of not effective legal system. In case of not well developed CG 

system, the corruption level increases which is the threat to ethical behaviour. 

 

The company has to establish a strong CG as well as to promote high standards of 

business ethics in order to be able to confront to the above factors influencing the 

ethical behaviour, so then not to damage their own reputation. 

 

3.8 Interview Questions based on the Review of Literature Stream 

After reviewing the literature stream, the following questions are made for gathering 

empirical representation to see if there is a match between expected (theory) and 

observed (empiricism) patterns: 

Ethical 
dilemmas 

Internal 
confrontation 

Chosen 
course of 

action which 
can be 

unethical or 
ethical 
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 Entry strategy (Part of the purpose, to provide a complete picture of doing 

business in Kazakhstan) 

How did you plan to enter the market of Kazakhstan? What was the entry strategy? 

The question would help to understand the entry barriers/ opportunities, strategy 

competence and type of initial entry mode. 

 

Have you managed to achieve your goals and objectives? Would you say you have 

succeeded? 

The decision on the entry mode plays a crucial role in the success of international 

operation, therefore the question would help to understand if the chosen entry mode 

became suitable. 

 

Have you faced any challenges and problems when entering the market of Kazakhstan? 

If yes, then what kind of challenges and problems, please describe. 

The question would help to understand regarding challenges in this particular market as 

well as types of existing risks. 

 

Only for TeliaSonera: Why are you planning to leave the market of Kazakhstan? 

The question is related to challenges/ risks in order to understand the reason behind the 

decision of leaving the market. 

 

Only for Tele2: Do you agree with the statement that the main reason of being merged 

with Altel was to get a license for the use of LTE standard (4G)? Are you satisfied with 

being merged with Altel? 

The question is related to challenges/ risks in order to understand the reason behind the 

decision of being merged. 

 

Would you say that Kazakhstan is a very attractive market for foreign direct 

investments? Do you advise to invest in Kazakhstan? 

The question is related to FDI in Kazakhstan for future entrants in order to give a 

complete picture. 

 

What would you like to recommend for new future entrants? 
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The question is related to FDI in Kazakhstan (any recommendations) for future entrants 

in order to give a complete picture. 

 

 Ethical Issues (Main purpose, research questions 1 and 2) 

Was the ethical behaviour of your company negatively affected when entering emerging 

market of Kazakhstan? If yes, how the ethical behaviour of your company was affected 

by the emerging market economy conditions of Kazakhstan? (Research question 1) 

The question is related to the influence on ethical behaviour in order to understand if 

emerging market conditions affect the ethical behaviour of firm from mature markets. 

 

Why does it happen? What are the factors influencing the ethical behaviour? What are 

reasons for that? (Research question 1) 

The question would help to understand what kind of factors influence the ethical 

behaviour. If there are same as in Model 1 or not. 

 

How does your company maintain a high standard of business ethics? (Research 

questions 1 and 2) 

The question is related to business ethics and code of conduct. The code of conduct is 

the way to self-regulate the behaviour, the question would help to understand how 

companies manage to maintain a high standard of business ethics in practice. 

 

What is the role of manager when it comes to these issues? (Research question 1) 

Manager is one of the essential party of CG system and one of the factors influencing 

the ethical behaviour i.e. individual factors. The question would help to understand the 

importance of the role of a manager in promoting ethical behaviour. 

 

Did you have any challenges with understanding and educating Kazakhstani staff? 

(Research question 1) 

Besides the management, ethical employee behaviour should be taken into account as 

well. When moving from home markets to host markets, companies usually experience 

the difference between employees in home markets and host markets. Therefore, the 

question would help to understand if there were any differences and importance of 

promoting ethical behaviour at all levels of organization. 
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Do you agree with the statement that corporate governance has the impact on ethical 

behaviour in emerging markets? (Research question 1) 

The question is related to CG and ethical behaviour of whether CG has influence on 

ethical behaviour in emerging markets in order to check another factor influencing the 

ethical behaviour. 

 

Do you see big differences between corporate governance in Sweden and Kazakhstan? 

How different are they and in what terms? (Research question 1) 

The question is related to the differences between CG in Sweden and Kazakhstan 

because if CG has the influence on ethical behaviour in emerging markets, then it is 

important to understand the reason which is connected to the differences between two 

CG systems. 

 

What do you think about CSR practices in Kazakhstan? (Research question 1) 

Business ethics is related to the broader concept of CSR. CSR and CG are related to 

each other. The question would help to understand the differences between CSR 

practices in Kazakhstan and Sweden. 

 

What do you think about a legal framework in Kazakhstan? Does it have an effect on 

ethical behaviour? (Research question 1) 

Legal framework is another factor influencing the ethical behaviour. The question 

would help to understand if the legal framework influences the ethical behaviour in 

Kazakhstan. 

 

Kazakhstan is ranked high in corruption. It can be very much understandable if your 

company was engaged in this. So, have your company been ever forced to be part of it? 

If yes, how often were you subject to corruption? (Research questions 1 and 2) 

Corruption is also one of the factors influencing ethical behaviour. The question would 

help to understand how the corruption affects the ethical behaviour and also leads to the 

discussion of the internal confrontation. 

 

How do you deal with the internal confrontation? How is it possible to avoid playing 

the local game? (Research question 2) 
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The question is related to the ethical dilemmas and internal confrontation. Confrontation 

is about using the values of the host markets or keep using its own from home market. It 

would help to understand of how companies from Sweden manage themselves in 

Kazakhstan, if they are able to confront. 

 

Did you feel any pressure from authorities and would you say you were dragged into 

the local game? (Research question 2) 

The question is related to the ethical dilemmas and internal confrontation. To 

understand, how companies behave themselves under the pressure because ethical 

dilemmas emerge under pressure to do unethical things. In difficult situations, 

negotiators can find the solution by bribing another. 

 

Do you think it is possible to do business without corruption in Kazakhstan? (Research 

question 2 and to provide a complete picture of doing business in Kazakhstan) 

It is related to internal confrontation and ethical dilemmas as well as a general question 

related to the corruption in order to see if it is possible for companies from mature 

markets to choose to “go at it alone” even it is a high level of corruption in Kazakhstan 

as well as to understand the connection of corruption and CG. 
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4 Empirical Presentation 

The empirical presentation is based on responses provided by Tele2 and TeliaSonera. 

The questions that were asked during qualitative interviews are related to research 

questions issues. Please see the subclause 3.8 for the interview questions in connection 

with the theoretical framework which are also presented below together with responses 

from both companies. 

 

4.1 Entry Strategy 

How did you plan to enter the market of Kazakhstan? What was the entry strategy? 

TeliaSonera 

The company was founded in 1998 and provides cellular services under the brand name 

of Kcell, which mainly focuses on the B2B segment and Activ, which focuses on the 

B2C segment. TeliaSonera came to the market through its holding in a Turkish 

company at the very beginning. Kcell was a joint venture of Kazakhtelecom and 

TeliaSonera until 2012 when TeliaSonera purchased the stake of Kazakhtelecom. 

Currently, TeliaSonera has an indirect ownership in Kcell and Activ via holding in 

Fintur Holdings 29.9% and in Turkcell 8.0%. The direct ownership of TeliaSonera in 

Kcell and Activ is 24.0%. The total effective ownership is 61.9%. The market is not 

inexpensive so it cannot be entered quickly. It has to be well planned and requires to 

perform market research to consider the opportunities. For instance, Kazakhstan had to 

rely on mobile networks because the landline was not as developed as it was in Europe. 

There were low mobile network penetration and almost no potential competitors, 

despite the national operator. Also, there were stable macroeconomic indicators, 

economic growth and young dynamic population. All together formed a good base that 

offered great growth opportunities for TeliaSonera.  

Tele2 

Kazakhtelecom purchased Mobile Telecom-Service (MT-S) in May 2006 from its 

previous owner - Torres Group. Before the transfer to Kazakhtelecom, it was initially 

transferred to an individual. Tele2 tried to get to know anything about the transactional 

structure and inclusion of that individual before the transfer to Kazakhtelecom, but 

Kazakhtelecom was unable to provide any relevant documentation. Therefore, the 

factual background around Kazakhtelecom’s initial acquisition of MT-S is largely 

unknown. In January 2007 the 49 percent share in MT-S was sold to AsiaNet 
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Kazakhstan. Tele2 entered Kazakhstan in the beginning of 2010 through the acquisition 

of a 51 percent share in MT-S from Kazakhtelecom in an auction process. MT-S is a 

limited liability partnership formerly known under the brand Neo. It is also known as 

Tele2 Kazakhstan. At first, Tele2 entered Russia and then Kazakhstan. Along with 

Tele2 entering the market of Kazakhstan, there was also an introduction of 3G in 

Kazakhstan. Tele2 performed a detailed market research before entering Kazakhstan. 

