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Abstract 
 
Emerging markets are playing a significant role in the ongoing process of economical and 
political globalisation. Due to the fall of international trade and investment barriers, a wider 
range of opportunities has risen for companies of the developed countries seeking to further 
enhance their international business potentials. Nonetheless, many hurdles still facing the 
integration process due to the existing political and cultural polarity, between emerging 
markets and their potential business partners in the developed economies are needed to be 
overcome.  
 
Nations undergoing economical and political reform, seek strategies to minimize the gap 
between them and the key players in the global economy. Thus, as a result, governments of 
emerging markets are making great efforts in their attempts to participate in the international 
arena, as these governments see the integration process as an opportunity for future business 
possibilities. Furthermore, due to the critical phase of their transition, governments of 
emerging markets tend to paint a rather “beautified” than accurate picture of the market 
situation.  
 
The aim of this thesis is to provide general guidelines for companies considering future 
business relations involving investments and trade within the emerging market of Syria. By 
conducting a research based on interviews with managers of multinational enterprises 
(MNE’S) operating in Syria, experts on foreign companies’ trade with the Middle East and 
gathering of relevant information within the field of internationalisation of firms, we seek to 
obtain a deeper and greater knowledge and understanding of the various opportunities and 
challenges that companies established in Syria are facing.  
 
Through a qualitative research method involving investigating, researching and comparing 
any differences or similarities that corporations face when operating in the emerging market 
of Syria, we rely on a hermeneutic and inductive scientific approach to attain a greater 
knowledge of the strategies used by the companies interviewed. 
 
The conclusions of our thesis evolve around the characteristic for emerging markets and the 
aspects of the political-economical risk taking environment, as seen from a management 
strategic perspective. Due to bureaucracy and corruption, companies with good contacts high 
up within the political sphere, ambassadors or other key actors with influences in society, tend 
to succeed to a greater extent than competitors who lack such “privileges”. Knowledge about 
the cultural aspects specific to Syria, is also of importance to be able to successfully operate 
within the country. Scepticism of the governments of emerging markets is also required, since 
political attempts are made to conceal corruption and bureaucratic hurdles that foreign 
investors might encounter.   
 
 
 
Keywords: Emerging market, Syrian market , Foreign Direct Investments (FDI) , Corruption, 
Multinational Enterprises (MNE’s),strategies, opportunities, challenges . 
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  1. Introduction 
 

1.1 Background  
 
A new global business environment has risen as a result of the decreasing barriers of 
international trade and investment, furthermore countries with emerging economies constitute 
80% of the global population and represent 20 % of the world markets1 creating a wider range 
of opportunities for firms acting on the global market2. Being aware of the international 
businesses environment has become a key ingredient for the success of companies operating 
on the global market. As multinational enterprises (MNE) are crossing borders and entering 
new markets, they are facing difficulties as some markets are stable while others are not.3 In 
search for new opportunities to sell their goods and services, acquiring rare resources and 
information, enhance their capabilities through learning, knowledge and experience and 
innovations, companies seek new markets around the globe to maintain their competitiveness. 
The openness of a nation’s market is one of the key factors that contributes in the existence of 
investments, both foreign and domestic. Thus nations of developed countries are looking for 
ways to further strengthen their global presence and participation, while nations wanting to be 
part of the globalisation process have to open up their markets and be part of the global 
business environment, the latter known as emerging markets.4 Although emerging markets 
provide great opportunities for investors, they tend to be risky as they have not reached the 
stable phase yet, but are in a reform phase. Governments of emerging markets are seeking a 
larger voice in international politics and a bigger slice of the global economic pie.5 
 
A nation’s political risk is an important factor when companies make a decision to do 
business with or in such a country. 6 The political situation of the Middle East has shadowed 
over  the immense source of potentials of the region and even made some investors to rethink 
about investments there. Syria, an emerging  country within the Middle East, has in recent 
years been working hard on political and economical reforms in order to progress in the 
process of opening up the market and becoming an key player in the region. A major 
challenge the Syrian government is facing in their process of emergence are the sanctions 
imposed by the US. A fact that is even making it difficult for foreign companies operating 
within the market. Nonetheless, the Syrian government is persistent on succeeding and has 
worked intensively on further strengthening  its international relations.  
 
To operate in the emerging market of Syria, companies often have to use their contact 
network to get a foot in the market, to be able to take advantage of existing contacts , 
distribution structures or to acquire financial resources for their venture. Thus, there is a need 
to examine what theories actually provide an adequate picture on the process of 
internationalisation and whether they actually exist at all. Furthermore, it has to be discussed 
whether the process of internationalisation can be analysed without taking the importance of 
social networks and relationships into consideration. 

                                                 
1 http://www.investopedia.com/articles/03/073003.asp 
2 http://www.oecd.org/document/11/0,2340,en_2649_33763_35326219_1_1_1_1,00.html 
3 Trompenaars , 1997 
4 http://www.uiowa.edu/ifdebook/faq/faq_docs/emerging_markets.shtml 
5 Chuan, L. What are Emerging Markets  
6 http://www.investopedia.com/terms/e/emergingmarketsindex.asp 
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Being aware of the international businesses environment is important as it takes into 
consideration the various national business environments of the host country, as the business 
environment that is unique to the cultural, political, legal and economic characteristics that 
define business activity within that country, how to deal with it, understand it and avoid 
problems and conflicts7. Companies involved in international business must play by the rules 
of every market they enter in order to sustain greater presence of the international business 
environment.8 
 

1.2 Definition of the research problem 
  
Emerging economies are becoming important players in the world market economy, creating 
a wide range of opportunities for firms acting on the global market9. By initiating the process 
of economic reform programs, emerging markets seek to provide stronger, more reliable and 
responsible economic performance levels, in addition to transparency and efficiency in the 
capital market. Focus is also placed on strengthening their exchange rate system in order to 
strengthen their local currency and increase the confidence in their economy and encourage 
foreign investment that is beneficiary to the host economy. 
 
In their effort to create a market economy and to ensure sustainable development, emerging 
markets still face big challenges that come from fundamental problems associated with their 
traditional economic and political systems. A market economy requires those countries to 
redefine the role of the government in the development process and to reduce the 
government's undue intervention. Another serious problem that those countries have to 
confront is controlling corruption, which distorts the business environment and impedes the 
development process. An even more challenging task for those countries is to undertake 
structural reforms with their financial system, legal system, and political system, so as to 
guarantee a disciplined and stable economy that is relatively free of political disturbances and 
interference.10 
 
Governments in emerging markets,  try to attract foreign investors by application of various 
forms of encouragements and economical incentives in order to support the enterprises. 
Although the governments provide such encouragements they are still careful to ensure that 
their local economy does benefit from the foreign investments being conducted. According to 
McKinsey Global Institute11 both the incentives and restrictions are unnecessary, ineffective 
and can even be considered counterproductive12, as they cost governments millions of dollars 
annually in protecting inefficient players and lowering the standard of living and productivity.  
Further more it is found that foreign investments do benefit the local economies in almost all 
cases13. 
 
Thus a friendly host government can be a powerful ally to MNEs, offering better investment 
infrastructure, easier market access, more financial privileges, and greater institutional support. 

                                                 
7 Hofstede, G . 1997. 
8 Wild Wild Han 2006.  
9 http://www.oecd.org/document/11/0,2340,en_2649_33763_35326219_1_1_1_1,00.html 
10 ibid 
11 http://rru.worldbank.org/PapersLinks/Policies-Attract-Foreign-Direct-Investment  
12 Ibid. 
13 Ibid. 
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These benefits, in turn, reduce political risks or operational uncertainties and enhance 
financial returns. 
 
The political situation of the Middle East has shadowed over  the immense source of 
potentials of the region and even made some investors to rethink about investments there. 
Syria, an emerging  country within the Middle East, has in recent years been working hard on 
political and economical reforms in order to progress in the process of opening up the market 
and becoming an key player in the region. A major challenge the Syrian government is facing 
in their process of emergence are the sanctions imposed by the US. A fact that is even making 
it difficult for foreign companies operating within the market. Nonetheless, the Syrian 
government is persistent on succeeding and has worked intensively on further strengthening  
its international relations. 
 
The aim of this research, with reliance on theories about Foreign Direct Investments in 
emerging markets and their impact, Uppsala Internationalisation Theory, Network Theory, 
theory of the characteristics of emerging markets to obtain the theoretical framework upon 
which our thesis will be based.  
 
Interviews conducted constitute our empirical findings which through an analytical based 
comparison with the theories enable us to reach the conclusion of our thesis regarding the 
business opportunities and challenges within the Syrian market. 
 

1.3 The research question 
 
What are the potentials and challenges facing companies entering and operating in the 
emerging market of Syria. 
 

1.4 Objective of the research 
 
Our aim with this research is to obtain a deeper and greater knowledge and understanding of 
the various opportunities and challenges that companies established in the emerging market of 
Syria are facing. Thereby, we seek to provide possible recommendations for companies 
considering future business relations involving investments in and trade with Syria. Thus 
easing the companies choice of business strategies in Syria.  
 

1.5 Perspective  
 
In our study we are using a management strategic perspective that focuses on understanding 
the reasoning behind the choice of strategies and methods used when operating in the 
emerging market of Syria.  

 

1.6 Delimitations 
This thesis is limited to the study of seven enterprises operating in Syria  in addition to a non-
governmental non-profit organisation and their correlation within the field of 
internationalisation, as seen from an emerging markets perspective. The theories studied are 
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chosen form a wide range of international research regarding the process of 
internationalisation for multinational enterprises. When using Hofstede’s cultural dimensions, 
we will only be relying on the first four dimensions: power distance index (PDI), 
individualism (IDV), masculinity (MAS), uncertainty avoidance index (UAI) and not the fifth 
one; long term orientation (LTO). This since it is the first four dimensions that are more 
commonly used and referred to, none the less a description of (LTO) will be given to a clearer  
understanding of all Hofstede’s dimensions. The amount of concrete and up-to-date data and 
information on the emerging market of Syria is limited, which has made the gathering of data 
restricted. 
 

2. Methodology 
 
This chapter provides the reader with the choice of approach used to conduct the study, the 
description of data used in our research and  the selection process of companies interviewed .  
 

2.1 The choice of method – Case study method 
 
When studying in-depth and complex phenomena, case studies are suitable. The empirics 
produced from the case study is not possible to be reproduced or sampled, as is the criteria for 
the quantitative method. Thus generalisations is not possible to make from that type of 
knowledge. We have chosen to gather the empirics for our thesis by using the case study 
method and we have also followed the criteria recommended to meet the demands of a 
scientifically grounded research process.14 
 

2.2 Scientific approach 
 

2.2.1. Hermeneutic versus positivistic traditions 
 
When writing a scientifically grounded thesis, different scientific approaches can be used. In 
the National Encyclopaedia one can read the definition of hermeneutics as being “the science 
of interpretation”15, when on the other hand the positivistic approach can be described as the 
aim of creating a certain and exact knowledge. The positivist tradition of an exact and reliable 
science had its breakthrough in the 18th century when Francis Bacon put forward the idea of 
rational analysis and empirical studies of nature through the collection of facts and 
experiments. The positivism further on, is a way of seeing reality as ordered and deducible; 
one is able to apply experimental results to the empirical world, and it also generates 
knowledge about reality by the use of the senses which can be used to create links between 
events occurring at the same time.16 The principle of the positivism is built upon the idea of 
empirical verification of all knowledge, to be able to call it scientifically proved. 17 This is a 
demand and approach that has been criticized, with the arguments that not even reality can be 

                                                 
14 Gustavsson, 2004. 
15 www.ne.se  
16 ibid 
17 Gustavsson, 2004. 
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seen objectively, since we see it through our pre-understanding of the theories and knowledge 
that we have learnt.18  
 
The hermeneutic tradition is built on interpretation and the positivistic tradition on a more 
descriptive basis. When comparing the hermeneutic and the positivistic methodology, one can 
say that the hermeneutic methodology is a subject-centred paradigm as opposed to the 
positivist object-centred paradigm. Within the hermeneutic tradition, knowledge is seen as the 
product of interpretation that is based upon previous interpretation. A relation that is often 
illustrated by the hermeneutic spiral. Interpretation by understanding and explaining 
phenomenon and the basic view on knowledge as never being absolute true, is one of the core 
values of the hermeneutic methodology.19  

2.2.2. Qualitative or Quantitative approach 
 
When using a quantitative approach of science, the researcher systematically gather, analyse 
and interpret the data to test theoretical models and to widen the knowledge of the field 
studied. The quantitative method is further on built on the system of reducing the qualitative 
empirics to numbers to be able to differentiate between the objects studied. The type of 
research that builds upon interpretation of the data and empirics gathered is a criteria for the 
qualitative approach.20 When using the qualitative research method, one criteria that needs to 
be fulfilled is that the result is supposed to be applicable on other groups of individuals as 
well, a general knowledge is produced, which is not the case with the qualitative method.21 
Even if quantitative research is conducted, a qualitative aspect can always be found since 
interpretation of the data gathered is needed. 22  The qualitative type of research can be 
conducted with a simultaneous gathering of data, analysis and interpretation, and the purpose 
is usually not to confirm a certain theory but to describe a phenomena and generate 
hypothesis.23 
 

2.2.3 Inductive versus Deductive scientific approach 
 
The inductive approach is used when formulating a new idea or theory through observation. 
The researcher then gather information of the actual phenomena studied to try to create 
greater knowledge and understanding about the phenomena by drawing general conclusions 
from the results.24 The deductive approach on the other hand rather takes a known idea or 
theory and apply it to a situation, often with the intention of testing whether it is true. By 
formulation of a hypothesis of the research question, conclusions can be made by empirical 
experiments or observation. As a general rule, qualitative or interpretative research draws on 
inductive reasoning while quantitative or positivist research draws on deductive reasoning.25 
 

                                                 
18 Gustavsson, 2004. 
19 http://f.students.umkc.edu/fkfc8/PosHermSSP.htm, 060410. 
20 Ödman 2004. 
21 Sverke 2004. 
22 Gummesson 2004. 
23 Allwood 1999. 
24 Thurén, 2002. 
25 http://www.ucd.ie/ teaching/res/non6.htm 
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2.3 The use of scientific approach in this study 
 
Hermeneutic 
Our thesis is conducted with a hermeneutic approach, opposite the positivistic, since we are 
interpreting the empirics gathered, by using theories and our own pre-understanding, instead 
of proving a “definite truth” which the positivistic method aims to.  
 
Qualitative 
Further on we have chosen to use a qualitative research method due to the fact that the result 
or the outcome of our study is not known in advance. Our thesis is built as a comparative 
study that involves investigating, researching and comparing any differences or similarities  
with regards to potentials and challenges , that corporations face upon entering and operating 
within the  emerging market of Syria.  
 
Inductive 
Since our aim with our study is to create general knowledge from the empirics and theories 
gathered, the scientific approach can also be described as inductive. 
 
 

2.4 Validity and reliability 
 
The research process can either be conducted through a quantitative or a qualitative research  
method. The most important is however to use a technique that measures what is to be 
measured. Therefore, the factor of validity and reliability are to be taken well into 
consideration. Validity is defined as succeeding in capturing the phenomena that are to be 
studied, and reliability is defined as the possibility of making it possible for others to 
reproduce the study conducted in the research project and to receive the same result. 
When using a qualitative method, validity and reliability are a part of the work and a 
continuous process during the actual research which means that the method can not be 
measured in numbers, compared to when using the quantitative method.26  
 

2.5 The gathering of data 
 

2.5.1 Primary sources 
 
The empirics in the thesis is gathered through personal interviews at each company in our 
study. The theoretical facts used in our thesis are found in literature, research papers, doctorial 
theses, masters and bachelor’s theses and relevant websites. 

2.5.2 Secondary sources 
 
To widen our knowledge about the phenomena studied we have, except the in-depth 
interviews, taken part of statistics of the trade between Sweden and the Middle East from 
Statistics Sweden and the Swedish Trade Council, in addition to looking at Syrian news 
papers and articles that discuss the current investment climate.  
                                                 
26 www.infovoice.se 
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2.5.3 The selection process of the companies studied and their contribution to the empirical 
findings  
 
The companies chosen for the thesis have been actively operating in the Syrian market for at 
least 2 years. Furthermore they have experience from operating in similar markets in different 
regions of the world and are considered as medium to large sized companies. Information of 
the companies studied is available in the empirical part of the thesis, chapter 5. 
The companies operate in different sectors and were chosen in order to provide a more 
holistic perspective of the current situation of the Syrian investment climate. Furthermore , we 
aimed at interviewing Syrian a  multinational enterprise and companies , foreign multinational 
and companies operating in Syria in order to be able to conclude which the opportunities and 
challenges are and if they are common to all companies operating in the emerging market  of 
Syria. Further more a non-governmental non-profit organisation was interviewed  to obtain a 
better understanding of NGO’s in emerging markets, in addition to a law firm to get a 
judiciary perspective. 