Currently, Tele2 operates in nine countries out of which Kazakhstan is considered 

among three larger markets including Sweden and Netherlands. In many ways, 

Kazakhstan is still a virgin territory, but it is changing with positive EBITDA 

contribution and accelerated customer net intake. The recent decision on the merger of 

Tele2 and Kazakhtelecom should further improve the market dynamics and take the 

business to a new level. Also, Tele2 plans to buy out AsiaNet Kazakhstan’s interest in 

Tele2 Kazakhstan (MT-S).  

 

Have you managed to achieve your goals and objectives? Would you say you have 

succeeded? 

TeliaSonera 

TeliaSonera has achieved its goals and objectives. Also, they confirmed that they have 

succeeded in the market of Kazakhstan. They noted that the most successful year for 

them was 2010 in the Eurasian market as the growth returned to double-digit numbers 

in Eurasia. The below Diagram 1 shows that the TeliaSonera was the leading operator in 

the end of 2010 having more than the half of users (52%) in the market of Kazakhstan. 

 

Diagram 1. Number of users by company in the end of 2010 (From TeliaSonera during 

the interview) 

Altel

Tele2

VimpelCom

TeliaSonera

 

However, TeliaSonera plans to leave the market of Kazakhstan. 
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Tele2 

All six years in the market of Kazakhstan have been very successful for Tele2. During 

these six years, the customer base was significantly increased and customer prices were 

pushed down by more than fifty per cent, rolling out new quality mobile networks. The 

ambition of Tele2 was to become a stronger player. Currently, Tele2 teamed up with the 

local operator Altel which created a much stronger entity. 

 

Have you faced any challenges and problems when entering the market of Kazakhstan? 

If yes, then what kind of challenges and problems, please describe. 

TeliaSonera 

TeliaSonera confirmed that it faced different kind of challenges when entering the 

market but that is as any other markets. Challenges they faced were in relation with the 

weak institutional settings. At the time of entering Kazakhstan, economic, legal and 

regulatory systems were highly bureaucratic and risky. TeliaSonera identified some risk 

factors in Kazakhstan that are human rights, foreign exchange restrictions and the 

potential establishment of foreign ownership restrictions or other potential actions 

against entities with foreign ownership, formally or informally. 

Tele2 

Tele2 recognizes that the political environment in Kazakhstan poses challenges to 

foreign investors and is therefore reviewing its operations continuously. This is 

becoming even more crucial as political leaders in Europe are stepping up their efforts 

to increase trade with Kazakhstan. For example, in 2004, the government of Sweden 

and Kazakhstan signed a bilateral Agreement on the Promotion and Reciprocal 

Protection of Investments with the expressed purpose to “intensify economic 

cooperation to the mutual benefit of both countries and to maintain fair and equitable 

conditions for investments by investors”. This was followed by a number of 

government-sponsored trips to Kazakhstan to boost trade between Sweden and 

Kazakhstan, and Sweden opening an embassy in Astana in 2010. According to the 

website of the Swedish Ministry of Foreign Affairs, Kazakhstan is of “special interest”. 

Tele2 identified some risk factors in Kazakhstan that Tele2 monitors, evaluates and 

works to mitigate such as human rights, ownership related risks and risks for corruption. 

 

Only for TeliaSonera: Why are you planning to leave the market of Kazakhstan? 

TeliaSonera 
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TeliaSonera decided to leave the whole Eurasian region and not only Kazakhstan. They 

accepted that the margins had been high and the growth had been fast, but it had been 

problematic in many ways to operate in the region including Kazakhstan. Historically, 

the political, economic, legal and regulatory systems have been less predictable than in 

mature markets. The political situation in Kazakhstan may remain unpredictable and 

become unstable. Also, unexpected or unpredictable litigation cases may be applied. 

Such negative political or legal developments or weakening of the economies or 

currencies as it happened recently in Kazakhstan regarding the currency devaluation 

affect TeliaSonera’s results of operations and financial position. Also, TeliaSonera 

referred to the difficulty of repatriating the cash due to not knowing co-owners. This 

and many other challenges in this market would require lots of resources and attention 

from TeliaSonera. Thus, leaving the whole Eurasian region would allow TeliaSonera to 

have a full focus on operations in the Nordic and Baltic countries, where 80 percent of 

its net sales comes from. TeliaSonera is going to leave the region as carefully and 

responsibly as possible to satisfy all of its stakeholders. 

 

Only for Tele2: Do you agree with the statement that the main reason of being merged 

with Altel was to get a license for the use of LTE standard (4G)? Are you satisfied with 

being merged with Altel? 

Tele2 

The new joint venture is beneficial for both Altel and Tele2. Customers of Tele2 would 

have the access to Altel’s 4G network. Shareholders of Tele2 would benefit from the 

synergy effects created by the joint venture. Altel, the owner of which is Kazakhtelecom 

would benefit from both the Tele2’s extensive know-how in telecom and the experience 

of Tele2 in management, governance and corporate responsibility. Moreover, the new 

joint venture will serve as a vehicle for development in Kazakhstan. The condition of 

Tele2 when entering into any partnership in Kazakhstan has always been to have 

management control, meaning that the majority of the votes in any joint operation 

would be held by Tele2 which gives the ability to manage the risks. 

 

Would you say that Kazakhstan is a very attractive market for foreign direct 

investments? Do you advise to invest in Kazakhstan? 

TeliaSonera 
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TeliaSonera admitted that it is a very attractive market for FDI. Emerging markets have 

been always attractive and known for the fast growth. At present, the main thrust of the 

country's economy is the raw materials. Therefore, Kazakhstan needs to diversify the 

economy in order to reduce its raw materials dependence. And from this perspective, 

the future of Kazakhstan seems to be more balanced. The world economic outlook for 

the next 15-20 years shows that there is a growing role in such industries as food 

processing, storage and transportation of food products. Kazakhstan produces high-

quality grain and has a huge potential to export crops, wheat and other food products. 

After 15 years, Kazakhstan has a great potential to occupy an important place in the 

global economy, not only in terms of oil, gas, uranium, chromium, aluminum and other 

metals, but also due to the production of agricultural products. Telecommunications 

services could be compared to the air in today’s modern life. After all, people do not 

think about it until the access is not blocked. Thus, the presence of TeliaSonera has been 

very crucial for the development of Kazakhstan. 

Tele2 

Kazakhstan’s a young country. It received its independence from the Soviet Union in 

1991, the country has built up an economy focused on the development of its oil, gas, 

metals and mineral resources, and has attracted considerable flows of FDI. Over the last 

two decades, Kazakhstan has also enjoyed significant growth in its telecommunications 

sector. The sector has seen widespread development of the infrastructure inherited from 

the Soviet period, and, in 2004, an end to the market monopoly of Kazakhtelecom. 

Trade between the European Union and Kazakhstan has grown rapidly in the last 

decades. The EU has become Kazakhstan's largest trading partner and foreign investor, 

representing over half of total FDI in Kazakhstan. Kazakhstan is a good place for 

companies to invest as it has a friendly foreign investment climate. Foreign investors 

look for stability and predictability and that is what Kazakhstan has. 

 

What would you like to recommend for new future entrants? 

TeliaSonera 

Every emerging market is risky, but offers great opportunities for the growth. However, 

not every company would find Kazakhstan to be a right place for investing. New future 

entrants have to remember to be ready for challenges and obstacles and it is definitely 

not going to be easy. Chances to succeed would be higher if the company has the 
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experience operating in Eastern Europe and Russia as well as if the company is ready to 

invest the time, efforts and resources in the long run. 

Tele2 

Kazakhstan is an interesting place to invest in. However, it is important to remember to 

act according to company’s defined values and be in compliance with the local 

legislation and regulations, but also set the ethical benchmarks to act and behave as a 

responsible company. New future entrants should remember that Kazakhstan population 

is small in comparison to the large landmass, so the distribution channels should be able 

to reflect the needs nationwide. Also, it is strongly recommended to perform the due 

diligence. Additionally, Kazakhstan is an emerging market, therefore the company 

should be ready for ever changing market conditions. For the last year, Kazakhstan has 

suffered from extreme macroeconomic challenges and the intensified competitive 

environment. The devaluation of the national currency in 2015 influenced consumers’ 

spending for mobile services. EBITDA of Tele2 has been impacted by the significant 

devaluation of the Kazakh Tenge. However, Tele2 was able to manage to add 1.1 

million customers in 2015. 

 

4.2 Ethical Issues 

Was the ethical behaviour of your company negatively affected when entering emerging 

market of Kazakhstan? If yes, how the ethical behaviour of your company was affected 

by the emerging market economy conditions of Kazakhstan? 

TeliaSonera 

TeliaSonera admits that it was not easy to do business in the whole Eurasian region. 

Certainly, due to conditions of the country, TeliaSonera was exposed and still is too 

many risks related to unethical business practices and corruption which could damage 

the reputation of company. That is the main reason of TeliaSonera leaving the whole 

region because it takes so much efforts and resources to prevent such. 

Tele2 

Tele2 explained that any company operating in the host market would be exposed to 

different risks related to the unknown environment. However, Tele2 is in line with its 

own code of conduct and ensuring that the code of conduct is enforced.  

 

Why does it happen? What are the factors influencing the ethical behaviour? What are 

reasons for that? 
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TeliaSonera 

The unethical business practices and corrupt activities carried out by companies are the 

result of market conditions. Kazakhstan’s officials understand the need of 

implementation economic reforms, but laws and regulations are usually executed 

incorrectly at the local level. It is important to note the burdensome regulations which 

refer to the Soviet Union time. Also, there is ongoing corruption and concentration of 

political power. All these issues remain to be major challenges for companies. 

Tele2 

The ethical behaviour could be influenced by the market conditions especially when 

there is irregular implementation of laws and regulations which pave the way for 

increase in corruption. Also, the cultural differences should be taken into account. 

 

How does your company maintain a high standard of business ethics? 

TeliaSonera 

The code of ethics and conduct guides employees. It states how employees should 

interact with different stakeholders, including customers, business partners, competitors, 

co-workers, shareholders, governments and regulatory bodies, as well as local 

communities wherever TeliaSonera operates. The code is translated into 20 languages of 

where TeliaSonera operates including Kazakhstan. TeliaSonera works towards adopting 

the principles of the code in all operations in which it has ownership interests. Also, 

TeliaSonera has the Supplier code of conduct and all suppliers of TeliaSonera are 

obliged to follow, even if they stipulate a higher standard than required by national laws 

or regulations. 

Tele2 

As part of Tele2’s corporate responsibility efforts, and to ensure a high ethical standard, 

Tele2 expects its business partners to adopt equally, or higher, standards. These 

requirements have been formulated in Tele2’s Business Partner code of conduct. In 

order to do business with Tele2, business partners are expected to sign, implement and 

comply with the Business Partner code, or, in rare occasions, the code of conduct itself. 

For instance, MT-S’ board members have signed the Tele2 code of conduct, including 

the two representatives from AsiaNet. Tele2, or an external party that Tele2 choses, will 

occasionally perform Business Partner code of conduct audits on compliance with the 

elements included in the Business Partner code. 
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What is the role of manager when it comes to these issues? 

TeliaSonera 

Manager plays an important role in shaping organizational ethics and should look for 

ways to strengthen the relationship with its stakeholders and reputation of the company. 

Ethics is as much an organizational as an individual issue. Therefore, the ethical 

organizational culture very much depends on management. 

Tele2 

Manager must understand his or her ethical and legal obligations in order to set an 

example of such behaviour for others. The understanding of company’s code of conduct 

is vital. There are such situations when it is unsure if it is ethical or unethical. Such 

situations are called ethical dilemmas which are often met in today’s business. 

Managers are usually advised to use core principles of human rights, utilitarian views 

and justice when it comes to solving the ethical dilemmas. Also, manager would need to 

have her or his own judgement when it comes to cultural differences. It is a great 

challenge for companies to come from higher ethical standards markets to lower, but the 

host country should not be forced to adopt foreign company values. Managers should 

behave ethically in accordance with the code of conduct, but in some situations they 

should have a sense when it comes to culture e.g. local traditions. 

 

Did you have any challenges with understanding and educating Kazakhstani staff? 

TeliaSonera 

TeliaSonera noted that in order to become successful it is important to develop the skills 

and professional growth of its employees. Kcell Business School train employees for 

them to develop further. For the last year, around 23,000 employees had the Code of 

Conduct e-learning course and nearly 4,800 employees of TeliaSonera in Eurasia 

including Kazakhstan participated in face-to-face anti-corruption training. 

Tele2 

Tele2 confirms on facing challenges, but Tele2 educates all existing and new employees 

on the code of conduct, the whistle-blower policy and the UN Guiding Principles on 

Business and Human Rights. All employees including employees in the new joint 

venture are required to read and sign the code of conduct annually as a condition of 

employment. 
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Do you agree with the statement that corporate governance has the impact on ethical 

behaviour in emerging markets? 

TeliaSonera 

CG and business ethics are interrelated with each other. Ethical aspects of CG exist in 

every board decision and action. The board sets the tone for the whole organization. The 

code of ethics and conduct is issued by the board of directors. The behaviour of the 

board, values and standards, relevant policies, monitoring and reporting and so forth are 

the ethical aspects of CG. TeliaSonera has four members on sustainability and ethics 

committee of the board which work on the review of the sustainability strategy, the 

status of ongoing ethics, compliance and sustainability initiatives, the status and actions 

of the anti-bribery and corruption program, including e.g. corruption risk-assessment by 

country, instructions and training, whistleblowing tools, etc., follow-up of the 

compliance with the OECD guidelines for multinational enterprises and so forth. 

Tele2 

Tele2 agrees on this statement and specifying that the political, economic, regulatory 

and legal environments as well as the tax system in Kazakhstan are still in the process 

of development and less predictable than in other countries where there are more mature 

institutional structures. It also applies to the prevailing CG codes, business practices as 

well as the reporting and disclosure standards. These market conditions comprise risks 

for Tele2 and increase the need for thorough ethical considerations when doing business 

in Kazakhstan taking into account that Tele2 does not wholly own the operations in 

Kazakhstan in its entirety. 

 

Do you see big differences between corporate governance in Sweden and Kazakhstan? 

How different are they and in what terms? 

TeliaSonera 

Kazakhstan is a young country which is still developing. Principles and practices of 

governance are different from country to country. Sweden is a member of the EU. All 

listed companies in EU member states have been required to publish a corporate 

governance statement in their annual reports since the introduction of EU Directive in 

2006. The CG framework, including disclosure to shareholders, could be strengthened. 

However, many initiatives are taken in Kazakhstan, so the perspectives of the 

improvement of CG practices seem to be optimistic. 

Tele2 
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CG framework is still developing. Hence, many companies of Kazakhstan are not aware 

with basic international CG documents, but many of them understand that the 

enhancement of the CG practices would improve the image of the company. The main 

factor that prevents the development of CG is the legislation which requires to be 

modified. 

 

What do you think about CSR practices in Kazakhstan? 

TeliaSonera 

The CSR Framework of Kazakhstan was shaped by the codes of conduct of the 

transnational corporations operating in Kazakhstan. In 2007 TeliaSonera joined UN 

Global Compact and became the first company among mobile operators of Kazakhstan 

to follow and implement the worldwide principles of business CSR. Together with other 

multinational corporations operating in Kazakhstan, TeliaSonera launched a local CSR 

Kazakhstan website project in 2010 with articles, analyses and news regarding CSR. 

Thus, TeliaSonera takes initiative in promoting best practices in CSR in Kazakhstan 

since the understanding of CSR in Kazakhstan are not aligned with the international 

ones. 

Tele2 

CSR has been actively promoted in Kazakhstan by the government and Kazakhstan 

works towards meeting OECD guidelines for international investment and multinational 

enterprises. However, Tele2 identified five focus areas with regard to Corporate 

Responsibility that needs the attention of Tele2 in Kazakhstan. They are corruption, 

ownership structure, code of conduct enforcement, transparency and privacy and 

integrity. Tele2 works hard for being a “Responsible Challenger” and always aims to be 

on top of CR matters that are of importance for our stakeholders. In the beginning of 

2015, Tele2 got ranked number one out of the largest Sweden based companies for 

transparency in corporate reporting which was conducted by Transparency International 

Sweden. 

 

What do you think about legal framework in Kazakhstan? Does it have an effect on 

ethical behaviour? 

TeliaSonera 

Kazakhstan is a developing country, so as any developing country there is a need to 

work further on the development of the country. The effective legal framework plays a 
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crucial role and is closely related to ethics in terms of minimizing any deviations from 

standards. 

Tele2 

The legal framework of Kazakhstan is challenging and complex taking into account the 

recent significant reforms such as securities legislation, concessions, competition, 

antimoney laundering, insolvency, and establishing legal entities. The legal framework 

has to be further improved for investment as it is still not in line with internationally 

accepted standards. Therefore, it may make companies to deviate from ethical standards 

in turn. 

 

Kazakhstan is ranked high in corruption. It can be very much understandable if your 

company was engaged in this. So, have your company been ever forced to be part of it? 