2.5.4 Interview procedure 
 
The interview respondents were mainly CEOs, founders, General Managers of companies 
located in Syria and even Swedish researchers within the field of Middle Eastern studies to 
obtain a non-corporative perspective. An interview with the president of a  non-governmental 
organisation (NGO) was also conducted in order to give a wider perspective of the situation 
and a better understanding of the role of NGO’s and its contributions in emerging markets.  
 
The interviews with the Syrian companies were personal and conducted on location in Syria. 
The interviews with Swedish experts on Middle East were conducted in Sweden, personally 
and via telephone and email.  
 
The interview questionnaires are presented in Appendix 1. 
 

2.5.5 Structure and analysis of the interview form  
 
The interviews were rewritten directly after the actual interview took place and emailed to the 
respondents in order to be checked and accepted as accurately reflective of their opinions, 
ideas and personal experiences in the Syrian market. 
 

2.6 Critics of methodology 
 
Due to the limitation of time and financial resources for our research, we have had to delimit 
our thesis in several aspects. We have gathered research within the broad field of 
internationalisation and limited our thesis to the study of eight companies operating in 
different branches within the market of Syria. Due to those limitations we are aware of the 
fact that the outcome of our thesis might not be applicable as a general conclusion to other 
companies and branches within the Syrian market. 
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3. An Introduction to Syria – part of the Arab World 
 
This chapter provides the reader with a broad introduction to the Arab World and a more 
detailed introduction to Syria. The aim is to supply the reader with relevant information about 
Syria and its social, cultural, economical and political prerequisites in order to acquire the 
pre-understanding and necessary knowledge to assimilate the data and information presented 
in our research.  
 
Firstly is a presentation of the Arab World followed by the broader and more detailed 
presentation of Syria. 
 

3.1 The Arab World 
 
Consisting of 22 countries27, the Arab world is the largest union of countries  located in 3 
geographical regions: Northern Africa, what was historically known as The Greater Syria28 
and the Gulf Countries. All countries have Islam as state religion except Lebanon which is a 
Christian State. The 22 countries that make up the Arab world are: 

 
• In Northern Africa: Egypt, Libya, Algeria, Tunisia, Djibouti, Sudan, Morocco, 

Islamic Republic of Mauritania, Somalia, Federal Islamic republic of Comoros.29 
• What was  historically known as the Great Syria: Syria, Iraq, Lebanon, Jordan and 

Palestine. 30  (prior to the occupation by and establishment of the State of Israel. 
Palestine is today known as the territories of Gaza and West Bank) 

• In the Gulf Countries: United Arab Emirates, Qatar, Bahrain, Kuwait, Kingdom of 
Saudi Arabia, Yemen, Oman.31 

 
Although united by the Arabic language, these 22 countries located in the different regions do 
vary to a greater extent with regards to tradition, culture, openness to the “western” world, 
level of education and standard of living. All these factors do play a contributing role to the 
differences that exist between the Arab countries, in the various aspects mentioned above,  but 
which are generally neglected by the “outside” world, i.e. non-Arabic countries. Thereby 
causing foreigners to apply a knowledge that views the Arab world as one. The aim of this 
introduction about the Middle East is to give You the reader an insight of the Arab world. 
 
Many cultural researchers, such as Hofstede32, Trompenaars33 and Turner have grouped the 
Arab world into one cluster, stating that the cultures of the Arab world are all alike or very 
closely related. This is true to a certain extent; especially in issues according to Hofstede such 

                                                 
27 http://www.arableagueonline.org/arableague/english/level2_en.jsp?level_id=11  
28 http://en.wikipedia.org/wiki/Greater_Syria  
29 http://www.arableagueonline.org/arableague/english/level2_en.jsp?level_id=11  
30 Ibid  
31 Ibid  
32 www.Geert-hofstede.com  
33 Trompenaars F., Turner-Hamden C., 1991. 
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as Arabs being less individualistic and more collective and having extended families, more 
emotional and affective according to Trompernaars and Turner. Further more according to 
both Trompenaars and Hofstede Arabs tend to acknowledge status and do not even in leisure 
time forget to use formal titles if speaking to a manger, elderly or higher ranked person.  
 
Arab cultures according to Hofstede tend to be more masculine; focusing on the degree the 
society reinforces, or does not reinforce, the traditional masculine work role model of male 
achievement, control, and power. A High Masculinity ranking indicates the country 
experiences a high degree of gender differentiation. In these cultures, males dominate a 
significant portion of the society and power structure, with females being controlled by male 
domination. Further more Hofstede argues that Arab societies have high uncertainty 
avoidance index (UAI) which indicates how much a society focuses on the level of tolerance 
for uncertainty and ambiguity within the society - i.e. unstructured situations. A High 
Uncertainty Avoidance ranking indicates the country has a low tolerance for uncertainty and 
ambiguity. This creates a rule-oriented society that institutes laws, rules, regulations, and 
controls in order to reduce the amount of uncertainty34. The facts presented by the mentioned 
researchers can be criticized as the researches were conducted  in a time when nations were to 
a greater extent more isolated, prior to the wide spread of globalisation and international 
integration of people from different cultures. Globalisation has helped and contributed to 
people taking home new ideas and thoughts that do in the long run influence cultures. None 
the less having a general idea about the different national culture does help and ease the initial 
contact process between people, and especially when the meetings are important business 
deals .35 
 
Understanding usual social and business norms is an important element in gaining the ease 
and confidence necessary to function effectively in the region. Socially, Western businessmen 
will find the Arab people to be very hospitable. Very often the Arab associates will invite 
their foreign business partner to their homes for a dinner36. Operating a successful business in 
the Middle East is in many ways like operating a business in the Western world. The 
determination of whether the Middle East is an appropriate market to conduct business will 
depend on a thorough analysis of several general business related topics.37 
 
For example, a thorough knowledge of the regulations governing business activities is 
necessary. A knowledge of the legal environment, tax regimes, accepted accounting methods, 
business structures, import/export regulations, manpower and labour regulations, restrictions 
on foreign capital, investment incentives, the presence, if any, of exchange controls are all 
important for the businessman. Furthermore, a sensitivity on "how to get things done" and an 
insight into the power structure that operates in a given country are extremely important. 
To name a few examples, some countries in the region have restrictions that only permit 
locals to "trade" in the market, while others permit local/foreign partnerships to "trade" (trade 
meaning the buying and selling of goods for profit). There are differing regulations on the 
amount of foreign ownership a business may have. Some countries have requirements on the 
hiring of local manpower while others have no restrictions. 
 

                                                 
34 http://www.geert-hofstede.com/hofstede_dimensions.php?culture1=88&culture2=86. 
35 Brake T., Doing Business Internationally The guide to cross-cultural success, 1995  
36 http://www.dfait-maeci.gc.ca/middle_east/doing_business-en.asp 
37 ibid 
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At times, the power structure in a country will intrude in the process of awarding contracts, 
especially if the project is very large. For many projects special arrangements are often 
negotiated even before the tenders are submitted.  
 
The Arab countries are in general an excellent place to do business. They are all developing 
into modern nation states and are seeking modern technology; most have the financial ability 
to pay for quality services and they are all very receptive to doing business with foreign based 
companies. 38 
 

3.2 Syria 
 
This section discusses Syria’s  political system, geography, international relations ,economy, 
Syria today and what the Investment Law No. 10 means to investments in Syria . 

3.2.1 The Political System of Syria 
 
Syria’s  political system is parliamentary republic39,that is represented by the Arab Socialist 
Baath Party40. There are popular elections to the People's Assembly every 7 years. The by far 
largest group in this assembly is the National Progressive Front, which is lead by the Ba'th 
Party. President Bashar Al-Assad holds total control over Syria through being in command of 
the Bath Party. Syria's constitution was introduced in 1973, and describes the country as 
democratic, popular and socialist. According to the constitution, only a Muslim can be 
president. 
 
The only groups allowed into Syrian politics are the socialists, the communists and the pan-
arabists. Islamists have been strongly suppressed in the past, and remain outlawed. Following 
the death of long-time president Hafez al-Assad, and the takeover of his son, there have been 
some lifting on restrictions in Syria. Some political prisoners have been released from jail, 
and Assad has taken initiatives to ease control over both economy and information 
technology.41 

3.2.2 Geography of Syria  
 
The Syrian Arab Republic is located in the Middle East at the eastern end of the 
Mediterranean Sea. It is bordered by Turkey to the north, Iraq to the east and south-east, 
Jordan to the south, and Lebanon to the south-east. The capital of Syria is 
Damascus; other large cities are Aleppo, Lattakia, Homs, and Deir Ez-Zor. 

Syria covers an area more than 185,000 square kilometres; its terrain, climate and vegetation 
are diverse. Mountains dominate the western and south-western regions and separate the 
narrow coastal plain form the interior. The highest mountain range straddles the boundary 
with Lebanon and is high enough to get heavy snow in winter; most of the remainder of Syria 
to the east of these mountains is a plateau. 

                                                 
38 http://www.dfait-maeci.gc.ca/middle_east/doing_business-en.asp 
39 http://en.wikipedia.org/wiki/Syria 
40 http://www.cafe-syria.com/Government.htm 
41 http://lexicorient.com/e.o/syria_1.htm 
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The coastal plain has warm, humid summers and mild, wet winters and gets enough rain for 
crops to be grown without irrigation. The interior, by contrast, has cold winters, especially in 
the north, and extremely hot summers, particularly in the east. 

Much of the interior is desert, or semi-desert. The two major rivers, the Euphrates and Orients, 
originate in Turkey and Lebanon. 

3.3.3 The International Relations of Syria  
 
Syria has good trade relations with neighbouring Arab countries and enjoys free-trade 
arrangements with Algeria, Bahrain, Egypt, Kuwait, Libya, Morocco, Oman, Qatar, Sudan, 
and Tunisia as part of the Greater Arab Free Trade Area (GAFTA). 42  Membership in 
international organisations also include, International Chamber of Commerce, International 
Criminal Police Organization, International Development Association, International Finance 
Corporation, Arab Bank for Economic Development in Africa, Arab Fund for Economic and 
Social Development, Arab Monetary Fund, Council of Arab Economic Unity, League of Arab 
States, League of Red Cross and Red Crescent Societies, Non-Aligned Movement, United 
Nations, UN Conference on Trade and Development, UN Industrial Development 
Organization, UN Relief and Works Agency for Palestine Refugees in the Near East, 
Universal Postal Union, World Federation of Trade Unions, World Health Organization, 
World Meteorological Organization, World Tourism Organization and many other 
international organisations.43  
 
Since, 2004 Syria is also a member of the  Euro- Mediterranean Partnership. The area’s 
(South and East Mediterranean and the Middle East ) vital strategic importance to the 
European Union, have been identified by both the EU Council and the European Commission 
as key priority  for the EU external relations, thus being the reason for this Partnership. The 
EU's proximity policy towards the Mediterranean region is governed by the global and 
comprehensive Euro-Mediterranean Partnership launched at the 1995 Barcelona Conference, 
between the European Union and its 12 Mediterranean Partners ,thereby the name  Barcelona 
Process, overarching bilateral and multilateral EU relations. 44 
 
Syria is also a party to the Geneva Conventions, Nuclear Test Ban Treaty, Treaty on the Non-
Proliferation of Nuclear Weapons, and about half of the international conventions on 
terrorism. In mid-2004, in accordance with the Syria Accountability Act passed by the U.S. 
Congress in December 2003, the United States imposed economic sanctions on Syria because 
of Syria’s support for terrorism, continued occupation of Lebanon, pursuit of weapons of 
mass destruction and missile programs, and efforts to undermine stabilization and 
reconstruction in Iraq. Although Syria has cooperated with the United States and others 
against al Qaeda and the Taliban.45 
 
 
 
 

                                                 
42 http://lcweb2.loc.gov/frd/cs/profiles/Syria.pdf 
43 ibid 
44 http://ec.europa.eu/comm/external_relations/syria/intro/index.htm 
45 http://lcweb2.loc.gov/frd/cs/profiles/Syria.pdf 
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Year Imports Yearly % 
change 

Share of 
total EU 
imports 

Exports Yearly % 
change 

Share of 
total EU 
exports 

Balance Imports + 
Exports 

                
2001 4 320  0,44 2 201  0,25 -2 119 6 520
2002 4 323 0,1 0,46 2 200 0,0 0,24 -2 123 6 524
2003 3 072 -28,9 0,33 2 204 0,1 0,25 -868 5 275
2004 2 553 -16,9 0,25 2 345 6,4 0,24 -208 4 898
2005 2 913 14,1 0,25 2 772 18,2 0,26 -141 5 686

        2 772 -8,8   2 772 2 772

3m 2005 556  0,21 574  0,24 18 1 129

3m 2006* 830 49,3 0,25 629 9,7 0,23 -200 1 459

Average 
annual 
growth 

  -9,4        5,9        -3,4    

 
Figure 1. European Union- Trade with Syria46 
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Figure 2.European Union-Trade with Syria47 

 
 
 

                                                 
46 http://trade-info.cec.eu.int/doclib/cfm/doclib_section.cfm?sec=141&lev=2&order=date 
47 ibid 
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% OF THE WORLD * 2000 2002 2004 

Imports 0,10     0,18     0,37     

Exports 0,10     0,18     0,36     

 
Figure 3. Syria Merchandise Trade with World48 

 

3.3.4 The Economy of Syria 
 
The Syrian economy is a multi-researched economy based on agriculture, industry, and trade. 
Since 1989 the oil and natural gas sector has witnessed a great investment and has become 
one of the essential resources for the development of the Syrian economy and is considered as 
the country’s most important natural resource. The Syrian economy is officially based upon 
the Socialist ideology defined in 1958 but Syria’s economy have undergone a profound 
transformation since the early 1970’s and is now pluralist; a mix between public, private and 
joint sectors. 
 
In November 1995 Syria and many other Middle Eastern and North African countries signed 
an agreement with the European Union to create a Mediterranean free trade zone by 2010. 
Syria is by many respects a poor country, and relies heavily on help from rich Arab states. 
The Syrian state handles foreign exchange, in addition to basic and vital industries like the oil 
refineries, most electricity plants and the railways.  
 
The agriculture sector is still predominant and continues to serve as an important engine in the 
country's economic and social development. 26% of the land is classified as arable, but large 
areas lie unused because of lack of water. It accounts for 31% of the GDP and 23% of 
employment. The most common crops are wheat, barley, cotton, vegetables, citrus fruits, 
olives, tobacco and sugar beet. In most cases irrigation is necessary, as most of the rain falls 
outside the growing season. The quality of the soil is threatened by insufficient use of 
fertilizers and not rotating of crops. Equally important is the breeding of livestock, including 
sheep, cattle, camels and poultry. Syria's main export crops are wheat and barley, and cotton. 
The industrial sector is vibrant employing 29% of the labour force and contributes 22% to the 
GDP. The main industries are food processing and textiles. Hydroelectric power represents 
42% of Syria's generated electricity. The main provider here is the Euphrates Dam at Tabaqa. 
There are also small hydroelectric plants along the other river. 
 
Syria also extracts raw phosphates, asphalt, limestone, basalt and some chrome and 
manganese. Syrian industries still include many handmade products which often turn out 
decorative objects, mainly sold to Syrians themselves, but also to foreign visitors. Syria has 
also  large production of wool, nylon textiles and natural silk. 

                                                 
48 http://trade-info.cec.eu.int/doclib/cfm/doclib_section.cfm?sec=141&lev=2&order=date 
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Modern industries play an increasingly important role, but are mainly involved in the 
production of simple products. The national industries are aided with high tariffs on imported 
goods. Food-processing industries produce mainly for the domestic market. The Syrian trade 
union for industrial employees, the General Federation of Workers is a central player in the 
country's economy. Most other workers are organized in unions, but few play an equally 
strong role. 
 
Syria' production is large enough to allow exports, and the income here is now larger than for 
any other commodity. The quick increase in production has resulted in fast depleting of the 
reserves. The government has encouraged the search for new oil fields along the Iraqi and 
Turkish borders. Syria has also a small output of natural gas. 
 
Tourism has become more and more important to Syria, and the country receives many 
tourists coming here to explore the country' long history, not the least the Christian parts of it. 
Modern Syria has well-developed road and railways systems. There are two sea ports, the 
ones of Latakia and Tartus. There are two international airports, the ones of Damascus and 
Aleppo. National airports include Qamishle, Latakia, Deir ez-Zawr and Palmyra.49Over the 
past four years, the economy has continued its expansion (an average of 7-8% per annum of 
real growth), due to a relaxation of economic controls and increased domestic investment and 
private sector growth. In 1991, the Syrian government issued investment law No.10, aimed at 
encouraging foreign investors to come to Syria.  Local private investment was also allowed, 
but its operations remained limited as the centrally planned economy gave the public sector 
priority over the private. 50  The introduction of Investment Law No. 10 formed the 
cornerstone of the government's turn toward the private sector.  