If yes, how often were you subject to corruption? 

TeliaSonera 

If the company carries out the business in countries with high corruption, the company 

has to approach it more closely and carefully. The telecom market is strongly exposed 

to bribery and corruption risks because of being dependent on government granted 

telecom licenses and frequency permits, as well as the need for government granted 

permits and approvals at several stages of the network roll-out process. Actual or 

perceived corruption or unethical business practices may damage the customers’ or 

other stakeholders’ perception of TeliaSonera follows by a negative impact on 

TeliaSonera’s business operations and its brand. It might lead to a decision to exit one 

or a number of markets. 

Tele2 

Corruption is a great obstacle to investment. Kazakhstan is ranked high in corruption, 

but Tele2 has the policy of zero tolerance on corruption as it is in Sweden. It is always 

risky for companies that entered the country being ranked high in corruption. The code 

of conduct of Tele2 is based on the ten principles of the UN Global Compact and 

includes provisions related to business integrity in general and anti-corruption 

specifically. In the light of recent speculations from media about corruption or improper 

business behaviour, Tele2 asked a number of internationally reputable institutions to 

assess the company’s operations in Kazakhstan in order to prove the policy of zero 

tolerance on corruption. 
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How do you deal with the internal confrontation? How is it possible to avoid playing 

the local game? 

TeliaSonera 

TeliaSonera mentioned before that doing business in Kazakhstan and similar markets 

takes a lot of energy and the situation of internal confrontation is very common when it 

is hard to make a decision because of the offered attractive opportunities and an 

incorrect application of laws and regulations together with the pressure from authorities 

which is in fact an effort to extract bribes. TeliaSonera always tries to act in accordance 

with the own code of conduct and promote good CG practices and business ethics as 

well as CSR. 

Tele2 

Ethical dilemmas are very common. One of the most common types is the kickback. 

These dilemmas can be either good for the manager itself or organization, they can be 

not only unethical, but also illegal. Tele2 has operated in a sustainable and ethically 

correct way from the time of entering the Kazakhstan market. To avoid unethical 

situations, Tele2 always assesses its investments, operations and partnerships in 

Kazakhstan. Tele2 ensures the company’s code of conduct being enforced. It acts in 

accordance with local legislation and regulations, but also sets its own bar for how to 

act and behave as a responsible company. One of the recent examples can be made 

regarding the joint venture of Tele2 and Kazakhtelecom. Tele2 remains the management 

control over the joint venture and the agreement contains the exit clause which gives 

Tele2 to exit its involvement should Kazakhtelecom be in material breach of the code of 

conduct. Business Partner code of conduct of Tele2 was signed by Kazakhtelecom. 

Tele2 enforces own code of conduct. In addition, the company is going to educate all 

employees on its own code of conduct and the whistle-blower policy. They would also 

have to sign in if they want to work for Tele2. To ensure all, there is going to be an 

employee being responsible for corporate responsibility who is going to monitor. So, 

the enforcement of its own code of conduct is taken very seriously. 

 

Did you feel any pressure from authorities and would you say you were dragged into 

the local game? 

TeliaSonera 

TeliaSonera confirmed that there were such cases, but refused to go into details. The 

recent example was made regarding the license for the use of LTE standard (4G) as the 
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only company in Kazakhstan that had a license for the use of LTE standard (4G) was 

JSC Altel owned by the national operator Kazakhtelecom. After the creation of new 

legal entity of Tele2 and Altel, TeliaSonera was able to get the right for the use of 4G 

but also only if certain requirements in terms of coverage would be fulfilled. That shows 

how the market is highly unequal. 

Tele2 

Tele2 commented on the recent joint venture that the negotiations lasted two years 

before both parties agreed on the joint venture. It was not easy, but successfully 

completed. Additionally, Tele2 was concerned about the potential connection between 

Kazakhstan officials and the ultimate beneficial owner of AsiaNet. Tele2 requested the 

information regarding the agreement between Kazakhtelecom and AsiaNet. However, 

Tele2 was informed that it was business practice in Kazakhstan not to disclose 

information about agreements and partners to third parties where Tele2 is a third party. 

The ultimate beneficial owner was asked to comment on her connection with 

Kazakhstan officials. For that reason, the ultimate beneficial owner of AsiaNet signed 

the paper confirming that she was not acting on behalf of any politicians and she is the 

ultimate beneficial owner of AsiaNet. Also, the business risk management firm hired by 

Tele2 identified no specific allegations of corruption, or other irregularities, relating to 

this or her business activities during the course of their investigation. 

 

Do you think it is possible to do business without corruption in Kazakhstan? 

TeliaSonera 

TeliaSonera admits that it is possible but companies have to be careful and be able to 

protect the business from being a victim of corruption. Likewise, the scandal that 

happened in Uzbekistan with TeliaSonera was due to being unable adequately assess its 

Uzbek partner and find out who was the ultimate owner. TeliaSonera commented that 

the market was very attractive and it would not be wise to lose such an opportunity in 

the market of Uzbekistan. Moreover, the transaction was legitimate, but the only thing 

that TeliaSonera regrets about is that they moved forward without determining the 

identity of the counterparty and became victim of corruption. 

Tele2 

Tele2 confirms that it is possible to do business in Kazakhstan without being complicit 

in corruption and irregularities and they have been able to do so for six years. As with 

all aspects of business operations, Tele2 strives for the highest possible standards of 



  
 

61 

transparency and ensures that both employees and business partners comply with the 

code of conduct of Tele2. Based on experiences of Tele2, it is known that many 

businesses face challenges in Kazakhstan and how the environment is. In addition, it is 

worth noting that both the EU and the Government of Sweden are encouraging 

European and Swedish companies and investors to increase trade with Kazakhstan. 

 

4.3 Summary of Empirical Presentation 

Table 3. TeliaSonera vs. Tele2 

 TeliaSonera Tele2 

Entry mode strategy 

(part of the purpose, to 

give a complete picture 

of doing business in 

Kazakhstan) 

 

Joint venture Acquisition 

Factors influencing 

ethical behaviour in 

Kazakhstan (Research 

question 1) 

Corruption, concentration of 

political power, burdensome 

regulations, incorrect 

implementation of laws and 

regulations at the local level, 

corporate governance and 

individual factors. 

Corruption, irregular 

implementation of laws and 

regulations, cultural 

differences, corporate 

governance and individual 

factors. 

Internal confrontation 

(Research question 2) 

Common Common 

 Incorrect application of laws 

and regulations as well as the 

pressure from authorities in 

order to extract bribes. 

 

 

Kickback is the most 

common ethical dilemma. 

 Act in accordance with the 

own code of conduct and 

promote good CG practices 

The enforcement of its own 

code of conduct is ensured 

and taken very seriously. 
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and business ethics as well as 

CSR. 
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5 Analysis 

The analysis contains the empirical findings together with the theoretical framework, 

where the purpose is to discuss and analyze the responses from interviews with 

TeliaSonera and Tele2 through the theories presented above in order to answer my 

research questions. It is a pattern matching analysis where responses and theories are 

examined in regard of the contents for the commonalities and differences in order to 

develop general findings. The analysis is structured into two headings as it was in the 

empirical presentation – Entry strategy and Ethical issues. Ethical issues are the main 

focus which provides answers to my research questions and the description of entry 

strategy is made in order to give a complete picture of doing business in Kazakhstan. 

 

5.1 Entry Strategy 

TeliaSonera and Tele2 performed a detailed market research before entering the market 

to identify opportunities and risks. Opportunities of low mobile network penetration, 

low competition, young and dynamic population, dependence on mobile network due to 

undeveloped landline, stable macroeconomic indicators and economic growth attracted 

TeliaSonera and Tele2 to invest in this market. Huei-Ting and Eisingerich (2010) argue 

that entering such markets should be less expensive and less risky because of a low 

competition in these markets in comparison to mature markets. Based on TeliaSonera, 

Kazakhstan is inexpensive, so it is not quick to enter the market. 

 

There are different types of risk for the company which are country, location, demand 

and competition (Malhotra et al., 2003). TeliaSonera faced challenges in relation with 

the weak institutional settings when entering into Kazakhstan. Economic, legal and 

regulatory systems were highly bureaucratic and risky. Tele2 specified the political 

environment of Kazakhstan as a great challenge which is common for emerging markets 

(Arnold and Quelch 1998). In addition, Tele2 identifies human rights, ownership related 

risks and risks for corruption in Kazakhstan, while TeliaSonera identified human rights 

as well, but also foreign exchange restrictions, the potential establishment of foreign 

ownership restrictions or other potential actions against entities with foreign ownership 

and the problem of repatriating the cash due to not knowing co-owners. These aspects 

should be taken into account when planning to enter the market of Kazakhstan. 
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The choice for market entry mode strategies is affected by external and internal factors 

i.e. firm and country level factors (Pehrsson, 2008; Bedi and Kharbanda, 2014). 

Initially, TeliaSonera entered Kazakhstan through the equity entry mode, joint venture 

and Tele2 also entered Kazakhstan through the equity entry mode, but acquisition 

strategy. Such modes have higher return on investments, require higher resource 

commitments, provide with a higher degree of control on operations, but a higher level 

of risk exposure and higher exit cost that non-equity (Bedi and Kharbanda, 2014). Root 

(1994) categorized entry mode in which joint venture is a contractual mode and 

acquisition is a subsidiary mode. The knowledge and skills are transferred by shared 

ownership and control with the local firm in a contractual mode and in a subsidiary 

mode, the firm is controlled and owned by the foreign firm. Acquisitions are considered 

to be costly, but provides with a higher degree of control over operations. Also, 

acquisitions are considered to be a fast approach to enter the market and less risky 

because of the local companies being already in the country, but there might be a 

conflict of interests between parties due to cultural and value differences. Joint venture 

is beneficial because of the knowledge of a local partner regarding the local market, but 

it has the risk of opportunistic behaviour by the partner (Bedi and Kharbanda, 2014). 

Also, foreign investors choose joint ventures when companies have low risk tolerance 

and the return is higher than the risk. They choose wholly owned enterprise when they 

have high risk tolerance and the return is higher than risk (Kos, 2010). Both companies 

expected the return to be higher than the risk, that’s why they invested in the market of 

Kazakhstan, but they had different levels of risk tolerances based on the chosen 

strategy. 

 

Peng (2003) stated that foreign companies tend to form joint ventures with local 

partners and use local brands during the early phase. During the late phase, they prefer 

wholly owned subsidiaries and acquisitions (Peng, 2003). TeliaSonera entered via joint 

venture with the local partner, Kazakhtelecom during the early phase which is explained 

by the uncertainty of environment and it is time-consuming to learn, so it is easier to 

depend on the knowledge of local partner regarding the local market. Also, at the time 

of the entrance, Kazakhstan telecommunication market was very monopolized and 

based on Steinfield, Bauer and Caby (1994), the joint venture allows PTOs to access 

very monopolized markets, which was also chosen by most PTO across Europe in case 

of such markets. However, Tele2 entered the market through acquisition which is 
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usually done during the late phase based on Peng (2003). That could be explained due 

to already established operations of Tele2 in the market of Russia when entering 

Kazakhstan. The market of Russia is similar to Kazakhstan due to the history and being 

in the Soviet Union meaning that the environments of these markets are similar. 

Kazakhstan was very much influenced by Russia during the Soviet Union time, so 

people share same values and culture. Russia is also an emerging market as Kazakhstan. 

Therefore, Tele2 had already the knowledge and experience of operating in the similar 

market, so there was no need to go through the early phase process. Peng (2003) stated 

that foreign companies that have already gained the experience and can predict the 

regulatory environment tend to choose wholly owned subsidiaries and acquisitions. 

 

TeliaSonera and Tele2 succeeded in the market of Kazakhstan, which shows that the 

chosen entry mode became suitable for both. TeliaSonera noted that 2010 was the most 

successful year for them which was the year when Tele2 entered and exactly before 

Uzbekistan scandal following by the decision on leaving the market. That could be 

explained by unethical practices of TeliaSonera affecting the reputation of company and 

that is the reason for them to have 2010 as the most successful. Also, the presence of 

Tele2 in the market which attracted customers by offering lower prices added another 

competitor for TeliaSonera. 

 

TeliaSonera explained the reason of leaving the market referring to the emerging market 

conditions being unpredictable including the political, economic, legal and regulatory 

systems as well as unexpected and unpredictable litigation cases. Such conditions 

require lots of resources and attention from TeliaSonera and so, it makes hard to focus 

on other markets. Besides that, TeliaSonera pointed out the recent currency devaluation 

and unequal market conditions in Kazakhstan. It became a huge success for Tele2, since 

the company even formed the joint venture with the local partner. As it was mentioned, 

joint ventures are usually chosen during the early phase, but the reason for Tele2 to 

form was to have access to Altel’s 4G network and the way to monopolized market is to 

form joint venture. Before forming the joint venture, Altel was the only owner of 4G 

network and TeliaSonera tried many times to get the access, but did not succeed and 

only after the creation of joint venture of Altel and Tele2, TeliaSonera was able to have 

an access as well, but certain conditions had to be met. That’s why TeliaSonera 

complains regarding unequal conditions in the market as well as the pressure from 
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officials. However, it might be also understandable of why Altel decided to form the 

joint venture with Tele2 and not TeliaSonera as well as providing the access to Tele2. It 

could be because TeliaSonera had already been involved in the scandal, so it tarnished 

the reputation of TeliaSonera on a global arena. It is important to maintain a good 

reputation since it is essential for the company’s survival. Also, by forming the joint 

venture, Altel benefits from Tele2’s extensive know-how in telecom and also from 

experience of Tele2 in management, governance and corporate responsibility. 

Moreover, Tele2 believes that the new joint venture will serve as a vehicle for 

development in Kazakhstan. 

 

It looks that Tele2 had a better luck than TeliaSonera in the market of Kazakhstan. That 

can be explained by the time of entering Kazakhstan. TeliaSonera was the early entrant 

and Tele2 was the late entrant (Root, 1994). It is always easier for late entrants rather 

than for early ones even taking into account the created entering barriers by TeliaSonera 

for Tele2 in terms of the competition in the market. As the pioneer, TeliaSonera had an 

advantage in terms of sustained market share over Tele2. Late entrants should adopt 

new marketing strategies in order to succeed and increase the customer base. Tele2 

attracted customers by offering lower prices than TeliaSonera. Moreover, Tele2 

managed to strengthen their position in the market by merging with Altel. The reason 

for TeliaSonera to lose its strong position in the market after appearance of Tele2 in 

2010 is explained by unethical practices of TeliaSonera which affected the reputation of 

company. In addition, TeliaSonera came to the market through its holding in Turkey, 

while Tele2 came after entering Russia, so Tele2 had a market experience in similar 

market which made to gain a sustainable position in the market (Pehrsson, 2001). It is 

also important to note the time of entry by Tele2 which was exactly the year of 

introduction of 3G in Kazakhstan as well as the after financial crisis time. Before the 

financial crisis and entrance of Tele2, TeliaSonera was the only one leading mobile 

operator and during its operating time, it was oil boom in Kazakhstan since 1999 which 

continued until the financial crisis as well as the change of capital which was built with 

oil money. TeliaSonera had excellent years until the scandal in Uzbekistan was revealed 

including rumours of unethical practices in Kazakhstan. As it was mentioned, Tele2 

entered Kazakhstan after the financial crisis offering lower fares than TeliaSonera 

which made Kazakhstan customers to switch the operator. In most of the cases, 

customers once started with one operator are not willing to switch the operator, but the 
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time of entry right after the financial crisis was very well chosen by Tele2. Further plan 

of Tele2 is to buy out AsiaNet Kazakhstan’s interest which would make Tele2 to be the 

only owner of Tele2 Kazakhstan (MT-S) which is the wholly owned subsidiary chosen 

during the late phase of Peng’s (2003) two-phase model. TeliaSonera also purchased the 

stake of Kazakhtelecom in Kcell in 2012. Wholly owned subsidiary is a very costly 

method, but gives the highest degree of control over the operations (Bedi and 

Kharbanda, 2014). 

 

In general, TeliaSonera and Tele2 describe the market of Kazakhstan as being attractive 

market for FDI. Tele2 stated that generally, Kazakhstan has stability and predictability 

which investors look for, but the opinion is not fully supported by TeliaSonera. New 

future entrants are advised by TeliaSonera should be ready for challenges and obstacles. 

Chances to succeed are increased if the company has the experience operating in similar 

markets as well as if the company is ready to invest the time, efforts and resources in 

the long run. Tele2 mentioned about the population of Kazakhstan being small in 

comparison to the large landmass and strongly recommended to perform the due 

diligence. Also, the company should be ready for ever changing market conditions that 

formulate the strategy (Pehrsson, 2001). 

 

Thus, all companies willing to enter the market of Kazakhstan have to do the market 

research specifically to assess relevant barriers and exploring opportunities they have. 

To exploit business opportunities, strategy competence is crucial. Then, the company 

should choose the entry strategy (Pehrsson, 2001). According to Pehrsson (1996) there 

was a tendency in the telecommunications industry to form strategic alliances of 

different character. The majority of operators entering the markets in the UK and 

Sweden initially prefer the organic development of sole ventures (Pehrsson, 2001). 