3.3.5 Foreign Direct Investments in Syria & Investment Law No.10  
 
Syria Investment Law No 10 
As a result of the governments will and the desire to direct the surplus of funds towards 
development and production, and within the framework of making use of all potentials 
available to the private and joint sectors and encouraging them to build up the economic and 
development foundation of the country, and in harmony with the attitudes adopted by many 
countries in the world to create a convenient investment atmosphere that helps attract local 
and foreign capitals and invest them in channels of production that are bound to yield good 
and prosperity to the country, the unified law of investment No 1051, was issued.   
 
The Law No. 10 of 1991 and its amendments issued by the Legislative Law No. 7 of 2000 on 
encouraging investments is considered the most important law in Syria in the field of 
investment. It includes many privileges and facilities to the investor regarding hard currencies, 
imports and taxes.52 Of these privileges and facilities are: 

 

                                                 
49 http://lexicorient.com/e.o/syria_2.htm  
50http://www.syriatoday.com/pkg05/index.php?page=view_article&dir=articles&ex=2&id=290&First=0&Last=
2&CurrentPage=0&src=cat&cat_id=9 
51 http://www.fedcommsyr.org/tradelaws&regulation.htm  
52 http://www.dcc-sy.com/dcc04/en_index.php?Lang=en&Page=en_investment.htm 
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• Syrian, whether resident or expatriate, Arab or foreign investors are treated on equal 
footing without any discrimination. 

 
• Allowing the investor to import his/her needs or requirements of machinery, means of 

transport or raw materials free from the rules of restricting imports and free from 
customs duties. 

 
• With regards to taxation, the law exempted the joint sectors from all taxes levied on 

income, real estates and others for seven years with effect as from the date of actual 
production or actual investment, and for five years for the private companies. The law 
also grants an additional two-year grace to the projects whose commodity or services 
exports exceed 50% of the total production within the grace period.  

 
• The law allows the investor may to an account in favour of his/her project in hard 

currencies at the Commercial Bank of Syria, including the capital of the project at 
100% and at 75% of the total hard currencies generated from export revenues. 
Interests in force are applied to these deposits. 

 
• The law allows investor to re-expatriate his/her net share of the project in hard 

currencies abroad , after five years from the date of the project commencement. 
 

• The law encourages the establishment of joint ventures in which the public sector 
contributes to 25% of the capital. Such joint ventures are given a seven-year tax 
holiday. 

 
• The law unifies the authority sponsoring investments in Syria and formed the Higher 

Investment Council. 
 

• The law exempts joint ventures and corporations that set their shares for public writing 
and holding companies from 50% of the stamp fee. 

 
 
 
Projects subject to this law are: 
 

• Agricultural projects, both vegetation and animal, including agro-industrial 
projects. 

• Industrial projects open to private and joint sectors. 
• Transport sector 
• Tourism sector 
• Any other projects approved by the Investments Council. 

 
 
 
The law has further granted foreign investors additional privileges, such as : 
 

• Settling investment disputes between foreign investors and public sector 
authorities wither amicably or according to the rules of the Investment 
Guarantee Agreement signed between Syria and the country of the investor. 
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• Allowing the opening of foreign bank accounts. 
• Allowing the foreign investor(s) to establish a corporation and chair its board. 
• Allowing the transfer of profits every year to the country of the investor. After 

five years the investor many transfer his/her capital with his/her capital profits 
abroad. 

 
 
The law also deals with facilitating investments in the Free Zones areas in Syria. There 
are six   free zones and have been set up in the following locations: 
 

1. The free zone in Adra, near Damascus. 
2. The free zone at Damascus international airport. 
3. The free zone in Aleppo. 
4. The free zone in Tartous. 
5. The free zone in Lattakia. 
6. The free zone at the Syrian-Jordanian border point, near 

Dara’a. 
 
 

4. Theoretical Framework 
 
This chapter discusses the various theories used as a basis for our research and analysis. 
Geert Hofstede’s cultural dimensions  presented to give a clearer understanding of how the 
Syrian society views; power structure, individuality , masculinity and deals with uncertainties 
that might arise in various situations. The Uppsala internationalisation model is used to 
explain and give an introduction of how companies go about when going international with 
regards to market knowledge, commitments and presence. The important role that network 
and personal relations play  in the internationalisation process are explained through the 
network theory. A thorough presentation of the characteristics of emerging markets are 
presented which explain how governments of emerging markets are, the effects of foreign 
direct investments in emerging markets and the challenges within emerging markets. 

4.1 Syria according to Hofstede  
 
Geert Hofstede analysed a large data base of employee values scores collected by the 
computer company IBM between 1967 and 1973 covering more than 70 countries, from 
which he first used the 40 largest only and afterwards extended the analysis to 50 countries 
and 3 regions. In the editions of Hofstede's work since 2001, scores are listed for 74 countries 
and regions, partly based on replications and extensions of the IBM study on different 
international populations. Subsequent studies validating the earlier results have included 
commercial airline pilots and students in 23 countries, civil service managers in 14 counties, 
'up-market' consumers in 15 countries and 'elites' in 19 countries.  
 
From the initial results, and later additions, Hofstede developed a model that identifies four 
primary Dimensions to assist in differentiating cultures: Power Distance - PDI, Individualism 
- IDV, Masculinity - MAS, and Uncertainty Avoidance - UAI. 
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Figure 4 
The diagram shows a correlative relation of Hofstede’s indexes 53between Sweden and Syria. 
The aim of the diagram is to give You the reader a better understanding of Hofstede’s cultural 
dimensions and the variations that exists between a western free market and eastern emerging 
market. It is important to note that Syria is not a representative of all eastern emerging 
markets, neither is Sweden a representative of a western free market economy.      
 
Power Distance Index (PDI): Looking at the scores obtained by Hofstede Syria obtained 80 
on power distance index54 which means that there is a higher degree of unequal distribution of 
power and wealth in the society, implying that there is a great degree of differentiation 
between different citizens in the society. This fact according to Hofstede hinders the upward 
mobility of the societies, in this case the Syrian society’s citizens55.  
 
Individualism (IDV): Moving on to the dimension which focuses on the degree of which the 
society reinforces individual or collective achievement and interpersonal relationships56, Syria 
scores about 3857, indicating that there is greater reliance on the group than the individual. 
Although the individual has his/her own responsibility, it is the collective responsibility that 
there is more emphasis on.  
 
Masculinity (MAS): The masculinity aspect focuses on the extension to which the society 
supports the traditional masculine work role model of male achievement. Implying that a 
society with a high score on the masculinity index tends to encourage that it is males that 
should constitute the majority of the working forces in society while females traditional role is 
at home. Syria scored about 5458 ,indicating a society that favours the traditional model where 
the male is the external workforce and the female is the internal workforce. By external we 
mean working with non-domestic related chores or tasks while internal we mean domestically 
                                                 
53 www.geert-hofstede.com. 
54 http://www.geert-hofstede.com/hofstede_dimensions.php?culture1=88&culture2=86 
55 http://www.geert-hofstede.com,  
56 ibid   
57 http://www.geert-hofstede.com/hofstede_dimensions.php?culture1=88&culture2=86  
58 ibid  
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related chores or tasks. This is a trend that is changing as more women are working externally 
and being encouraged to do so , thereby contributing to an increase in the female workforce. 
According to research conducted by Icon Group International 59  women constitute 
approximately 6% of judges, 10% of lawyers, 57 % of  teachers below university level and 20 
% of  university professors.60 
 
Uncertainty avoidance index (UAI): This index deals with how willing and accepting the 
society is when it comes to uncertainty and unstructured situations61. By scoring 60, Syria is 
according to Hofstede an uncertainty avoidance country implying it is a society that institutes 
laws, rules and regulations in order to avoid uncertainties.  

 

4.1.1 Critique to Hofstede’s Model 
 
Although being a provider of the general cultural and social situations in various markets, 
Hofstede’s model has been criticised for assuming that national territory and the limits of the 
culture are the same and correspond. But this is not the fact because cultural homogeneity 
cannot be considered as one and taken for granted in countries that include a range of culture 
groups or socially dominant and inferior culture groups. The Syrian population consist of 
Arabs mainly, and minorities of Kurds, Armenians and Turkmen. There is also a diversity in 
religion, although Islam is the state religion, there are Syrian Christians and minorities of 
Syrian Jews. This does inevitable affect the degree to which Hofstede’s model really does 
reflect the Syrian society. Another point the model has been criticised for concerns Hofstede’s 
respondents. The fact that all respondents in Hofstede worked within a single industry and a 
single multinational, the values of the employees of the same company in a specific country 
will generally be the same thus not reflecting the broader opinion leading to either over or 
under representation of social groups. The critique also touches upon the issue of the 
variations in definition of Hofstede’s dimensions from culture to culture. As the embedded 
meaning of a certain dimensions does vary from nation to nation and culture to culture ,it can 
be misleading as not all cultures have the same definition.  
 

4.2 The Uppsala Model 
 
Almost 30 years ago the business researchers Johanson and Vahlne conducted a study of a 
company’s internationalisation process, which got to be called The Uppsala model of 
internationalisation.62 The model has its theoretical base in the behavioural theory of the 
company and  is also influenced by Penroses theory of the growth of a company.63 The 
behavioural theory describes the internationalisation of the firm as a process in which the firm 
gradually increases its international involvement, which is expressed in the Uppsala model 
through psychic distance and the establishment chain. The process involves an interplay 
between the development of knowledge about the foreign markets and the operations in them, 
in addition to an increase in the company’s commitment of resources to those markets. The 
central issues of the model are how organizations learn and how their learning affects their 
                                                 
59 Executive report on Strategies in Syrian Arab Republic , published 2000 , www.icongroupedition.com  
60 ibid 
61 http://www.geert-hofstede.com/hofstede_dimensions.php?culture1=88&culture2=86 
62 Johanson, J. & Vahlne, J.-E. (1977).  
63 Penrose, 1995 
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investment behaviour.64 Another important aspect of the Uppsala model is its characteristic as 
a dynamic model, as it describes the internationalisation of a firm as an ongoing process.  
The Uppsala model explains two patterns in the internationalisation process of the firm.  
 

1. The first pattern is , that commitment to engage in operations in a specific foreign 
market develops according to the so-called establishment chain, which is a sequence 
of stages that are made in small incremental steps with extended commitment and a 
higher degree of commitment for every new step. In 1975 Johanson and Wiedersheim-
Paul identified four different stages , stated below65.  

 
• No regular export activities 
• Export via independent representatives (agent) 
• Sales subsidiary and 
• Production/manufacturing  

 
2. The second pattern explained is that , firms tend to enter new markets with greater 

psychic distance successively, which also generally implies a  greater geographical 
distance66. The psychic distance is defined as:  

 
“…the sum of factors preventing the flow of information from and to 
the market. These include differences in language, education, 
business practices, culture, and industrial development.”67 
 
Consequently, the less a firm understands a market the greater the psychic distance and the 
perceived uncertainty are. Thus, firms enter markets they understand and where they can see 
opportunities and where the perceived uncertainty is low. As postulated in the model, the best 
way to minimize the perceived uncertainty and to see opportunities is through experiential 
knowledge. This knowledge is mainly acquired through personal experience in the specific 
market. Hence, the  reason for strategy of incremental steps and the sequential engagement in 
foreign markets  
 
Further more the authors have made some basic assumptions in order to generalize and 
compose the model. Firstly, the firm strives to increase its long-term profit. Secondly, the firm 
tries to keep the risk-taking at a low level. Thirdly, the efforts to obtain the first two 
assumptions are made at all levels of the firm. Fourthly, the state of the internationalisation 
affects the perceived opportunities and risks, which in turn affect commitment decisions and 
current activities68  
 
Moreover, the firm is the centre of the analysis and it is seen as a loosely-coupled system in 
which the individuals have the knowledge. They also have separate interests in and ideas of 
how the firm should be developed. Consequently, those working in a foreign market will see 
opportunities and risks in that specific market and try to find and promote solutions that will 
gain themselves69. 
 
                                                 
64 Forsgren, 2002. 
65 Johanson & Wiedersheim-Paul, 1975, in Johanson & Associates, 1994, 
66 Johanson & Vahlne, 1990, in Johanson & Associates, 1994; Hollensen, 2001. 
67 Johanson & Vahlne, 1977, in Johanson & Associates, 1994, p.  
68 ibid. 
69ibid 
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“Thus, the model expects that the internationalisation process, once 
it has started, will tend to proceed regardless of whether strategic 
decisions in that direction are made or not.”70 
 
Another implied assumption is that firms have general competitive advantages i.e., when a 
firm’s product is not dependent on certain market conditions. This is a tacit understanding 
since the research was based upon larger firms, which had this general competitive advantage.  
 
The Uppsala model is based on four core concepts:  
 

• market commitment 
• market knowledge 
• current activities and  
• commitment decisions. 
 

 These four concepts are then divided into state aspects and change aspects. The two state 
aspects are market commitment, which is the resources committed to foreign markets, and 
market knowledge, which is the knowledge about foreign markets and operations possessed by 
the firm at a given time. The two change aspects are current activities and commitment 
decisions. The latter are the decisions to commit resources to foreign operations. The four core 
concepts are linked and affecting each other, as well as dependent on each other’s existence as 
stated below. 
 
“Market knowledge and market commitment are assumed to affect 
decisions regarding commitment of resources to foreign markets 
and the way current activities are performed. Market knowledge 
and market commitment are, in turn, affected by current activities 
and commitment decisions.”71  
 
In this way the process can be seen as casual cycles. The market knowledge concept consists of 
general knowledge and market-specific knowledge. The general knowledge concerns 
marketing methods and common characteristics of certain types of customers. Market-specific 
knowledge concerns characteristics of the specific national market expressed as:  
 
"…its business climate, cultural patterns, structure of the market 
system, and, most importantly, characteristics of the individual 
customer firms and their personnel.”72 
 
There is also a distinction between how the firm obtains the knowledge. It can either be 
acquired through objective knowledge that can be taught or by experiential knowledge that can 
only be learned through personal experience 73 . In the Uppsala model the experiential 
knowledge is emphasized and it is assumed that this kind of knowledge makes it possible to 
perceive and formulate opportunities. 
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4.2.1 Critique of the Uppsala model 
 
The Uppsala model has been analysed and criticized by many researchers. The major critique 
evolves around that the findings on the operational level, the psychic distance  
and the establishment chain concept, cannot be applied to the theoretical level, the dynamic  
model, since there are no clear linkages between these two levels of analysis. Furthermore  the 
Uppsala model does not provide information on how fast companies advance through the 
establishment chain. The degree of applicability of the model has generally been questioned 
and it has been claimed that the model does not confirm empirical findings for high 
internationalised firms and markets. Furthermore, it does not provide an explanation for the 
phenomenon of born-global firms and why some firm and their management had people skip 
certain stages of the model, so called leapfrogging. Other factors that might not be analysed 
well enough in the model is the determination of the company’s entry mode into the market, 
the firm’s resources, type of product and foreign market’s opportunity. Another aspect 
criticized is the psychic distance concept.74 
 

 

4.3 The Role of Networks on the Internationalisation Process 

 

4.3.1. Network Theory – In comparison with the Uppsala model 
 
As a complement to the Uppsala Internationalisation model, theories of the impact of 
networking has been developed75 and network analysis is today a powerful framework for 
international entrepreneurship researchers. The Network model was introduced in 1988 by 
Johanson and Mattsson 76 . Many other researchers have also found the importance of 
networking as being one of the key issues for firms that are going international successfully. 
As an entrepreneur in a foreign country, it is often of great difficulty to control transaction 
costs and to gain legitimacy, situations where a good network can be very useful.77  
 

4.3.2.Social Networks and Personal Relations 
 
Networks emphasize reciprocity norms, personal relationships, reputation, and trust78. The 
entrepreneur’s network represents social capital that is intangible and  idiosyncratic, which is 
strengthened through repeated interactions that help build trust79 and is a basic element that 
determines the solidity of the network link80. When an entrepreneur draws upon a network 
contact in an exchange, thereby making use of his/her social capital, a debt is incurred for 
which there is expected reciprocity.  
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One of the four elements of Oviatt and McDougall’s81 new venture internationalisation theory 
is “alternative governance structures.” They posit that because  international new ventures 
lack sufficient resources to control many assets through ownership, they must rely on 
alternative means of control. They point to the network structure as one of the new ventures’ 
most powerful resource-conserving alternatives to internationalisation. Focusing primarily on 
the personal and extended networks of the entrepreneur and his/her management team, several 
studies challenging traditional models of internationalisation have been drawn upon the 
network theory.  
 
McDougall82, explained that networks helped founders of international new ventures, or born-
global, to identify international business opportunities, and those networks appeared to have 
more influence on the founders’ country choices than did their psychic distance. They also 
identified strong international business networks as one of the seven most important 
characteristics of successful global start-ups. 83 

 

4.3.3 Organizational networks 
 
Much of the international entrepreneurship research using network theory has focused on the 
personal and extended networks of the entrepreneur/entrepreneurial team, but there is also an 
important factor that focuses on organizational networks. For example, Coviello and Munro 
noted that based on the findings of their study of the internationalisation processes of New 
Zealand software firms, their understanding of the internationalisation processes of 
entrepreneurial firms was enriched when they expanded the analysis beyond the individual 
firm’s actions and also addressed the impact of a firms’ role and position within a network of 
relationships84. From this perspective, foreign market selection and entry initiatives emanate 
from opportunities created through network contacts, rather than solely from the strategic 
decisions of managers in the firm.  
 
Birkinshaw sees the multinational corporation as an inter-organizational network where 
corporate entrepreneurship study builds a conceptual framework for examining the initiatives 
of the subsidiaries of multinational corporations.85  
 
Many researchers has also examined whether the governments creates an important role in 
fostering networks. McNaughton and Bell have analysed the situation where several countries 
have made government funding available for relationship brokers to encourage networks that 
promote growth and internationalisation, and see a strong correlation between the two 
factors.86 Also Cooke and Morgan highlight the role of government agencies and business 
associations in promoting networks in their studies of successful regional economies. 87 
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4.4 Learning Theory and Knowledge Management 
 
To acquire local market knowledge is a key issue of internationalisation. Researchers have 
recognized the importance of organizational learning for entering or expanding in the 
international marketplace.88 Learning was also a primary element of Johanson and Vahlne’s89 
original Uppsala internationalisation model. Organizational learning is a crucial factor of 
success for every firm and especially those going international. Researcher Autio define it as 
“the process of assimilating new knowledge into the organization’s knowledge base” 90 . 
Particularly in cross-national settings where different cultures, corporate governance systems, 
time zones, and languages are involved, the management of knowledge is challenging91. Firms 
that are competing in international markets, the learning process is critical in helping them 
overcome their liabilities of foreignness92, as much of this liability relates to the foreign firm’s 
lack of local market knowledge93. Knowledge is often the most critical asset of the firm and is 
its primary basis of achieving competitive advantage, which is even more important to firms 
acting on the international market. 
 

 

 

4.5 Emerging Markets - the characteristics 
 
An emerging or developing economy is defined as low to middle per capita income94. The 
words market or economy are used reciprocally  in the research as the emphasis is placed on 
emerging thus emerging market/economy bear the same meaning in this research, unless 
specified. 
 
Countries with emerging economies constitute 80% of the global population and represent 20 
% of the world markets95 and they are grouped as such due to the result of their markets 
opening up to the world and emerging as a result of economic reform and development96. 
According to Reem Heakal emerging market economies are “characterized as transitional, 
meaning they are in the process of moving from a closed to an open market economy while 
building accountability within the system” 97.  
 
By initiating the process of economic reform programs emerging markets seek to provide 
stronger, more reliable and responsible economic performance levels, in addition to 
transparency and efficiency in the capital market. Focus is also placed on strengthening their 

                                                 
88 Andersen et al., 1993. 
89 Johanson & Vahlne, 1977. 
90 Autio et.al. 2000. 
91 Kummerle, 2002. 
92 Hymer, 1976; Inkpen & Beamish, 1997; Zaheer, 1995. 
93 Lord and Ranft, 2000. 
94 http://www.investopedia.com/articles/03/073003.asp  
95 ibid 
96 ibid 
97 http://www.investopedia.com/articles/03/073003.asp , Reem Heakal   

 30

http://www.investopedia.com/articles/03/073003.asp
http://www.investopedia.com/articles/03/073003.asp
http://www.investopedia.com/articles/03/073003.asp


exchange rate system in order to strengthen their local currency and increase the confidence in 
their economy and encourage foreign investment that is beneficiary to the host economy.  
 
There are two potential causes for the creation of emerging markets: the failure of state-led 
economic development and the need for capital investment. Firstly, the state-led economic 
development failure to produce sustainable growth in the traditional developing countries. 
This failure and its tremendous negative impact pushes those countries to adopt open door 
policies, and to change from the state's being in charge of the economy to facilitating 
economic growth along market-oriented lines. Secondly, the developing counties desperately 
need capital to finance their development, but the traditional government borrowing failed to 
fuel the development process. In the past, the governments of the developing countries 
borrowed either from commercial banks or from foreign governments and multilateral lenders 
like the IMF98 and the Word Bank99. This often resulted in heavy debt overload and led to a 
severe economic imbalance. The past track record of many developing countries also 
demonstrates their inability to well manage and efficiently operate the borrowed funds to 
support economic growth. In light of the unsatisfactory results of government borrowing, 
developing countries begin to rely on equity investment as a means of financing economic 
growth. They seek to attract equity investment from private investors who will become their 
partners in development. To attract equity financing, a developing country has to establish the 
preconditions of a market economy and create a business climate that meets the expectations 
of foreign investors. This change in financing sources becomes another factor leading to the 
rise of emerging markets.100 
 
Emerging markets stand out due to four major characteristics. First, they are regional 
economic powerhouses with large populations, large resource bases, and large markets. Their 
economic success will spur development in the countries around them; but if they experience 
an economic crisis, they can bring their neighbours down with them. Second, they are  
transitional societies that are undertaking domestic economic and political reforms. They 
adopt open door policies to replace their traditional state interventionist policies that failed to 
produce sustainable economic growth. Third, they are the world's fastest growing economies, 
contributing to a great deal of the world's explosive growth of trade. By 2020, the five biggest 
emerging markets' share of world output will double to 16.1 percent from 7.8 percent in 1992. 
They will also become more significant buyers of goods and services than industrialized 
countries. Fourth, they are critical participants in the world's major political, economic, and 
social affairs. They are seeking a larger voice in international politics and a bigger slice of the 
global economic pie.101 Emerging markets have as a result an increase in both local and 
foreign investments due to their emergence. By becoming “target group” of foreign 
investments emerging markets have caught the attention of the global world.  
 
In their effort to create a market economy and to ensure sustainable development, emerging 
markets still face big challenges that come from fundamental problems associated with their 
traditional economic and political systems. A market economy requires those countries to 
redefine the role of the government in the development process and to reduce the 
government's undue intervention. Another serious problem that those countries have to 
confront is controlling corruption, which distorts the business environment and impedes the 
development process. An even more challenging task for those countries is to undertake 
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structural reforms with their financial system, legal system, and political system, so as to 
guarantee a disciplined and stable economy that is relatively free of political disturbances and 
interference.102 
 
A possible challenge that foreign investors might face upon entering these markets is the 
people’s (natives of the country) reactions, as the people of a protected and closed economy, 
might be extra careful when dealing with foreign investment, which implies that investors 
especially foreigners have to deal with issues of national pride as citizens might be against the 
idea of foreigners owing parts of their local economy103. Furthermore being in a transitional 
phase, emerging markets are still considered risk filled for investors, none the less many 
believe that more risk is means higher return on investments. 104Foreign investors have to also 
be careful when dealing with the cultural aspects of the emerging markets in order not to 
come across as superior.105  
 
 

 

 

4.6. Foreign Direct Investments  
 
Foreign direct investment (FDI) is defined as the movement of capital across national 
frontiers in a manner that grants the investor control over the acquired asset106. By saying 
control it is meant: 
 

• owing 10% or more of the ordinary shares of an incorporated firm 
• having 10% or more of the voting power of an incorporated firm or development of 

Greenfield branch plant that is a permanent establishment of the originating firm  
 
Furthermore the investor’s purpose is to achieve an effective voice within the management of 
the firm. The foreign group of allied entities that make the across border investment is 
referred to as “direct investor”107. Subsequently, the branch or subsidiary that the incorporated 
or unincorporated enterprise invests in (makes direct investment in) is referred to as “direct 
investment enterprise”108. Thereby owning a threshold of 10 % of equity ownership qualifies 
the investor to be considered a foreign direct investor. 
Firms which carry out FDI are known as “multinational enterprises” 109 (MNEs) or 
‘multinational corporations’ (MNCs)110 .  
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4.6.1 Internationalisation through Foreign Direct Investments  
 
The company’s results when entering a few foreign market is greatly affected by its choice of 
entry into that market. 111 Entry modes and market selections are to a certain degree inter- 
related and are considered collectively. Thus expansion into foreign markets can be achieved 
through the following four strategies, depending on the chosen market.112 
 

• Exports: expanding into markets by selling of domestic products in foreign market. 
Implies less risk and control. 

• Licensing: expanding into markets through the issuing of licenses to domestic 
companies of foreign market. Implies more control and risk.  

• Joint Venture: expanding into markets by establishing partnership with domestic 
companies of  the foreign market. Implies greater degree of risk than exports and 
licensing and even more control. 

• Direct Investments: expansion to foreign markets through full and direct ownership of 
facilities in the foreign market . Implies greatest risk and control for investing 
company. 

 
According to Ellis and Williams factors that affect the entry mode for  the chosen market 
depend on the following:113   
 

• Availability of resources and degree of commitment 
• Degree of control the company will have 
• Degree of risk a company will face and have to bear 
• Speed of entrance  and establishment 
• The availability of opportunities  in the foreign market  
• The company’s expected return form the investments 

 

4.6.2 Foreign direct investment in emerging markets 
 
According to UNCTAD the year  2005 witnessed a sharp rise in foreign direct investments  in 
developing countries researchers believe that it was investments in the form of merger and 
acquisitions that encouraged and increased the number of FDI in emerging markets. 
Consequently, foreign direct investments in the form of Greenfield has declined 114 
Furthermore with accordance to the research counted by UNCTAD , developing countries are 
showing solid growth. Foreign direct investments in developing world have increased by 13% 
in the year 2005 to an estimated $274 billion.115 The total investments in Syria during the first 
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half of 2005 reached SP (Syrian pound) 124 billion, where foreign capital contributed 23% of 
it, indicating  the increased confidence in the Syrian economy.116  

4.6.3 The Governments of emerging markets’ view on Foreign Direct Investments 
 
Governments in emerging markets,  try to attract foreign investors by application of various 
forms of encouragements and economical incentives in order to support the enterprises. 
Although the governments provide such encouragements they are still careful to ensure that 
their local economy does benefit from the foreign investments being conducted. According to 
McKinsey Global Institute117 both the incentives and restrictions are unnecessary, ineffective 
and can even be considered counterproductive118, as they cost governments millions of dollars 
annually in protecting inefficient players and lowering the standard of living and productivity.  
Further more it is found that foreign investments do benefit the local economies in almost all 
cases119. According to McKinsey Global Institute most executives said  that they would rather 
see the government spend its money upgrading the local infrastructure. Executives of other 
multinational companies agree. It is further showed that the primary considerations when 
executives invest abroad are the quality of the infrastructure and the labour force, the size and 
growth of the domestic market, and the accessibility of the location. In theory, if all else were 
equal, financial incentives might sway an investment decision. But all else is never equal, 
particularly when companies weigh the dozens of considerations factored into international 
investments. 
 
 
Various approaches used as incentive by host country of emerging economy are120:  
 

• providing targeted fiscal incentives, such as tax concessions, cash grants, and specific 
subsidies;  

• improving domestic infrastructure;  
• promoting local skills development to meet investor needs and expectations;  
• establishing broad-reaching FDI promotion agencies;  
• improving the regulatory environment and decreasing red tape  
• engaging in international governing arrangements  

 
Thus a friendly host government can be a powerful ally to MNEs, offering better investment 
infrastructure, easier market access, more financial privileges, and greater institutional support. 
These benefits, in turn, reduce political risks or operational uncertainties and enhance 
financial returns. Although the pace of unabated economic reforms and transition has, to some 
extent, crippled regulatory power in monitoring economic activities, governments of 
emerging economies still control resources and industries that are strategically vital to 
national economies. Likewise, a cooperative MNE can be an asset to the host governments, 
positively affecting indigenous economies and social welfare through employment and 
training, technology transfer and product innovation, and contribution of foreign exchange 
earnings and taxation incomes. 
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According to Yadong 121  coopetition is a reflection of such interdependence. Coopetition 
exists when competition and cooperation simultaneously occur in the course of relationship 
development between an MNE and its host government. Strategic interdependence between 
these two contains both bargaining and collaborating elements. Competition is bargaining for 
respective benefits and interests that are incompatible and incongruent between MNEs and 
governments whereas cooperation is a joint effort for a shared purpose. Bargaining-based 
competition inevitably remains at all times because MNEs and foreign governments do not 
share identical goals and are constrained by asymmetrical parameters in the decision-making 
process. Some clashes of interest inescapably remain because economic and social goals 
sought by governments are not always complementary with MNE interests. For instance, 
structural transformation may necessitate institutional protection for industries that consume 
national scarce resources, perform in the dual-track price systems (one state regulated and the 
other market determined), or represent pillar sectors fundamental to social development and 
economic stability. This protection will lead to a series of interference over investments 
undertaken by MNEs in these industries. In the decision-making formula, MNEs seek to 
maximize risk-adjusted net returns, which may discord with a host government’s optimisation 
of social equity and economic efficiency.122 

 

4.6.4 The benefits of FDI in emerging markets  
 
As Foreign Direct Investments means new investments entering and being established in the 
country, the following will result: 
 
The Standard of living improves  
The biggest benefit of foreign direct investment—and one seldom discussed according to 
McKinsey Global Institute—is its ability to raise local standards of living123. It is estimated , 
contrary to popular perceptions, that around 80 % of foreign investments today are made by 
companies that enter local markets and sell goods there, not by companies that produce cheap 
goods for export. 
Prices fall because foreign players improve a sector’s efficiency and productivity by bringing 
in new capital, technology, and management skills and by forcing less efficient domestic 
companies either to improve their operations or to exit. Although some incumbents stand to 
lose market share, consumers benefit from lower prices, which in many cases lead to a boom 
in demand and to the creation of new wealth. 
 
Good Jobs are created 
Globalisation’s most vocal critics often focus on another type of foreign direct investment, 
made by companies seeking to produce goods cheaply and to export them. However it was 
found, that such efficiency-seeking investments are even more unambiguously positive for the 
local economy because they create jobs and boost output without threatening domestic 
companies. 
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Contrary to what critics charge,  studies showed that in every instance foreign companies, 
both export oriented and not, paid wages that were at least equivalent to, and in most cases 
higher than, the wages offered by their domestic competitors. Companies that make export-
oriented foreign direct investments pose little threat to domestic producers because the 
foreigners are not competing for local market share. On the contrary, domestic companies 
often stand to gain as foreign ones look for local distributors and suppliers. They can also 
benefit by copying and building on the activities of the foreign competition, as domestic  
 
4.6.5 Final word to governments of emerging markets and their view on FDI 
 
As emerging economies are opening up to the global economy, they are liberalizing their 
policies to attract foreign investors ; as these foreign corporations are considered to be 
beneficial in the raising of employment, exports or even increase the level of know how of the 
host country’s domestic firms by the knowledge spill from the foreign firms.124 Thereby a 
surge in activity by multinational enterprise in the developing world has opened a new chapter 
in the era of globalisation, by being an essential part of the multinational enterprise 
investments in order to maintain their competitiveness and growth.125 In order to get the most 
from foreign direct investment, developing nations should abandon their incentives and 
regulations and concentrate instead on strengthening their economic foundations—in 
particular, stabilizing the economy and promoting competitive markets. Macroeconomic 
instability discourages long-term investment by making demand, prices, and interest rates 
difficult to forecast.  
 
Competition is essential to diffuse the impact of foreign investment, for without competitive 
markets, the entry of foreign players has little effect on inefficient domestic incumbents and 
their productivity. Foreign direct investment had the most dramatic positive impact when 
domestic incumbents—are not shielded from foreign rivals. To promote competitive markets, 
developing nations must reduce restrictions on foreign investment, lower import tariffs, 
streamline the requirements for starting new businesses, and encourage new market entrants. 
Another important way of promoting fair competition is to crack down on companies in the 
informal economy (or "grey" market), which do not pay taxes or obey regulatory 
requirements. These dodges give such companies an unearned cost advantage, allowing them 
to stay in business despite their small scale and inefficiency This lack of compliance not only 
robs government coffers but also allows informal players to maintain subscale and inefficient 
operations and thus impedes the transition to a more productive economy and a higher 
standard of living. 
 