Tele2 chose acquisition strategy and TeliaSonera chose the joint venture to enter the 

market of Kazakhstan. In this way, this study in the market of Kazakhstan supports the 

two-phase model of Peng (2003) and other researchers mentioned in this study in 

relation to the reasons for choosing one or the another entry strategy to enter the market 

of Kazakhstan. 
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5.2 Ethical Issues 

Based on the Model 1, the ethical behaviour can be influenced by not an effective legal 

framework, cultural differences, corruption, poor corporate governance, individual 

factors. Both companies agree that the ethical behaviour can be negatively affected by 

emerging market economy conditions of Kazakhstan. The political, economic, 

regulatory and legal environments as well as the tax system in Kazakhstan are still 

developing and less predictable than in Sweden. Same applies to the prevailing CG 

codes, business practices as well as the reporting and disclosure standards. These 

market conditions comprise risks for TeliaSonera and Tele2 and increase the need for 

rigorous ethical considerations when doing business in Kazakhstan. 

 

5.2.1 Legal Framework 

TeliaSonera and Tele2 have similar opinions regarding the legal framework in 

Kazakhstan which is challenging and complex taking into account the recent significant 

reforms such as securities legislation, concessions, competition, antimoney laundering, 

insolvency and establishing legal entities. As any developing country, the legal 

framework needs further developments for investment as it is still not in line with 

internationally accepted standards. The effective legal framework is closely related to 

ethics because it minimizes any deviations from standards which is not the case of 

Kazakhstan. 

 

5.2.2 Culture 

Culture is another factor influencing the ethical behaviour which was confirmed by 

Tele2. Donaldson (1996) argued that the foreign company should have a respect for 

cultural traditions. For instance, Kazakhstan may be different in terms of giving some 

gifts. Certainly, it is not as extreme as it is in Japan, but it happens and treated to be as 

nothing wrong which may be perceived by Swedish company as a sort of corruption. 

However, cultural differences were only confirmed by Tele2. 

 

5.2.3 Corruption 

TeliaSonera and Tele2 find the corruption in Kazakhstan to be a main threat for ethical 

behaviour of companies. In fact, the telecom market is strongly exposed to bribery and 

corruption risks because of being dependent on government granted telecom licenses 
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and frequency permits, as well as the need for government granted permits and 

approvals at several stages of the network roll-out process. Thus, it is hard to operate in 

such markets for foreign companies especially in telecommunications market. Based on 

the experience of TeliaSonera and Tele2, it is possible to do business in Kazakhstan 

without being complicit in corruption and irregularities. Foreign companies need to be 

careful and be able to protect the business from being a victim of corruption. The 

scandal that happened in Uzbekistan and some rumours about unethical practices of 

TeliaSonera in Kazakhstan show that the company was not enough careful. That 

actually made TeliaSonera to make a decision on leaving the market. TeliaSonera 

admitted that it did not want to lose such an opportunity in the market of Uzbekistan 

and moved forward without determining the identity of the counterparty and became a 

victim of corruption. Tele2 has been able to do business ethically and responsibly for all 

six years of operations in Kazakhstan striving for the highest possible standards of 

transparency and ensuring that both employees and business partners comply with the 

code of conduct of Tele2. 

 

5.2.4 Corporate Governance 

TeliaSonera and Tele2 agree on the importance of CG in ethical issues. The ethical 

aspects of CG are the behaviour of the board, values and standards, relevant policies, 

monitoring and reporting. The board sets the tone for the whole organization. Both 

companies share the opinion on the need of improving CG in Kazakhstan. CG 

governance is different from one country to another. CG of Sweden differs from CG of 

Kazakhstan. Sweden has higher standards than Kazakhstan. However, there is a sign of 

convergency as it is between all countries, but still CG of Kazakhstan does not meet 

international standards (Issyk, Kopitin, Kosolapov, Kokbasarova, Marusich, Samatdin, 

Filin, Shalgimbaeva, 2009; Jansson, Jonnergård and Larsson-Olaison, 2013). Many 

companies in Kazakhstan do not know basic international CG documents, but many 

understand that the image of the company would be improved by the enhanced CG 

practices. After reviewing the documents of several listed companies on the Kazakhstan 

Stock Exchange (KASE), it shows that the implementation of CG code is not fully 

understood by local companies. According to García-Castro, Ariño, Rodriguez and 

Ayuso (2008), there are two types of CG system such as market based system and 

network based system. CG in Sweden has been traditionally known as network based 

CG systems, but after some legal changes since the 1990’s, it became more market-
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oriented (Sinani, Stafsudd, Thomsen, Edling and Randøy, 2008). CG in Kazakhstan is 

neither market based nor network based, but rather a mixture of them two with some 

own characteristics. Each country and its level of economic development, as well as the 

current economic situation are characterized by its own model of CG, which may have 

similarities with the generally accepted model of CG (Issyk et. al, 2009). There is a need 

in strengthening the CG framework, including disclosure to shareholders, but the 

legislation prevents the development of it and so requires to be modified. Nevertheless, 

many initiatives are taken in Kazakhstan, so the perspectives of future development of 

CG practices seem to be optimistic. 

 

5.2.4.1 Corporate Governance and Corporate Social Responsibility 

Business ethics is related to the broader concept of CSR (Ferrell and Fraedrich, 1997). 

CSR and CG are related to each other. CSR is based on self-regulation linked internal 

and external management of the organization (Wood, 1991; Nasrullah, 2016). CG is 

about the governance and management of the organization (Jansson, Jonnergård and 

Larsson-Olaison, 2013).  

 

Australian Parliamentary Joint Committee on Corporations and Financial Services 

considers CSR as one of the aspect of total governance framework. Additionally, the 

four pillars on which the CG is built on includes CSR, which are as follows (Nasrullah, 

2016): 

 To be in line with all regulatory requirements; 

 Same treatment to all stakeholders; 

 Full and fair disclosure of all material information; 

 Respects for norms of business and social responsibility. 

 

However, Walsh and Lowry (2005) clearly separate CG and CSR by defining CG term 

in the narrow sense as the enhancement of shareholder value and the protection of 

shareholder interests. In the narrow sense, CG is about the relationship of company to 

its shareholders and in the broad sense, CG is extended to the society (Nasrullah, 2016). 

 

CSR is also viewed in different perspectives. For Friedman (1970), CSR is to participate 

in different activities that would increase the profit and act in accordance with rules and 

certain norms which is the classical view on CSR. For Blowfield and Frynas (2005), 
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CSR is to think not only about profits, but also for the broader social welfare which is 

socioeconomic view on CSR. 

 

Erik Belfrage of Sweden’s SEB Bank commented on CG and CSR that “corporate 

governance and corporate social responsibility are both extremely important to a 

company. But it is not a natural thing to separate them. If you have a well formed CG 

programme in place that would probably take care of most CSR issues.” (Nasrullah, 

2016). 

 

CSR Framework of Kazakhstan has been shaped by codes of conduct of transnational 

corporations operating in Kazakhstan. Both TeliaSonera and Tele2 promote best 

practices in CSR in Kazakhstan because the understanding of CSR in Kazakhstan is far 

away from the understanding in mature markets. Tele2 identified five focus areas with 

regard to Corporate Responsibility which are corruption, ownership structure, code of 

conduct enforcement, transparency and privacy and integrity. These five areas require 

the attention from Tele2 in Kazakhstan. 

 

5.2.4.2 Corporate Governance and Ethical Behaviour 

The implementation of sound ethical practices would have a positive effect on the 

reputation (Bondy et al., 2004). To keep a good reputation is important for the company 

because company’s objectives are more easily achieved. It is same as with the people, 

we all try to have a good reputation at school, at work etc., because we understand that 

with a good reputation we will be happier and more successful. Organization also needs 

to maintain a good reputation in the business world to succeed. 

 

There are three theories with respect to ethics and CG which are stockholder, legitimacy 

and stakeholder (Fleege and Adrian, 2004, Hasnas, 1998; Rodriguez et al., 2009; Blair, 

1995). Before big scandals such as Enron, Tyco Internationals, companies were mostly 

focused on a stockholder theory which is to maximize the shareholder value. That is 

also supported by the article of Friedman regarding CSR (1970). Such scandals showed 

that companies should reconsider their focus of only on maximizing the shareholder 

value if they want to have a long-term success. Phillips (2003) argued that the success 

and failures of organization depend on organizations’ stakeholders. So, the stakeholder 

theory gained its popularity especially in leading economies as well as in Sweden 
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because it is about balancing the interests of all stakeholders including shareholders, so 

it does not exclude the focus on increasing profits, but it defines broadly the role of 

organization besides its primary goal of maximizing shareholder value. 