Finally, developing countries must continue to build a strong infrastructure, including 
outsourcing roads, power supplies, and ports - particularly if they want to attract export-
oriented foreign investment. Increasingly, observers question whether globalisation has 
broadly improved global standards of living or not. The evidence from research conducted in 
this field clearly shows that foreign investment can and does. Thus rather than holding foreign 
direct investment at arm’s length, developing nations should embrace it. For these economies 
to make most of the foreign investments, the governments must strengthen the base of their 
local economies; including the infrastructure, the legal and regulatory environment and even 
the level of competition.126 
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4.7 Risks facing Multinational Enterprises upon internationalisation  
 
Country risk is a key variable in screening investment opportunities among emerging markets. 
There are several country risk measures, such as Institutional Investor's Country Credit Rating 
(IICCR), International Country Risk Guide's composite index (ICRGC), and Euromoney's 
Country Credit Risk (EMCCR). Although these measures are based on different 
methodologies and compiled by different types of experts, they are highly correlated.127 Risk 
is notoriously difficult to measure in emerging market returns.128 
 
None the less with every opportunity comes a risk129 thereby upon entering new markets 
multinational enterprises face new possibilities and risks and by being aware of the possible 
risks companies can be better prepared when handling risk related situations. Risks facing 
new market entrants range from political, economical to financial130 ,we also want to include 
the social and cultural risks.131 
 
Hollensen132  identifies three major types of political risks that can be encountered: 
 

• Ownership risk, which exposes property and life. 
• Operating risk, this refers to external  interference with the ongoing operation of a 

firm. 
• Transfer risk, which is mainly encountered when companies want to transfer capital 

between countries. 
 
Political risk can be the result of governmental actions or actions outside the government 
control and is grouped into two categories: macro and micro risk. Macro risk is a risk that 
affects all companies , both domestic and foreign, regardless of the industry they are operating 
in. While micro risk is more industry related risk. 133 
 
Economical risk includes the economical system within the country, that is the monetary and 
fiscal policy, financial risk is another risk that companies face.  
 
We will label the social and cultural risk as the socio-cultural environment 134of the market. 
Lack of knowledge about the country’s culture, mentality, “general codes of conduct” , social 
conduct can and do affect foreign companies when entering and operating in new markets. 
Although it is the organisational culture that guides the way business is run in an organisation, 
the influence of the country’s national culture on the employees behaviour, mentality and 
general social conduct  is inevitable, thus having pre-knowledge and understanding of the 
economical, political an socio-cultural environment  are helpful tools. 
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According to the Economist Intelligence Unit, the level of risk involved with investments in 
Syria is D (A being lowest risk and E being highest risk)135 . This rating is debatable and 
should be criticised with scepticism  as The Economist is an it is British  magazine and the 
fact that the British are strong allies of the US, whose political relation with Syria is almost 
non -existent further on taking into considerations the sanctions imposed by the US on Syria 
will surely influence the ratings given by Economist Intelligence Unit.  
 

4.8 Corruption - the Characteristics  
 
Corruption is rampant in many emerging markets. Contrary to the belief of some that 
corruption is necessary for business survival and growth in emerging markets, it is argued by 
Luo Yadong 136  that corruption is an evolutionary hazard, a strategic impediment, a 
competitive disadvantage, and an organizational deficiency. The concept and nature of 
corruption, outline how corruption differs from interpersonal business networking, and 
illustrate why corruption impedes organizational development. 
 

4.8.1 Concept and Nature of Corruption 
 
Corruption can be defined narrowly or broadly, depending on a study’s research boundary and 
focus. Narrowly, corruption involves a bureaucratic behaviour that deviates from the norm or 
violates rules specified by a given political context, with the motives for private gains accrued 
from the bureaucrat’s public roles. Broadly, corruption involves a role behaviour in any 
institutions (not just government or public service) that violates formally defined role 
obligations in search of some private gains. Such role obligations may be defined in national-
level legal codes (e. g., anti-bribery and anticorruption laws) and governmental regulations (e. 
g., anti-embezzlement rules for state employees) or organizational-level ethic codes for 
subunits (e. g., prohibit accepting kickbacks in defined circumstances) and for individual 
employees (e. g., prohibit accepting tips for those in defined capabilities or circumstances). 
No matter whether one chooses the broad or narrow definition, illicit business-government 
(officials) links remain as the core for management research because corruptions with 
officials for privately associated (personal, family, or company) pecuniary gains or resources 
support are predominant among all corruption activities. In the organizational context, 
corruption occurs at either the individual level (e. g., general manager), group level (e. g., 
sales department), or organization level (i. e., the entire company) through various means or 
channels, one of which is bribery. 137 
According to this definition, the concept of corruption includes the six following natures: 
 
1.Corruption is perceptual: It relates to individual behaviour as perceived by public as well 
as political authorities. Since it is a perceptual term judged by others, the concept becomes 
dynamic, subject to changes in social attitudes and political ideologies. Under certain 
circumstances, the public might reasonably believe that an act that is legally defined as 
corruption is nevertheless a necessary tool to survive. This explains in part why anticorruption 
laws and rules in many dynamic countries such as China have been changing so rapidly and 

                                                 
135www.eiu.com  
136 Luo, Yadong. Multinational Enterprises in Emerging Markets2002. 
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why it is so hard to eradicate all corporations no matter how new laws have been introduced. 
The nature of perception is even more prominent when one considers the dynamic nature of 
norm, duty, and rules.138 
 
2. Corruption is contextual Depending on the individual, ideology, paradigm, culture, or 
other context, the term corruption can mean different things to different people. It is 
particularly important to take into consideration the impact that the changing political 
environment may have on the term. Politics not only affects the understanding 
and explanation of corruption, but also produces and identifies certain social behaviour as 
corrupt. Therefore, it is necessary to examine not only corruption practices per se, but also the 
attitude and performance of the political system toward corruption. It is therefore important to 
know  the reaction of government, administrative or judiciary, to corruption if exposed by 
press.139 
 
3. Corruption is power-related: In order to be eligible for a corrupt transaction, a corruptor 
or bribee must necessarily be in a position of power, created either by market imperfections or 
an institutional position that grants the corrupter discretionary authority. Officials in public 
service could also be the recipients of bribes.  
Corruption always depends on power, but power does not necessarily spring from the law. 
People in public service (for example, physicians, customs clerks, and low-level staff in 
charge of bank loans in emerging countries) gain power not from the law but from their 
influence on businesses’ procedural costs. Having said this, however, it remains that 
government bureaucracy constitutes the most corruptible and corrupted part in many societies.  
 
4. Corruption is illegal or norm-deviated: Although corrupt behaviour can arise in a 
number of different contexts, its essential aspect is an  illegal or unauthorized transfer of 
money or an in-kind substitute. Although there might be a situation where certain behaviour is 
generally considered corruption but no legal precedent has been established for it (in this case, 
the legalist definition lags behind moralist definition), legality-based norms are most widely 
used. This is because the legalist definition of corruption is generally more operational, clear-
cut, consistent, and precise than the moralist definition. Moreover, it usually does not take 
long for judiciary rules or institutional stipulations in a given political context to catch up 
through the modification of legal framework. Those who are bribed must necessarily be 
acting as agents for other individuals or organizations since the purpose of bribes is to induce 
bribees to place  their own interests ahead of the objectives of the organizations for which 
they work. In general, corruption leads the corruptor to secure private gains at significant 
public expense. Although not all corruption will definitely be detrimental to social welfare, it 
violates legal codes or institutional rules stipulated in a given political context. Without this 
essence, corruption cannot be distinguished from gift-giving and interpersonal links. 140 
 
5. Corruption is intentional: The motivation of making personal gains conveys the very 
connotation of corruption. Illegal misconduct might not necessarily be corruption if there is 
no personal gain. Economists generally treat corruption as another means of maximizing 
profits or seeing optimal economic resources. Addressing its sensitivity to the rationality that 
underlies corruption enables us to differentiate purposive dereliction of duty for personal gain 
from other careless mal-administrative behaviour.141 
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6. Corruption’s mode of expression is almost always covert: Because of the nature of the 
operation, it is hidden or veiled in the informal arena. No formal written contract is delivered: 
Contact is through oral communication so that it cannot be documented and used to prosecute 
an individual. Manoeuvres are carried out behind the scenes to conceal the identity of the 
actors. Overall, corruption is an informal, veiled system transforming benefits derived from 
one’s public roles and power to personal gains. On the other hand, corruption is produced by 
the rigidity of the formal system; it unblocks and speeds up the process of the system. But it 
also produces the formal 
system. It fills the interstices of the formal system, allows its position, and provides new 
impetus for its re-composition. Corruption brings both money and power and repositions 
factions. Corruption also reproduces itself over time because the agents recruit members 
according to the law of supply and demand. The inflexibility of the formal system causes 
actors to bring their corruption schemes into the underground, where they are protected by the 
secrecy and where they can flourish and reproduce themselves in the shadow of the formal 
system.142 

4.9 Corruption in emerging market  
Corruption an activity that misuses public power for private benefits as mentioned above , has 
attracted even greater attention in emerging markets recently, in part because economic crisis 
or problems was to some extent attributed to public and private corruption. Corruption is a 
problem in all emerging markets that lack transparency in all areas of government practice 
and lack strong and independent institutions combating corruption. 
Many emerging economies rank high in a corruption perceptions index (CPI) reported by 
Transparency International. Syria’s rank is shown in the table below. 
 

Country rank  
 
 
70 out of 159  
 
 
 

Country
 
   
  Syria 

2005 CPI 
score*  
 
   3.4 

Confidence 
range**  
 
   2.8-4.2 

Surveys 
used***  
 
    5 

     
Corruption Perception Index143 

 
The companies that suffered most from the economic downturn were those that depended 
most on corrupt arrangements rather than on open competition.. 
 
Corruption is shaped by strong ties between government officials and family businesses .Such 
ties are often necessary for protecting family businesses but may breed corruption. In fact, 
corruption has to do with vaguely defined business government relations in general. 
                                                 
142 Luo, Yadong. Multinational Enterprises in Emerging Markets, Copenhagen 2002 
 
143 Explanatory notes  
* CPI Score relates to perceptions of the degree of corruption as seen by business people and country analysts 
and ranges between 10 (highly clean) and 0 (highly corrupt). 
**Confidence range provides a range of possible values of the CPI score. This reflects how a country's score 
may vary, depending on measurement precision. Nominally, with 5 percent probability the score is above this 
range and with another 5 percent it is below. However, particularly when only few sources (n) are available an 
unbiased estimate of the mean coverage probability is lower than the nominal value of 90%. 
***Surveys used refers to the number of surveys that assessed a country's performance. 16 surveys and expert 
assessments were used and at least 3 were required for a country to be included in the CPI. 
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Governments set a regulatory environment for businesses. Therefore ambiguous business 
government relations may propel corruption through which illicit companies can gain from 
regulatory privileges. It is important to verify not merely how important business government 
relations are but, more importantly, how such relations are formed, evolved and utilized. 
Finally, corruption is largely attributable to the deficiency of market institutions and public 
service. 
 
Corruption is fuelled by inadequate laws, irreverence for the law even when it is adequate, 
and the impunity of those who are corrupt. In many emerging markets, public administration 
controls are weak and politicised, and the capacity of law enforcement and the judiciary are 
uneven. This translates into low credibility of institutions and the perception that ‘anything 
goes’. While institutional weakness serves as a conduit for corruption, corruption contributes 
to the deterioration of the institutional, legal, and ethical basis of nation states. One common 
problem concerning corruption in emerging markets is political corruption. Democracy in 
many emerging regions, is considered young and is often vulnerable and unstable. Corrupt 
practices at the heart of the democratisation  process – in party funding and election 
campaigning – are all too often compounded by a lack of transparency, the abuse of power 
and impunity. Political corruption in much of the continent results from the need of all 
politicians to secure the financial pipeline necessary to guarantee election. The prevalent 
perception that bribery makes public administration work more smoothly is also a 
contributing factor to the widespread corruption. In sum, the main sources of corruption in 
emerging markets are non-transparent structures of government with long traditions of 
exemption from the law; the escalating need to finance political careers; and the enmeshed 
problems of the illegal drug trade and money laundering.144 
 
 
4.5 Corruption and Personal Networking in emerging markets  
 
Personal networking concerns drawing on connections in order to secure favours in personal 
relations. It contains implicit mutual obligations, assurance, and understanding and governs 
individual attitudes toward long-term social and business relationships. Although it includes 
reciprocal obligations to respond to requests for assistance, this reciprocity is implicit, without 
time specifications, unnecessarily equivalent, and only socially binding. In many emerging 
markets, personal networking provides a complement to contract law, and obligations mainly 
come from relationships. According to Yadong nine differences between corruption and 
personal networking can be outlined:145 
 
1. Personal networking is an ingredient of social norm, whereas corruption deviates from 
social norm. In general, corruption is the moral incapacity of citizens to make reasonably 
disinterested commitments to actions, symbols, and institutions that substantively benefit the 
common welfare. This moral incapacity comes from the interaction of human nature with 
systematic inequality of wealth, power, and status. Such disparities, spawned by the human 
capacity for selfishness and pride, can generate systematic corruption. The privatisation of 
moral concerns and the accompanying breakdown of civic loyalty and virtue are the cardinal 
attributes of a corrupt state. 
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2. Personal networking is legal, whereas corruption is illegal. Personal networking and 
corruption may share certain common tactics or methods behind the practice (e. g., gift-giving) 
but differ essentially in judiciary implications. As a dominant part of business culture, 
networking complements law and stipulates business success. It might even boost national 
economy if bureaucratic efficiency is not obstructed and institutional framework is not 
contagious by pervasive use of personal networking. Corruption, however, creates a serious 
risk of marginalisation in the global marketplace. It threatens to erode already waning support 
for development assistance to governments. It jeopardizes private-sector investment and 
hinders economic growth. It further imposes a disproportionately heavy burden on the poor. 
Corruption does not complement, but rather deters and contaminates, the legal framework in a 
given political context. 
 
3. Personal networking essentially builds on favour exchange, whereas corruption mostly 
involves monetary exchange. During interpersonal exchanges of favours, social obligation 
arises when one provides a favour or help to the other. By contrast, the primary instrument 
used for exchange during the corruption process is money or high-value items. Exchanging 
money with power is the most notable form of corruption . 
 
4. Personal networking involves implicit, social reciprocity, whereas corruption pertains to 
explicit, transactional reciprocity. Personal networking is embedded in social obligation 
accumulation as an endless flow of interpersonal exchanges and reciprocal commitments. On 
the contrary, corruption is normally a deal between a briber and a corrupter. Such a deal is 
transactional in the sense that the terms of agreement by a briber and the service by a 
corrupter are explicitly, orally specified. Once this deal ends, no unpaid social obligation 
remains for either party. 
 
5. Personal networking does not involve any lawful risks if it fails, whereas corruption is 
linked to high legal risks and uncertainties. When a personal relationship breaks, it has only 
social consequences. In contrast, a corruptor always encounters high risks of being put in jail 
when plunging into corruption activities. When a corruption deal is broken, this risk 
multiplies. 
 
6. Personal networking builds on a long-term orientation, whereas corruption deals with a 
short-term transaction. Personal networking is established and reinforced through continuous, 
long-term association and interaction. Corruption is an uncertain game in which information 
is never symmetrical, complete, and perfect and in which actors always doubt whether the 
counterpart will comply with the game rules, as results such relations will never be 
sustainable.  
 
7. Personal networking does not specify a time limit, whereas corruption often requires 
timeliness.  
 
8. Personal networking builds on trust, whereas corruption is based on commodity. Trust is an 
important element of a sustained personal relationship and limits the likelihood of 
opportunistic behaviour. By contrast, a corruption relationship is established  based on 
commodity exchange between money and power. Power can easily transform to commodity 
when governmental, institutional, and judiciary systems are all corrupted. Although the value 
of personal networking is generally determined by trust, the price of corruption is often 
determined by power. 
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9. Personal networking is transferable, whereas corruption is not. Since personal networking 
builds on trust, interpersonal networks always expand through credible intermediaries. 
Corruption, however, is not transferable. It  is a covert, hidden, only between-you-and-me 
type of interaction. During the corruption process, the fewer people involved, the safer the 
“business” is. Because of the illegality of corruption, transferability increases the divulgence 
risk, and thus the corruption costs. 
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5. Empirical Findings  
 
This chapter will present the empirical findings that were achieved through interviews 
conducted in Syria and Sweden with managers of companies operating in Syria as well as 
experts on trade relations in the Middle East.  
 
 

5.1. Primary Empirics – Interviews conducted in Sweden 
 

5.1.1 Interviews with experts on foreign companies’ establishment and trade with Syria 
 
To obtain a wide and objective knowledge of the Syrian business climate, the country’s 
opportunities, strengths and weaknesses from a foreign company’s perspective, interviews 
were conducted with Swedish experts on Syria and the Middle East. 
 
The interviews in Sweden were conducted with: 
  

• The Manager of a global power and automation technology company, Middle East 
branch. 

• Senior lecturer 1 at the Centre of Middle East Studies at Göteborg (Gothenburg) 
University. 

• Senior Lecturer 2 at Department of Peace and Development Research, Head of 
Regional Studies Section and Director of Centre of Middle East Studies at Göteborg 
(Gothenburg) University. 

• Doctoral student at Department for oriental language, Middle East and North Africa 
division, Stockholm University.  

 
The four interviews are summarized due to the similar background, context and outcome 
produced from the different respondents. 
 
The respondents view of Syria: 
 

5.1.2 The potentials of the Syrian market 

 
Syria offers a market of great potential for western companies, especially within the field of 
local production. It is a low price market, but production of products that have not been 
produced earlier in the Syrian market would most likely be profitable. Due to the complicated 
and bureaucratic system which creates many hurdles for foreign companies, the competition is 
quite low, a situation which offers opportunities of large market shares for the companies 
succeeding upon entering in Syria.  
 
Syria is a country of religious diversity, which creates an open-minded and understanding 
cultural environment for foreign companies and employees.146  

                                                 
146 The Manager of a global power and automation technology company, Middle East branch. 
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5.1.3 Challenges and Risks for foreign companies when entering Syria 

 
All respondents witness of many hurdles for foreign companies to overcome, related to the 
heavy and difficult bureaucratic system in Syria. The regime in Syria call themselves Socialist, 
but is according to the doctoral student at Stockholm University  more of a dictator State, 
further more according to the Swedish respondents the market in Syria is ,not surprisingly, 
under strong supervision and control by the state. Corruption, such as bribery, is very 
common.147 Foreign companies should therefore, when entering the Syrian market, take into 
consideration which projects are run by the authoritative political regime, so that the 
companies don’t risk acting in favour of the suppressive political party or appear in negative 
context evolving around corruption.148 
 
When entering Syria, foreign companies first of all need to be registered at the authorities. 
Second, the earlier lack of private banks in Syria used to cause problems and a need of using 
international banks in Beirut, a situation that is positively being changed since the issuing of 
the banking law which has created the opportunities for the opening up of private (both 
domestic and foreign) banks in Syria.149  
 
Ten years ago, two major problems restrained companies from entering the Syrian market; 
first of all the financial problems of the country, their currency and payment ability. Today 
those problems are not any longer of a major character since the Syrian pound now has a 
reasonable exchange rate and the earlier system of using at least three different currency 
exchange rates has ceased to be in use. Though, the banks are still under the Baath party’s 
surveillance, which makes it complicated to western companies to cooperate with them. 
Though, one problem still remaining for companies entering Syria, is the political risk taking. 
The Baath Party democratisation process has been slow.150  
 
Syria is still in many aspects a rather undeveloped country, but the progress of opening the 
country to the west and its development towards modernity is very efficient and rapid.151  
 
One of the major risks for foreign companies entering the Syrian market today is the 
continuous conflict and instability in Iraq which in the future could also include or at least 
affect Syria.152  
 
 

5.1.4 Possible strategies for successful establishment of foreign companies in Syria 

 
For a foreign  company establishing on the emerging market of Syria, the safest way of 
creating a well functioning network is to have a bi-lingual, Arab or a native from the 
investor’s home country, consultant or employee to ease the cultural and political gap which 
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151 The Manager of a global power and automation technology company, Middle East branch 
152 Senior Lecturer 2 at Göteborg University 
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may cause misunderstandings. When Ericsson entered Lebanon in the 1990’s it was one of the 
factors leading to their successful entry within the new market. 153  Using the investing 
country’s ambassador’s network might be helpful and political and personal contacts might be 
indispensable for a foreign company negotiating with a Syrian company. 154 
 
To enable business between a foreign and Syrian company, many claim that good contacts 
high up within the ruling political Baath Party is a must .155  
 
Knowledge about the cultural context within the country that one is about to establish in, is of 
great importance. For a successful entry in for example Syria, the company should educate the 
employees about the social, cultural and political circumstances and “codes” used within the 
country. Visits to the country, before starting negotiating about contracts, is also important to 
create a mutual trust with the trading partner. 156 
 

5.2.  Primary Empirics – Interviews conducted in Syria 
 
To widen our knowledge of the Syrian business climate and its strengths, weaknesses and 
opportunities regarding the situation and conditions for MNEs operating in the emerging 
market of Syria, interviews were conducted with managers at chosen companies in Syria. 
 

5.2.1 Syrian Group 1 
 
The interview was conducted with the Vice President of SyrianGroup. 
 

5.2.1.1 Company background 

 
Syrian Group1 was established in 1922 in the old city of Damascus, Syria. The company 
distinguished itself, from early start, within the field of commerce but have expanded to the 
fields of tourism, agriculture, industry and contracting. The privately owned Group is 
composed of different companies which each of them enjoying independent identity and field 
of specialization, with offices and factories located domestically and abroad. There are over 
500 employees working within the Group, in the various locations.  
Currently 'Syrian Group1' is internationally represented with offices in Paris (France), 
Prague (Czech Republic), Montreal (Canada), Saudi Arabia and Lebanon.  
Due to its renowned reputation, 'Syrian Group 1' is the Syrian representative of the following 
companies: Aiwa, United Technologies - Carrier, Fiat-Hitachi, Champion, Beecham, ICI, 
Roche, IBM, Alitalia and Novartis157 and the partner of choice of many foreign companies and 
investors seeking to do business in Syria.  
 

5.2.1.2 Ways to set up and enter the market  
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According to the Vice president , there are three main ways that foreign investors wanting to 
enter and establish businesses in the Syrian market can take: 
 

• Contacting the Syrian Chamber of commerce, which provides the required information 
and opportunity to get in contact with Syrian companies. 

• Contacting the Syrian European Business Center158. The Syrian-European Business 
Center (SEBC) is a program funded by the European Union as a direct result of the 
financing agreement signed between the Syrian Ministry of Economy and Trade, and 
the European Commission. SEBC aims to increase the international competitiveness 
of the private sector and the effectiveness of its business support institutions, thereby 
facilitating progressive transition to a market economy, and the successful entry of 
Syria into the Euro Mediterranean Free Trade Area (FTA)159. 

• Initiating contact with Syrian business partners with possible contacts that the foreign 
company/investor has in Syria.  

 

5.2.1.3  The Syrian market’s potentials and challenges  

 
The Vice President sees Syria as a self-sufficient country with a big consumer market, it has 
great potentials especially its geographical locations. In his opinion the challenges that do 
exist in the market are making it less encouraging for foreign investor(s) to do business  in 
Syria. The laws are unclear and difficult to understand, there are lots of grey areas. He 
furthermore mentions how the lack of information for investors, both domestic and foreign 
but especially foreign, makes it a tedious task to be aware of all the “latest happenings”. 
 
Another fact, that according to the Vice President is contributing to the lack of both domestic 
and foreign investments, is that many Syrian citizens living abroad find it very hard to come 
back and establish a vision. While part of the generation that did not leave Syria are used to 
the comfort of not doing anything and thus do not feel motivated to start a business. The fact 
that Syria is a full participant in the Barcelona process 160  means that there are more 
opportunities for investments and foreign co-operations. The challenges that lie ahead to Syria 
is the difficulty facing Syria in finding and obtaining external funding. The Vice President 
believes that this situation has been influenced heavily by the US sanctions on Syria, as US 
has encouraged its partners to cut trade with Syria. None the less, he sees the reforms that are 
taking place as a positive sign of the will that is present of moving towards a more free market 
economy. He points out the President’s Bashar Al-Assad efforts to improve the business 
climate and overall situation of the Syrian market have been productive and appreciated.  
 
 

5.2.1.4 Risks of the Syrian market  

 
With regards to political and economical aspects, it can be said that Syria is stable both 
politically and economically. Taking into consideration of the existing political tension in the 
areas and the external pressure Syria is facing from US, it is safe and stable. The financial and 
economical risks are stable, although there have been some fluctuations, but it has not been so 
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damaging. He believes that the governmental structure of being a social republican has helped 
in keeping the country stable.  
 
With regards to business the Vice President believes that there are two kinds of people 
 

1. Those who wait and don’t do anything, these are rarely rewarded. 
2. The other consist of those who are willing to take chances as they see the potentials 

with taking risks, that is getting rewarded. 
 
Then again there is risk in every market, and being aware of them makes the investor better 
prepared and ready for  various business scenarios.  
 

5.2.1.5 Last word 

The Vice President is very optimistic for the future and does admit that currently that there 
exists obstacles such as corruption, bureaucracy and lack of business information that do 
discourage investors. But the present will to make a change will have an influence and change 
the present situation by minimizing the obstacles. He encourages investors to contact 
embassies of their respective country present in Syria, Syrian Chamber of Commerce or 
Syrian European Business Centre in order to have better understanding of the country.  
 

5.2.2 Junior Chamber International  
 
Interview was conducted with the 2006 National President of Junior Chamber International 
Syria: Worldwide Federation of Young Leader and Entrepreneurs. Below are his opinions of 
how Non Governmental, non-profit  organisations can contribute positively to society. 
 
Junior Chamber International (JCI) 161  is a worldwide federation of young leaders and 
entrepreneurs. There are currently 200,000 active JCI members and millions of alumni 
participating in meetings, projects and events around the globe. Founded in 1944, JCI has 
spread from eight nations to more than one hundred countries.  
 
The JCI's mission is to allow 18-40 year old professionals to contribute to the advancement of 
the global community by providing them with the opportunity to develop their leadership 
skills, social awareness and entrepreneurial ambitions with a group of like-minded individuals 
who are interested in creating positive change162.  
 
Junior Chamber International (JCI) is  a non governmental, non-profit organisation aiming at 
providing  networking opportunities to young business people on the local, regional and 
international levels, enhancing teamwork in society. JCI also offers seminars on leadership 
skills, strategic planning, communication and personal development. JCI aim is to raise the 
awareness and the responsibility towards the community, and also encourage projects that 
accomplish these goals.  
 
The projects that are carried out by JCI Syria in addition to seminars is helping the young 
Syrian generation of becoming more engaged with the society. The knowledge that is 
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provided by the federation is proving to be helpful, as the results and experienced  gained are 
motivating young Syrians to dare to take chances, build up confidence and start new projects. 
JCI is actively involved in four major areas of opportunities in the fields for the youth: 
individual, community, international and business areas. 
 
The President sees it is as common responsibility for every Syrian citizen to contribute to the 
awareness process of Syria and to promote a positive and realistic image. Through the JCI in 
Syria, the members are working on creating international awareness as JCI is present in over 
100 countries with over 200,000 members worldwide163.  
While going on tours with JCI, The President mentions that they, the Syrian delegation, are 
always happy by people’s positive reaction when they learn about Syria. The various positive 
reaction that JCI Syrian members get from other international JCI members is an 
accomplishment and the drive factor that encourages the members to be more creative in 
finding ways to spread awareness about Syria. 
 
The benefits of such organization can be observed on both:  
 

1. The national level: the increased awareness spread by JCI to young Syrians, will 
encourage them to become active members of society. Which in the long run will lead 
to an improved “entrepreneurial sprit” within society.  

 
2. The international level: during their travels, delegations from different countries are 

given opportunities to interact, cooperate and exchange information of respective 
nations. Thus increasing awareness, gaining new information and establishing 
international contacts.  

 
Thus it is a mutual benefit for all involved and the effect is universal. 
 

5.2.3 International Swedish Telecom  Syria branch 
 
Two  interviews were  conducted at the telecom company Syria branch with:   
 

•  The Senior Specialist and Technical Solution Manager and 
• The  Sales Manager. 

 
The company’s origin date back to 1876, with their headquarters located in Stockholm, 
Sweden.  
The company is a world-leading provider of telecommunications equipment and related 
services to mobile and fixed network operators globally. Over 1,000 networks in 140 
countries utilize their network equipment and 40 percent of all mobile calls are made through 
their systems. The company  offer end-to-end solutions for all major mobile communication 
standards.  
 

5.2.3.1 Reasons for setting up 

The Telecom Company has activities in most Middle East countries. Gaol-Targets for 1995 
was to expand it’s activities into one of the three major markets in the Middle East region; 
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 49



Syria, Iran and Iraq. The Company’s management looked at the potentials and how these 
markets filled the required criteria for The Company’s offices to open up. Due to the 
situations of Iran and Iraq, the Syrian & Iranian markets were chosen. The weak situation of 
the telecom industry in the region ten years ago encouraged The Company to open new 
branches in order to gain new market shares, be market leader and improve conditions.   
 
5.2.3.2 Setting up, the competitors and customers 

The initiation process of setting up, started in 1995 with visits by The Company team to Syria 
in order to learn more about the market and understand the situation better. Seminars were 
held and key persons (technical, commercial and from the top management) from the Syrian 
Telecom Establishment (STE) were invited to attend. The aim was to get in contact with 
important customers and inform them of the latest within the telecom business. These 
seminars proved to be beneficial for both sides, as The Company established contacts, gained 
new customers and learnt more about the needs of the Syrian market. By having seminars the 
attendants were informed about the benefits of taking share of competition and how this 
would make the provision of latest development within the telecom branch to reach the Syrian 
market faster. Siemens (German Telecom Vender) was at that time the sole player on the 
Syrian Telecom market, a monopoly. Being a monopoly gives strength and might lead to that 
a company loses some of its competitive edge in providing the latest up-to-date innovations. 
After seminars and various meetings, The Company  started in 1995 doing business with 
Syria. The local Ericsson representative office was opened in 1997 and is still running. They 
have today four main customers all which are telecom organisations, such as Syriatel (GSM), 
Spacetel (GSM), Syrian Telecom Establishment (the incumbent governmental fixed operator 
and recently the main internet service provider (ISP).  
 

 

5.2.3.3 The Challenges 

 
 The challenges the company faced and is facing on the operational level with the Central 
Bank, is obtaining a letter of credits (LoC) as it takes around 6 months when it is supposed to 
take 2-3 weeks. Another issue that is taking long time to obtain is the long DSO - Day Sale 
Operation. While the norm in Sweden is 25 days, in Syria it takes 200-300 days. These issue 
are very frustrating as they are time consuming, slow down business and have the capital tied-
up for long period. 
 
Another problem they are facing is the U.S embargo on Syria, this complicates matters as The 
Company is not able to import products that contain too many American components, due to 
the embargo.    
 
The existing labour law is very unclear and contains many grey areas. The lack of clarity that 
is present in the law makes it difficult for the employers, especially foreign employers to 
know all the regulations that are important and that should be taken into consideration when 
hiring employees from the Syrian market, thus leading to problems with employment. Matters 
that relate to business ethics and awareness is also a challenge , as they are not so wide spread, 
a situation which the company has to continuously work on in order to improve, with the daily 
contact they have with customers. Lack of trust is another challenge that the company faces, 
there is always a certain degree of suspicion, another issue that The Company has to tackle 
quite frequently to overcome and replace with complete trust.  
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Bureaucracy and organisational problem within governmental organisations is an issue that  
Mr. M believes needs radical changes. Decisions making process should be more flexible, 
efficient and less time consuming than at the present moment as the employees within a 
governmental organisation in Syrian has to go to his/her manager or higher ranked 
officer/employee.  
 
The reforms that are taking place in the country do have an effect but the biggest problem, 
according to Mr. M is that there are individuals that are counteracting the reforms, and it is 
those that are making the change process a tedious and time consuming process. As things can 
not change over night, Mr. M is positive with the results of how persistent the government is 
on handling and dealing with corruption related issues in order to eliminate them from the 
system. 
 

5.2.3.4 Potentials of the Syrian market 

 
Syria’s geographical location is very lucrative. As Mr. M put it : 
 
“The potential of the Syrian market is very high , just like a museum there are many treasures 
within the market that are waiting to be explored and uncovered .“ 
 
The tourism sector should be encouraged, as the heritage is splendid, there are four seasons 
throughout the year, there is the sea, mountains and land, so tourist can choose between the 
seasons and locations to visit.  
 
Being an closed economy that is moving towards a more open one, means that the market 
lacks full competitiveness thus allowing greater opportunities for investors to operate as there 
is more room for investments.  
 
 

5.2.3.5 The Employees 

 
As it is an international company, so are the employees; they are from various nationalities of 
the Arab world, Sweden of course and some from Asia. The majority are Arabs as they know 
and understand the embedded mentalities of the Syrian and oriental culture. 
 