 

The Uzbekistan scandal of TeliaSonera is a good example of company practicing the 

stockholder theory. This theory should not be confused with doing everything in order 

to increase the profit, it is important to remember that all actions should be legal. 

TeliaSonera confirmed that the transaction was legitimate, but the only thing that they 

moved forward without identifying the counterparty. The thought about getting this 

amazing opportunity in Uzbekistan and increase the profits made them to be blind. They 

completely neglected the stakeholder theory of satisfying all of its stakeholders, but it is 

understandable that it is hard to deal with emerging markets due to lower standards and 

becomes that foreign companies from mature markets deviate from their own standards. 

It is same as it is about individual, a Swedish tourist travelling to Kazakhstan would 

find out that people talk during watching movie in the movie theatre which is not same 

in Sweden, then a Swedish tourist would start hesitate and might start doing same 

unethical practices as it is in the country or might go independently behaving same as in 

Sweden. 

 

Kazakhstan market is similar to Uzbekistan market. The understanding of stakeholder 

theory is far away from mature markets. Kazakhstan is a developing country, so it goes 

through the stages of development, the stockholder theory which was popular in the US 

long time ago is popular in Kazakhstan. Thus, it is a great challenge for foreign 

companies from mature markets to operate in such emerging markets as they need to 

resist to pressures and promote their best practices. These companies play an important 

role in the world economy since their roles also work towards the harmonization 

projects. By applying Sullivan (2009) corporate governance-ethics matrix (Table 2) to 

Kazakhstan market including the empirical presentation of TeliaSonera and Tele2, it is 

advised for corporate stakeholders to focus on the concentration of overcoming 

systemic corruption which is going to be discussed further. 

 

5.2.4.3 Corporate Governance, Legal Framework and Corruption 

The corruption exists when there is the monopoly power over certain product or service 

and same time has the discretion to decide on what, how much and whom to give 
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without being accountable (Klitgaard, 1998). That describes Kazakhstan based on 

responses from TeliaSonera and Tele2 and so corruption takes place. According to 

TeliaSonera and Tele2, the theory behinds the relationship between a legal framework, 

CG and corruption was supported. Shleifer and Vishny (1997) and Mohapatra and 

Sreejesh (2012) stated that well developed legal framework is the way to effective CG. 

The CG system of Kazakhstan is not well developed which is because of not effective 

legal system. When there is not well developed CG system, the corruption level 

increases which is about Kazakhstan. Further, the corruption affects the economic 

development of a country because it has a negative effect on FDI and then on economic 

growth (Olken and Pande, 2012). For example, TeliaSonera wants to leave the whole 

region of Eurasia, which means that Kazakhstan is going to lose such a large investor 

and it is not yet decided who is going to take over. Customers of Kcell are also worried 

if it is going somehow to affect the provided services by Kcell, so such big changes 

bring lots of concerns. However, TeliaSonera promised to leave the market as carefully 

as possible. But still, it might be a call for Kazakhstan to start working on the issues 

described in this paper. Certainly, not everything bad about corruption as Theobald 

(1990) stated because it can stimulate the entrepreneurial abilities, help in capital 

formation and give an opportunity to business interest to penetrate the bureaucracy. I 

believe that such cases happened in Kazakhstan, perhaps on a smaller scale that did not 

reach the mass media as it is happened regarding Uzbekistan scandal. 

 

The way to minimize the corruption is to promote the sound practices of CG and 

business ethics. Rose-Ackerman (2004) advised to focus more on the “good 

governance” promotion rather than anti-corruption campaigns. Kazakhstan focuses 

more on anti-corruption campaigns rather than on the “good governance” promotion. 

There was the year about ten years ago when big anti-corruption campaigns were 

launched in Kazakhstan resulting in so many people being punished by long prison 

sentences. According to taken course of actions, Kazakhstan did not question back that 

time of why people corrupt, but the answer lies in the weak governance and not 

effective legal system. Teixeira and Guimaraes (2015) argued that the country can 

become a large recipient of FDI only if it shows being transparent and bribe-free 

environment. Thereby, to focus on the promotion of good governance and further 

development of an effective legal system would decrease the level of corruption in the 

country and improve the business climate of the country. 
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5.2.5 Individual Factors 

As the CG plays a significant role in ethical behaviour of the company which is mainly 

about the board, so another essential party of CG which is the manager and his/her 

individual factors (personal standards, religious values etc.) influencing the ethical 

behaviour (Schermerhorn and Wright, 2008). Phillips and Gully (2013) developed a 

formula for the ethical employee behaviour which are all together ethical values, clear 

expectations and rewards/ punishments supporting ethical behaviour should be 

maintained at all levels. TeliaSonera and Tele2 noted the role of the manager in shaping 

organizational ethics. The understanding of ethical and legal obligations including the 

company’s code of conduct by the manager is essential for setting an example of such 

behaviour for others. There could be situations when it is hard to decide if it is ethical or 

unethical which are called ethical dilemmas. In any case, managers should always have 

to follow the core principles of human rights, utilitarian views and justice and be able to 

foresee cultural sensitivity issues. 

 

To become successful for the organization, it is important to develop the skills and 

professional growth of its employees. Due to the conditions of Kazakhstan, local 

employees have different understanding on certain issues in comparison to foreign. 

Therefore, TeliaSonera and Tele2 have to work on educating Kazakhstani staff which is 

one of the challenges for companies. TeliaSonera educates the staff on the code of 

conduct including the whistle-blower policy through e-learning course and on the anti-

corruption by face-to-face training. Tele2 educates the staff on the code of conduct 

including the whistle-blower policy and the UN Guiding Principles on Business and 

Human Rights. 

 

To sum up, there is a match between theoretical pattern (Model 1) and empirical pattern 

(Table 3) in terms of factors influencing the ethical behaviour when expanding the 

business internationally. Even the culture was only confirmed by Tele2, it is still enough 

to draw a general pattern of that the ethical behaviour can be influenced by the culture. 

TeliaSonera did not comment anything about the culture which can be explained that it 

has been operating in Kazakhstan for decades in comparison to Tele2, so it is possibly 

because of TeliaSonera being used to the culture of Kazakhstan and focuses less on it. 

In addition, the concentration of political power was noted by TeliaSonera as one of the 
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factor influencing behaviour. Politics of Kazakhstan is based on the clan model which is 

shown by the example of Tele2 regarding the supporting documentation denying the 

potential connection between the ultimate beneficial owner of AsiaNet and Kazakhstan 

officials as well as TeliaSonera’s comment regarding the difficulty of repatriating the 

cash due to not knowing co-owners. Nevertheless, it is not possible to say that political 

environment has a direct effect on ethical behaviour which is also not confirmed by the 

predicted pattern, but it has indirect effect through the direct factors influencing the 

ethical behaviour of each individual in the organization in terms of controlled society or 

less controlled society. Since the political environment in Kazakhstan is clan based, 

then it is understandable why there is incorrect implementation of laws and burdensome 

regulation. However, it is impossible to even mention regulation, if there is incorrect 

implementation of laws as the purpose of regulation is to control and guide the economy 

and society (Levi-Faur, 2010). Moreover, the political environment of Kazakhstan 

creates the environment for bribery and kickbacks which is the result of pressure and 

inability to confront to such pressures. 

 

5.2.6 Ethical Dilemmas and Internal Confrontation  

The above helps to understand how often might the foreign company face ethical 

dilemmas in the emerging market. Ethical dilemmas emerge under the pressure. Based 

on the Model 2, the company goes through the process of internal confrontation of 

whether to accept or reject the rules of the game and the chosen course of action can be 

ethical or unethical. Accordingly, the situation of internal confrontation is very common 

in Kazakhstan which was confirmed by TeliaSonera and Tele2. Companies experience 

the pressure from both markets, Sweden and Kazakhstan. To secure organizational 

legitimacy and reputation, companies have to respond to such pressures by self-

regulating their behaviours according to the developed code of conduct (Rodriguez, 

Gallego-Alvarez and Garcia-Sanchez, 2009; Wright and Rwabizambuga, 2006). 

 

TeliaSonera stated that the pressure from authorities and incorrect application of laws 

and regulations are in fact the way to extract bribes in such markets as Kazakhstan. 

However, it becomes hard to make a decision due to the offered attractive opportunities. 

TeliaSonera always tries to act in accordance with the own code of conduct and promote 

good CG practices and business ethics as well as CSR. Tele2 stated that the kickback is 

one of the most common ethical dilemmas. To avoid unethical situations, Tele2 always 
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assesses its investments, operations and partnerships in Kazakhstan as well as ensures 

the company’s code of conduct being enforced. Tele2 acts in accordance with local 

legislation and regulations, but also sets its own bar for how to act and behave as a 

responsible company. 

 

The way to maintain a high standard of business ethics is first of all to be in line with its 

own developed code of conduct. That is what both companies do. The codes of conduct 

of TeliaSonera and Tele2 are translated into local languages which are Russian and 

Kazakh. In addition, TeliaSonera developed the Supplier code of conduct for all of its 

suppliers. Tele2 requires its business partners to sign their Business Partner code of 

conduct. Moreover, Tele2 performs Business Partner code of conduct audits on 

compliance. 

 

Alavoine (2014) stated that the confrontation is regarding using the values and practices 

of one party or that party should use the values and practices of another. In the 

negotiation process, one party can confront to another when the limit of one is pushed 

until the level of what is tolerable for them (Alavoine, 2014). The responses from 

TeliaSonera and Tele2 show that they successfully confront to any party in the 

negotiation process since there are no clear evidences on both companies regarding 

acting unethically or irresponsibly. 

 

To sum up, there is a match between empirical and predicted patterns in terms of how to 

be able to confront to pressures and maintain a high standard of business ethics and 

corporate governance practices. 

 

5.2.7 Summary of Ethical Issues 

Overall, the responses from TeliaSonera and Tele2 regarding entering and operating in 

Kazakhstan show the similar patterns which make up a general pattern of empirical 

presentation. It in turn supports the theoretical pattern precisely the Model 1 and 2 based 

on different theories constructed in the theoretical framework. In this way, the ethical 

behaviour can be influenced by a legal framework and culture of the specific country 

into which the company entered as well as individual factors, corporate governance and 

a corruption level. The way to promote sound corporate governance practices and 

business ethics is to be able to confront by choosing an ethical course of action.  
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6 Conclusion 

This chapter summarizes the previous chapters and provides with conclusions 

concerning my research questions and the purpose of the study. I begin with 

recommending the best entry strategy, then answering my research questions following 

by further research recommendations that I think could be interesting to conduct. 

 

6.1 Conclusions of the Study 

6.1.1 Entry Strategy 

To generalise from the case study of TeliaSonera and Tele2 Kazakhstan, the best entry 

strategy for entering Kazakhstan is to form a joint-venture with the local partner to share 

the profits/ losses, risks and control of the operations. It would save the time on learning 

the unknown environment due to the possibility of using the knowledge of local partner 

regarding Kazakhstan market. Companies should bear in mind the risk of opportunistic 

behaviour by the local partner. 

 

However, if the company had an earlier experience in the similar emerging market, like 

Tele2 before entering Kazakhstan has already gained the experience of operating in 

Russia, then the acquisition strategy can be chosen which is the fast way to enter the 

market and provides with the control over operations. Companies should bear in mind 

the conflict of interests between acquired and acquiring companies due to the cultural 

and value differences. 

 

Wholly owned subsidiary is advised when the company has already gained the 

experience in Kazakhstan, so there is no need in help from the local partner and able to 

predict the regulatory environment. Companies should bear in mind that it is a very 

costly method and the risk is fully on the parent company. 

 

6.1.2 Ethical Issues 

The aim of this study has been to answer my research questions related to ethical issues. 

The risk of violating the code of conduct by Swedish companies when entering and 

operating in Kazakhstan is explained by the emerging market conditions. Since the 

standards are lower than in Sweden, the ethical behaviour of Swedish companies can be 

negatively affected. To understand of what makes companies to violate their own code 
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of conduct, it is important to understand factors influencing the ethical behaviour which 

are mainly a weak legal framework, a high corruption level, poor corporate governance 

and differences in culture between Sweden and Kazakhstan. Besides that, it is 

individual factors of all stakeholders involved in this including the manager. The 

understanding of factors influencing the ethical behaviour would be the way for 

Kazakhstan to improve the market conditions and attract even more FDI. That would be 

the way for Swedish companies to comply with its own code of conduct and promote 

best practices in business ethics and corporate governance.  

 

The case study of TeliaSonera and Tele2 showed that companies face ethical dilemmas 

very often due to the conditions of the country. When expanding business 

internationally, companies have a great pressure from its stakeholders to follow their 

code of conduct. Therefore, it is important to understand the essence of stakeholder 

relationships because the success and failures of organization depend from 

organizations’ stakeholders. Besides that, companies experience the pressure of a host 

market to accept the local rules. In case of not satisfying all of its stakeholders which is 

to violate their own code of conduct, companies will be subject to public judgment and 

as the result tarnish their reputation on the international arena including the home 

market. It is not good for the development of Kazakhstan because best international 

practices would not be promoted and weak market conditions would become even more 

extreme, nor for the company itself because it is a great challenge to rebuild the 

reputation. Reputation is important as it is the key to success. 

 

It is revealed in this study that Swedish companies successfully manage to confront to 

such pressures resulting in unethical practices in Kazakhstan by choosing to “go at it 

alone” which is to continue working with international rules as far as possible. That is 

the way to confront to such pressures which is to maintain a high standard of business 

ethics and corporate governance practices. It is good for both Kazakhstan and the 

company itself because best practices are promoted and the reputation of company is 

maintained. 

 

Companies should develop a group code of conduct for all of its stakeholders and 

translate into local languages which are Kazakh and Russian. Business partner code of 

conduct and supplier code of conduct especially in such markets as Kazakhstan would 
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be a bonus. They should always be in compliance with its own code of conduct in 

whatever situation they are. Companies should ensure that the code is being enforced at 

all levels of organization with the use of ethics training which helps to deal with ethical 

issues under pressure and further monitoring and reporting. The manager as a decision-

maker when experiencing the situations when it is hard to decide if it is ethical or 

unethical, should first of all always remember about the core principles of human rights, 

utilitarian views and justice when it comes to solving the ethical dilemmas and have her 

or his own judgement when it comes to cultural differences. Companies should set its 

own bar for how to act and behave as a responsible company and same time promote 

best practices in business ethics and corporate governance. 

 

To conclude, the case study showed that it is possible to do business in Kazakhstan 

without being complicit in unethical practices, corruption and irregularities. Due to 

scandal of TeliaSonera in Uzbekistan, Swedish companies could learn to be more 

careful when it comes to operating in emerging markets. As W. Shakespeare stated that 

―All that glisters is not gold‖. Swedish companies can take a lead and make a change in 

Kazakhstan. Due to the earlier BP and Chevron scandals in Kazakhstan, it looks like 

Kazakhstan tries its best to improve the business climate which could be proved by 

example of the joint venture between Altel and Tele2 which retains the control over 

company even it is a joint venture and by Altel being ready to learn from the experience 

of Tele2 accepting the international standards by signing the Business Partner code of 

conduct. Kazakhstan by losing TeliaSonera soon could learn to be more open to foreign 

guests and continuously working on improving business climate especially attracting 

investors for non-oil sectors in order to achieve the strategic objective of Kazakhstan to 

diversify the economy. 

 

6.2 Further Research Recommendations 

With relation to Entry Strategy, it could be interesting to study the following: 

 

 To analyze internal factors as well that affect the choice for entry mode of 

foreign companies in Kazakhstan. The best would be to study this by developing 

hypotheses and test them statistically. According to Bedi and Kharbanda (2014), 

internal factors such as firm size, international experience, technological 

capability, product characteristics affect the choice for entry mode. Following 
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variables could be used such as firm size, how many years on international 

arena, type of entry mode, type of company and R&D intensity. The results 

would show the choice for entry mode depends on what kind of internal factors 

of the company. 

 

 Also, it could be interesting to apply the models (a market establishment model 

and strategic states model) of Pehrsson (2001) to Kazakhstan in order to 

understand how telecommunications operators have established themselves in 

Kazakhstan and for understanding which initial business strategies new entrants 

and previously established competitors follow. 

 
With relation to Ethical Issues, it could be interesting to study the following: 

 

 There is a lack of analysis on corporate governance of Kazakhstan. Therefore, I 

think to conduct a comparative study of corporate governance of Kazakhstan 

and Sweden is a good idea. This might be relevant to Kazakhstan to see the 

differences and help to improve the corporate governance framework of 

Kazakhstan which plays an important role in fighting the corruption as well as 

for Swedish companies, it would be easier for them to operate in Kazakhstan if 

they understand these differences. 

 

 Also, besides interviewing Swedish companies on how they educate employees 

and conduct ethics training, it could be interesting to study the business ethics 

perceptions of these employees. The study could use Clark’s (1996) Personal 

Business Ethics Scores (PBES) to define this. This would show how such 

personal scores gender, age, experience, country of origin, questions in relation 

with ethics course taken before and ethics training etc. affect the perceptions of 

business ethics. 
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