Cost is also lower when employing natives rather than having external contract. By 
employing Syrians, The Company is in the long run contributing in spreading business ethics, 
corporate social responsibility and business awareness, all beneficial to the Syrian market and 
society. 
 
Motivation of the employees is very high, as they feel that working in an international 
Swedish company is a “blessing”. The Company has a dialogue system, that is used regularly, 
which involves consulting employees empowerment, asking them of their experiences, the 
work and the managers, all in order to improve the working conditions. The yearly 
improvement program gives the employees a chance to grow both as individuals and 
employees within the company. These activates and strengthen the motivation and loyalty of 
the employees.  
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5.2.3.6 The Personal Experience 

 
It has been a positive experience for Mr. M, he has learnt a lot. Working in Syria requires 
patience and flexibility, as matters can be delayed as discussed under The Challenges. 
Understanding the culture is very essential. Although being of Syrian origin, Mr. M 
experienced difficulties as he has not been living in Syria for many years. 
Knowing the laws very well is essential, as this knowledge might help in avoiding any un-
known business or employment problems.  
 
Knowing the right people do help ease the business operations and what is more important 
knows people that do things the right way. During his years at The Company Syria branch, 
Mr. M has been informed of various cases were investors have faced difficulties with contacts, 
as these contacts did things the wrong way, did not follow laws and regulations thus ended up 
hurting the investors business. Therefore he recommends that it is important to have contacts, 
but they should be contacts that know and follow the laws and regulations. He predicts a 
positive future for Syria, and describes the employees as efficient and willing to learn, 
furthermore he sees the Syrian citizens as very creative and ambitious, who are optimistic and 
willing to learn as they are seeing the opportunities the investments are creating. 
 
 
5.2.3.7 Interview with Mr H.,  Sales Manager at Ericsson Syria branch  

 
The interview was conducted with Mr. H, Sales Manager at The Company Syria branch. 
During the interview, Mr. H  opinion of the challenges and opportunities within the Syrian 
market were discussed. Mr. H  have been working in The Company , Syria branch for the last 
3 years, prior to coming to Syria he was   living and studying in Sweden, where he obtained  
his university degree from Stockholm University. As the reasons for setting up, competitors 
and customers and  choice of employees were discussed above the challenges, opportunities 
and personal experience were discussed with Mr. H 
 

5.2.3.8 Challenges, opportunities and personal experience  
 
Being part of a Swedish company and being used to working according to the “Swedish way” 
adjusting to the difference that are part of any new market were challenging . Although of 
Syrian origin, Mr. H experienced differences  related to working mentalities. By that Mr. H 
points out the lack of business awareness and the responsibility that this involves.  
 
An issue that have to be dealt with regularly is the increasing of responsibility and initiative 
taking in order to accurately inform about the organisational culture within The Company. 
Another issue that is a challenge concerns having contacts within the Syrian markets. 
Contacts are very essential as having well established networks with prominent individuals 
within the market will make business run smother. The more prominent the contact the 
smoother the business process.  
 
Mr. H is very positive for the future as there is a will to increase the business awareness 
within the market. This situation is further strengthened as many young Syrians are part of 
non-governmental and non-profit organisations that aim to help the entrepreneurial spirit in 
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young Syrians. One of them, which Mr. H is also part of is Junior Chamber International 
(JCI).  
 
As a member of such an organisation JCI, various projects are managed, organised and lead 
by the members themselves. As for funding , JCI depends on sponsorships from various 
companies that want to encourage the business spirit for the future generations. This 
encouragement has been very positive and motivating for JCI members and many young 
Syrians.  
 
His personal experience has been a positive challenge that he is very happy to have 
experienced. He has adjusted well and as for the employees within the organisation there is a 
change in their working mentality as responsibility is an issue that has been worked on and 
established. There are changes within the market, although the pace needs to be speeded up  
then again nothing happens over night. Labour laws and regulations have to become more 
transparent and clear in order to encourage investors to invest and make them feel protected 
by the law.  

5.2.4 Computer Systems Company 
 
The interview was conducted with the general manger (GM) of an IT system developer 
company. After conducting business in the American and the Gulf market it was decided to 
enter the Syrian market. Due to the request of the general manager the company is to remain 
anonymous. 
 
 
5.2.4.1 Reasons for Setting up, the Customers and the Challenges 

 
Before entering the Syrian market the owners and managers of the company contacted 
consultants to conducts research on the Syrian market, in addition to that they met with 
various business men to ask about their opinion about the Syrian market. The answer they got 
was not exactly what they personally experienced, as in the GM’s opinion many of the 
businessmen gave a “beautified” picture of reality, to encourage them. He even mentioned 
that during the interviews we might encounter the same problem with a beautified picture of 
reality. 
 
According to the GM the Syrian market is not only an emerging market but also a “special” 
case and one of the hardest markets the company have operated in. Having the experience the 
management of the company has, it was believed that the difficulties would not be too vast 
when entering the Syrian market especially that the owners are of Syrian origin. They 
believed that the combination of business experience, the research they had conducted about 
the market and being Syrians would help them have greater understanding of how the people 
worked and business operated, although they were aware that every market is different but 
this was not the reality they faced when investing in Syria, it was a “special” case. They did 
not receive any encouragement or incentives from the government; on the contrary they faced 
difficulties, due to the existing corruption. As a result things are mainly achieved if they have 
good contacts with “effective” people or if they pay an amount that is equivalent to the 
service being done, although such payments should not be done as it is actually bribery. Being 
a company that has an anti-corruption and bribery principal, they faced and still are facing 
difficulties to get things running “smoothly”. For that they are still working on getting their 
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license for operation, and have been working on it for six months, whereas it took them 3 
weeks to obtain it in Dubai; United Arab Emirates. There is a “network” of people that have 
to be given the “lubricants” in order to get things done. But things are changing, according to 
the GM, and there are attempts from the government to try minimize and eventually stop the 
corruption. 
 
 
5.2.4.2 Potentials of the Syrian market 

 
What was so attractive with the Syrian market was its potential, its geographical location and 
the changes that are about to take place, and it is for these reasons that the company opened an 
affiliate in Syria. The GM expects that the changes that are about to occur will open up the 
market and the opportunities will be expansive. Being in the market and getting better 
knowledge and understandings of the demands, resources and “dynamics”, the management’s 
plan is to be on the waves of change with an established market position and share. With the 
coming changes of the Syrian market and its shifting to a more open market, the GM hopes it 
will be more competitive, as at the current situation competition depends on the contacts the 
owners and/or managers have with the “right influential” people that have a say. The better 
contacts the company has with such people the more competitive it will be as things will be 
run more efficient and smoothly. 
 
Concerning Investment law No 10, if it was beneficiary or helpful, the GM stated that 
although the law is there to encourage investors and ease the investments process, laws are 
not followed, meaning that although the laws does state how various procedures are to be 
carried out, they are not, as a result of the existing corruption. To able to attain procedures 
smoothly bribes/gift/lubricants have to be “donated”. Thus the law is there but it is not 
followed and fulfilled without a price. An important point that should be taken notice to, 
according to the GM, is that although there is corruption not every employee or official is 
corrupt, there is a new awareness with the change that is fighting corruption and the obstacles 
it causes. Furthermore the GM mentioned that in cases where they (the employees of the 
company) have refused or showed discontent in cases where ”gifts” were involved, the 
reactions were positive and things were carried out without the use of “lubricants”. Though, 
other times the lack of “lubricants” meant greater obstacles.  
 
5.2.4.3 The Employees 

 
With regards to employees, they have started out with Syrians for various reasons: to 
contribute positively to society by employing people, natives have better understanding for 
how business is run in their home country and the cost of employing native Syrians is lower 
than employing foreigners from abroad with regards to insurances and all costs involved. But 
the company has employed foreigners in both US and Gulf market and will do so in Syria 
eventually but further down the road, when the business starts running more efficiently. 
 
Although they faced great difficulties that are part of entering a new and emerging market, the 
GM is positive to all the existing potential and the advantages related with low costs. Having 
purchased the real estate of the offices, the fixed costs involved with the offices in form of 
rent are almost zero, with exception to electricity. In addition to the potentials, and low costs, 
good contacts are efficient and beneficial if a business is to be run smoothly in Syria. Aside 
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from the challenges they faced, the GM and management team does not regret investing in 
Syria, on the contrary they are very hopeful and positive.  
 
 

5.2.4.4 Personal Experience 

 
Although the GM’s personal description of the market was “tough market” that needs contacts, 
understanding of laws and at times a know-how of getting around them and also a need of a 
positive perspective. 
 
 

5.2.5 Internationally renowned Service Company  
 
This interview was conducted with the manager in charge of a world wide renowned service 
firm. Upon his request the name of the firm and himself are to remain anonymous. 
 
 

5.2.5.1 Reasons for setting up 

 
The combination of the branch manager's has similar experience in other emerging markets 
and the strategic goals of the Firm, was one of the reasons that encouraged him to be the one 
to take the step of establishing the Syrian branch. According to the Manager in charge, Syria 
being an emerging market that is moving from a closed economy to a more open one has 
encouraged both domestic and foreign investors and companies to set up, all of which are 
potential customers for the Firm. Thus the decision to being a player within the field of 
service in the Syrian markets was essential, as it was important to be in place before the 
customers. 
 
 

5.2.5.2 Setting up, the competitors and customers 

 
Being member and representative of a global firm helped tremendously when entering and 
setting up in the Syrian market for various reasons: 
 

1. The Firm’s history of operating in various markets has strengthened its business and 
operational strategies and its know how’s.  

  
2. Its size and available capital, the managerial skills and their tacit knowledge. 

 
3. A well integrated internal communication system, that keeps all members of the 

organisation within the Middle Easter and North African region up to date and well 
informed  of the latest happenings and events and eventual decisions that are taken. 

 
Moreover, the Manager in charge is a strong believer that his previous experience from 
similar markets helped and prepared him a lot when entering the Syrian market and 
establishing the branch on a personal and managerial level. 
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The Firm’s high quality, excellent reputation and customer care on a global standard helped to 
establish a good and wide customer base in Syria. Their customers vary from oil and gas 
companies to banks, but their standard of service is always the same, providing the best.  
 
Their main competitors, another globally renowned firm in the same field of business, has 
been operating in the Syrian market for more than 10 years, while the interviewed firm has 
been there for the last five (5) years. This is not seen as anything else but positive by the 
manager in charge as they already are in the 2nd place in the market and are continuously on 
the move to be in the first place. 
 
 

5.2.5.3 The Challenges 

 
An important aspect that has to be given attention and which is considered a challenge is the 
exposure strategy .The Manager means that choosing the degree to which the Firm should 
appear in the media is to be thought of with great consideration, as this factor might have an 
affect on the customers confidence in and trust. As he put it, some customers might dislike the 
fact that the Firm in which they are customers receives wide media attention while others 
might dislike the opposite, thus it is a critical point that is paid special attention. Other 
challenges that has faced the Firm, is the lack of business awareness. The Manager defined 
business awareness as people’s understanding of time value and their respect to time. Time is 
not so important; an hour delay is not so unusual. Another factor that is contributing to lack of 
business awareness is:  
 

• the fact that the Syrian community is a closed community, that is suspicious and 
reluctant to work with foreigners 

• there is a degree of gender racism , the Syrian community is a masculine society that 
supports the traditional male and marginal female roles in society.  

 
Issues that according to the Manager should be minimal in a market with high business 
awareness and openness. The lack of social responsibility is also present in the Syrian market, 
a factor that is to an extent delaying the move forward toward an open business society. 
During the five years of operation, the Firm has worked and is working on spreading business 
awareness. According to the Manager spreading awareness is a shared responsibility that 
should be sought to be achieved, furthermore he emphasised the importance of actively 
seeking to spread business ethics and social responsibility. 
 
 

5.2.5.4 Potentials of the Syrian market 

 
The amount of cash circulating in the economy is a positive issue, and to be able to have a 
share of that cash, is a lucrative matter, that attracts many investors. Another potential that 
was appealing with the Syrian market to the founder is as he stated it: 
 
 “It is a virgin land and one can do whatever one wants (as long as it is ethical and legal). By 
comparing what other emerged market have and what the Syrian market lacks, you can 
always fill the gap and do it in Syria.”     
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This is very lucrative according to him, as it opens up opportunities for willing investors. The 
market has not yet reached saturation; it is far behind from that, thus the business potential 
and possibilities are immense. To be even more lucrative, there should be, according to him, 
less state monopoly, the existing laws and regulations should be adjusted. Although 
Investment Law No 10 has been issued, it has not helped them at all. The aim of Law No 10 
was privatization, meaning that private individuals could start investing, but the Manager 
would rather see that public owned organisations are run by private companies instead of the 
public sector.     
 

 

5.2.5.5 The employees 

 
With regards to employees’ nationalities, it is a mix, to reflect the Firm’s multinational 
locations, but being in the Syrian market, the Manager wishes to employ individuals of Syrian 
labour force. While setting up, the recruitment process consisted of looking through 
applications of Syrian graduated from Syria and Lebanon to encourage Syrian students. 
Although being of Arabic origin, the Manager stated that a non-Arab could be in his place; as 
a firm they are part of a global business environment. But he does mention that being from the 
same culture does to an extent ease in understanding the “cultural” way of doing business and 
minimizes misunderstandings that might arise. Although the misunderstandings might be 
minimal they will accumulate in the long run and cause problem.  
 

 

5.2.5.6 The personal experience 

 
Concerning his personal experience in the Syrian market, the Manager, stated that it is a tough 
market. It is a market where the individual and his/her achievements counts more than the 
group’s shared achievements. Furthermore it is a market with great potentials but the lack of 
business awareness slows down the process of a creating an active business society. Another 
issue that is slowing down the process is the fact that Syria is considered politically unstable 
as a result of the tensions in the area, with the Syrian- Lebanese tension, the Syrian-Israeli 
conflict concerning the Golan Heights and the US embargo on Syria. Discussing his views on 
business relationship and contacts, the founder admits that contacts are important in the 
Syrian market, as knowing the right people do help. It is a fact that is inevitable; contacts have 
to be established to ease matters. But being part of such a global firm, he did not face any 
corruption related problems; on the contrary a firm of that size is not in need of submitting to 
existing corruption in his opinion. In addition to that, it is a corner stone of the Firm’s policies 
to refuse and counteract corruption. He is very positive of the coming future and does predict 
a bright future but a slow one to reach.  

 

5.2.6 The Bank 
 
The interview was conducted with the general manager of The Bank Mr. D.  
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The Bank is the result of a joint venture between two banks and the Bank's leading 
shareholder is a prominent Syrian family who already have other business interests in Syria. 
The i family left Syria in 1966 to Kingdom of Saudi Arabia. Banque Saudi Fransi (BSF) is an 
affiliate of an internationally renowned French bank, which has a 31 percent stake in The 
Bank. The Bank will own 22 percent and BSF the remaining 27 percent that foreign banks are 
permitted to own according to the banking law in Syria. 
 
 

5.2.6.1 Reasons for Setting up 

 
The Bank was already operating in Lebanon since 1994, Syria’s neighbouring country from 
west. The bank’s management had had experience in similar markets, and the fact that the 
“entry ticket” into the Syrian market was not large encouraged The Bank to open its branches 
in Syria. The owners and management saw new opportunities of growth as there was a lack of 
investments in the market. They were the first privately owned bank to open in Syria, since 
the 1960’s and have now ten branches spread through out the country.  
 

5.2.6.2 Setting up, the Competitors and Customers 

 
Regarding the setting up, Mr. D stated that they relied on aggressive strategy of 
implementation and direct operations. The speed of which the bank gained customers was a 
surprise for the management, as not a lot of promotion was required to market the bank’s 
opening. Within two years of operation the bank has 50 000 customers, and it is increasing on 
a daily basis. Thus the bank awareness was huge, according to Mr. D as the only required 
issue was setting up the bank’s sign board and customers came. 
The reason for this “rush” is in Mr. D opinion, people’s dissatisfaction with the poor service 
standard at the Commercial Bank of Syria.  
Being the first bank to open and having the experience and back up of an internationally 
renowned bank, The Bank’s customer base is wide; it  ranges from and consists  of major 
international companies to regular individuals that were attracted to the ease in which 
business issue are made and dealt with in the bank throughout all its branches.  
Two issues were on their side, according to Mr. D, when setting up and attaining a big 
customer base: 
 

1. The US sanctions on Syria. Companies in Syria that want to do transactions to the US 
can go via The Bank due to its international affiliate, a reason why it is lucrative for 
such customers. 

 
2. The assassination of Prime Minister Rafiq Hariri, and the tensions that has resulted 

between Syria and Lebanon, has caused many Syrians to move their wealth and 
deposits from Lebanese banks to Syria. The Bank operating in Lebanon already made 
the transfer of money easier as it involved moving money from one branch to another.   

 
Regarding competitors, there are not many and Mr. D does not see the Syrian market as a 
competitive market. In his opinion it is not competitive as there still is room for everybody, 
and people usually keep their money at home or outside the country. Individuals should be 
informed more about the secrecy of banking in order to gain trust in the banks at their home 
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market and deposit their wealth there. None the less the bank’s management is always 
improving their services in order to add customer value and in turn gain customers.  
 
The Bank wants to improve management of deposits as the demand for deposits is very high. 
The interest rate on deposits is 7-9%, a rate set by the Central Bank. At the moment the bank 
has 60% of it deposits in foreign currency while 30% in Syrian pound, but prior to this it was 
the opposite. The bank has worked on changing this as a result of the high interest rate that 
has to be paid when the currency is in Syrian pounds.   
 

 
5.2.6.3 The Challenges  

 
Due to the high demand coming from customers, the bank is constantly trying to answer the 
customers’ demands. The bank is facing a challenge with creating the capacity that 
corresponds to the increasing customer base. Although it is a positive fact for the bank to have 
greater customer base, it is an issue that has to be given special attention in order not to lose 
those interested customers. 
 
Another challenge in Mr. D’s opinion was managerial related issues. As in the beginning of 
the joint venture the bank was run more like a family bank, there was no clear structure of 
who does what, there was lack of professionalism, a situation that was very frustrating. This 
was overcome as a clear structure and organisational culture was set and operations became 
more professional.  
 
At the beginning, there were even internal challenges in the form of lack of discipline. 
Employees thought that after a while of working in a certain division, a transfer to another 
section should be granted. Not all employees were interested in “climbing the ladder”, but this 
was worked on and employees were made aware that things have to be done step by step. 
 
The lack of knowledge in banking is an issue that should be worked on in Mr. D’s opinion. 
There should be more young people and the political conflicts within the governmental banks 
should continue to decrease. There is already an attempt to change the current situation 
towards a more open system and towards transparency within the banks. 
 
Opportunities to invest should be more, as currently there is lack of encouragement for young 
entrepreneurs in addition to lack of opportunities for the creation of new banks. It is a very 
bureaucratic and time consuming process to get governmental related issues done. A 
frustrating situation whenever experienced. 
 
A general challenge that Mr. D believes faces many foreign companies, is the lack of 
provision of opportunities to invest easily in the market. The bureaucracy and existing 
corruption discourages companies even more.  
 

 

5.2.6.4 Potentials of the Syrian market 

 
The Syrian market has great potential, as it is a market that has much space and opportunities 
for investments. The human capital is very eager and willing to learn, a big plus according to 
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Mr. D. It is a country where people are willing to work, and it has a young population, 
meaning a big labour force (labour force being from age 16-65). A labour force that is willing 
to achieve good results is a very lucrative capital. Another advantage of the Syrian market is 
the low costs and prices of good quality products, a very beneficial issue for investors looking 
for good quality raw materials. Furthermore, Mr. D sees that the country has a good structure, 
maybe as a result of the communist influence from former USSR or even the French, as Syria 
was a French mandate. Even the existing level of technology is very good, in relation to the 
situation of the Syrian market. Mr. D sees a similarity with the Syrian market at present time 
and the Turkish market 20 years ago.  
 
Most importantly and the biggest potential is the shift from being a closed economy to an 
open market economy. The changes that are taking place as a result of the will to open up, is a 
lucrative situation for international firms that want to be more competitive by gaining shares 
in emerging markets. Consequently there exist lots of business opportunities and investments 
to be done. 
 
To be able to attract international foreign investors, Mr. D mentioned that the existing 
corruption, bureaucracy within the administration and the pyramid shaped business structures 
should be changed. Corruption is an essential issue to tackle, as according to him it 
discourages many international firms of operating in Syria. The pyramid structure and 
bureaucracy within the governmental organisations cause delays and as a result governmental 
employees and officials can not take decisions without referring to a person of higher status 
within the hierarchy. If Syria wants to be part of the global business environment, Mr. D 
believes that the “global rule” should be applied. The “global rule” is according to the general 
manager Mr. D a global understanding and agreement of how business is conducted, due to 
the widespread of globalisation; a common “business language” has been created.  
 

 

5.2.6.5 The Employees 

 
A personal philosophy that Mr. D lives by is that if he is working in a certain country, it is 
essential that he interacts on a daily basis with its natives, in order to understand them and 
gain better knowledge of the country, culture and mentality and most importantly to like the 
country. 95% of the employees at the bank are Syrian citizens, while 11 employees are non-
Syrian. 
 

• Two French (including the G.M Mr. D) 
• Two Jordanians 
• Seven Lebanese  
 

Furthermore, being the GM of a bank that is operating in Syria, it is natural for him to 
encourage Syrian individuals to become bank employees, taking into consideration that it is a 
Lebanese bank. 
 
What was surprising to Mr. D is that 80 % (eighty) of applications sent to the bank were from 
female applicants and only 20 % were from men. This situation is the result of two things 
according to him: 
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1. Because of military, men are obliged to either serve the military or leave the country 
to work outside until have gathered the required amount to pay in order to be excused 
from military service. The military service lasts two years.  

2. Men think that work means private business therefore they are less encouraged to 
apply for employment within organisations or banks. 

 
By giving good salary, motivation increases and in the long run employees get attached to the 
work. The discipline is an issue that had to be worked on in order to set a professional 
organisational culture that reflected the values, goals and aims of the bank. 
 

5.2.6.6 The Personal Experience & Recommendations 

 
The overall personal experience has been positive. Mr. D is very content as he was assigned 
the mission and responsibility of setting up the bank in Syria. Although a major responsibility, 
it has given him a lot. He enjoys the country, even though he wishes to see people integrating 
more with each other with regards to the various ethnic and religious groups in the country. 
 
To him there are many things to do within banking in Syria, as it is a new era for private 
banks in the market. There is a change and evolution that is taking place and he predicts a 
good future. What is also driving this change forward is the fact that many Syrian citizens, 
living abroad are coming back to develop businesses in Syria.  
 
Mr. D insists on the need for reforms in the labour and economical law, as there are grey areas 
within the laws. He even mentions the importance of having good connections that know the 
country well and how to do business; these contacts should preferably not be linked to the 
government. Furthermore it is very important to know the business contact very well and be 
careful with them as they might turn their back, a problematic situation. 
An increase of the middle class by the government and more encouragement in form of 
incentives to people who want to invest would be very beneficial to the economy. 
 
His best advice for investors, both foreign and domestic, is to bring or produce locally 
international brands in the Syrian market. This he believes would bring the know-how of 
foreign international companies to the Syrian market and improve the reputation of Syrian 
label by taking it to international standards. Having well established contacts and relations 
with individuals that know the country well eases the operating process in the market.  
 

5.2.7 Syrian Group 2 
 
The interview was conducted with Mr. M, the General Manager of Syrian Group2. 

 
5.2.7.1 Reasons for setting up; Company background  

 
Syrian Group2 is a company based in Damascus, originally founded in Syria with the aim of 
manufacturing, registering and distributing pharmaceutical & cosmetic products. The main 
three companies that originally formed Syrian Group 2 are Axon Pharma, Massoud Pharma, 
and Massoud Scientific office. The three of them are involved in pharmaceuticals & cosmetics, 
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but they plan to broaden their business in other areas. Syrian Group2 does under license of 
international pharmaceutical companies produce: tablets, capsules, dry syrup, aerosol and 
liquid syrup. In 2004, Syrian Group 2 was created after leaving the pharmaceutical company 
named Massoud Bahri & Co (MBC), created in 1990. Mr. I, the president has been in the 
field of pharmaceutical industry since 1975. 
 

5.2.7.2 Setting up, the Competitors and Customers 

 
The aim of Syrian Group 2 is to move to branded products and leave generics, in addition to 
start manufacturing, importing, distributing pharmaceutical products and work with scientific 
promotion. 
Syrian Group 2 are the licensee of the Danish pharmaceutical company Nova Nordisk. The 
aim of the Danish company is to increase its market share and the Syrian Group 2 having the 
experience within the field corresponded to the requirement of the Nova Nordisk.164 
Syrian Group 2 is also the licensee of another Danish pharmaceutical company, LEO.165  
Their competitors are other pharmaceutical companies but the Group have a strong market 
position that they are continuously working on in order to keep. As for their customers, the 
government insulin institute purchases eighty (80) %, other customers are hospitals, 
pharmacies and distributors.   
 
 

5.2.7.3 The Challenges  

 
Investment law No 10 has helped the Group with its investment in order to reach their target, 
but it is the bureaucracy within the governments that is delaying the efficient and causing late 
operations of the pharmaceutical factories. Corruption is also a problem that is delaying and 
hindering things from running smoothly according to Mr. M.  
The business awareness is very weak and has to be increased. Another issue that is a 
challenge according to Mr. M is the government’s budget for insulin purchase, as the 
government purchase insulin in accordance with the set budget and not with the market 
demand. Thus people with insulin problems have to wait before they get their medication. 
This is an issue that the Group is working on to change, by having license of Nova Nordisk, 
they want to increase the amounts of insulin available in the Syrian market. 
 
The motivations taking place (driving force behind the change in the market) are only 
theoretical according to Mr. M as in practice it does not work so efficient.  
 

5.2.7.4 Potentials of the Syrian market 

 
The Syrian market with regards to production of medication, 85% is manufactured 
domestically while 15 % is imported. This means that the potential to produce domestically is 
good, but more awareness is needed.  

                                                 
164 www.novonordisk.com  
165 www.leo-pharma.com  
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5.2.7.5 The Employees  

 
As it is a Syrian company, established in Syria, the employees are Syrian citizens, both 
females and males, but the company does work under license of foreign companies.  
 

5.2.7.6 The Personal Experience & Recommendations 

 
Mr. M expressed himself with regards to the setting up of businesses as slow moving process, 
mainly due to bureaucracy and corruption. His opinion of an effective tool regarding business 
strategy is to keep low profile especially with strategic moves related issues. Contacts and 
relations are extremely important, as they do help companies overcome possible “obstacles”. 
Being of the young generation of entrepreneurs in Syria, he is actively working on spreading 
awareness in various fields of their business, he believes awareness is a cornerstone in 
attaining good ethical business conduct that is beneficial to the economy and individuals. 
 
Further more being patient and flexible are two important “characteristics” that are helpful 
when operating in the Syrian market. Patience is required as bureaucracy is very high, which 
delays the decision making process and issuing of them. Flexibility is also helpful as things do 
not always turn out as planned, thus “plan B” and even “C” are good to have. Because 
according to him even if something is logical to a 100% it doesn’t mean that it is perceived as 
logical by various officials and decision-makers, thus patience does help here. 
 
Mr. M believes that a radical change in the judicial and exchange systems would be very 
influential in the opening up of the Syrian market. Finally he is very positive for the future 
and expects to see more foreign companies investing in Syria. 

  

5.2.8 Syrian Law Firm 
 
The interview  was conducted with Mr. S, Lawyer at Syrian Law Firm.  
The interview touched upon the subjects of Mr. S’s view on the Syrian market, reasons for the 
increased investments in the region, difficulties of market , the potentials and the required 
changes. The law firm was established in Syria in 1958 and has broad experience advising on 
international projects in both the private and public sector. In the latter area, Mr. S is rated 
for his significant position advising the Syrian government. In 2005, Mr. S was appointed 
under the frame work arrangement contract with the ISFM to advice the Syrian Government, 
namely the  State Planning Commission and the Ministry of Economy on the implementation 
of the Euro-Syrian Association Agreement. The Syrian Law Firm has sound  experience in 
various aspects  in the local and international laws. 
  
 

5.2.8.1 Setting up, the Competitors, Customers and Potentials of the market 

 
According to  Mr. S, the Syrian market is a “ virgin market” that has not been fully exploited. 
Leading to the presence of plenty of investments and business opportunities within the market 
and the various sectors of the market. 
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Due to its strategic geographic location, climate ,the presence of the four seasons within the 
year and over 200 archaeological sites , Syria would benefit immensely by the growth of its 
tourism sector, a growth that has started to take place. At preset, there are a great number of 
real estate investments within the market- niched with tourist projects. 
 
Having foreign companies as clients, Mr. S states that in principle the common strategy for 
investing and operating in the Syrian market is “hit and run” strategy. By that is meant, that 
investors place their money short term, take the revenue and leave or place it in other projects. 
However, with the more stabilized laws and regulations, all investors are changing their views 
towards more structured and well established businesses.  
 
Furthermore the trend of increased investments in the region depends on two factors: 
 

1. The boom in oil prices, has increased the income from oil. Meaning more money 
circulating in the region thus more possibilities to invest. 

2. The aftermath of September 11 and the change of US policy toward Arabic 
investments in the American market, which has resulted in  Gulf and Arab investors to 
reinvest their capital in the local economy and various markets of the Middle East 
region. 

 
Thus Mr. S predicts a positive future, and is very optimistic with regards to the employment, 
business and investments opportunities in the market. The market is becoming more 
competitive than it used to be. Investment Law No 10, issued in 1991, aims at promoting the 
investment climate in Syria. The biggest problem with the Law No 10, according to Mr. S is 
foreign exchange, as the part of the law dealing with foreign exchange has to be worked on.  
 
Another issue that if changed would be beneficial is the justice system. As Mr. S is a lawyer, 
his experience of the  system is a system that is not perfect and needs to become more clear 
and transparent in order to further promote  the investment climate. Nonetheless he expects 
and predicts a positive future for the Syrian business situation , investment climate and market. 
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6. Analysis 
 
In this chapter we analyse our empirical findings by comparing them to the information 
presented in the theoretical framework. The structure of the analysis will be based on the 
structure of the primary sources in the empirical findings. 
 

6.1 Analysis of Reasons for Setting up in Syria 
 
Common responses from all companies interviewed with regards to reasons for setting up in 
Syria were the immense potentials within the market. Being an emerging market166, Syria is in 
a transition phase; that is moving from a closed to a more open free market economy. 167 This 
fact has led to Syria being referred to as “ a virgin market” for  two reasons: Firstly, a closed 
economy with the majority of its organisations being state-run will as a result of economic 
reforms be in need of private  and non governmental organisations to fill the gap that is 
required to help the economy move further on in its transitional process. Secondly by  
initiating reforms the Syrian government is aiming at providing a stronger, more reliable  and 
responsible economic performance level, although such reforms do take a great deal of  time 
to be complete , especially a government with a closed market economy. Thus the will to 
strengthen Syria’s economy will lead to the creation of many opportunities for investors. 
Another factor contributing to Syria being referred to as a “virgin market” is the result of lack 
of competition and immense source of resources within the market.  
 
Reforms includes; issuing new laws that aim at easing the investment climate. Governments 
of emerging markets strive to encourage investors by improving the country’s business and 
investment climate through providing incentives and encouragements in various forms.168 
Although the aim of these incentives and encouragements is to promote the business activities 
in the market, it has been concluded through various research conducted with executives of 
multinational enterprises that such incentives do not affect their choice of entry into a market. 
The same situation was experienced with the respondents as the majority of them did not 
benefit from Investment Law No 10, which was issued by the Syrian government with the aim 
of improving the business climate. Nonetheless the respondents’ choice for entering the 
Syrian market was not as a result of the law but rather due to the existing potentials within the 
market.  
 
Nonetheless, changes in existing laws and issuing of new laws such as Investment Law No 10 
has to some extent had a certain degree of influence on the easing up of the initiation process 
for companies setting up and investing in Syria. 169 The change in the Syrian banking laws has 
provided possibilities for the opening of private banks in Syria for the first time in forty years,  
at the moment there are six private banks operating in Syria.170 
 
Another issue affecting the choice for entering Syria is the “entry ticket “ which is relatively 
low, making entrance extremely lucrative for investors. Such encouragements are to be 

                                                 
166 Chapter 4, p.25 
167 ibid 
168 Chapter 4, p. 29 
169 Chapter 3 , p.17 
170 http://www.ameinfo.com/23846.html, Syria Report  
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considered as the Syrian governments will to be an ally to investors as  it is offering better 
investment infrastructure, easier market access, more financial privileges, greater institutional 
support and a great deal of tax reductions through its economic reform and encouragements.171    
 
Considered to belong to a politically tense and unstable region, did not discourage the 
respondents from choosing Syria, partly because of their experience in similar markets and 
partly because of the internal stability of the Syrian market. Having gained experiential 
knowledge from operating in emerging markets, the respondents were aware of the general 
required procedures to start a business 172 and the possible risks. Furthermore this instability 
factor can to some extent be regarded as a benefit for the investor, when seen from the 
perspective that by entering a market which is considered risky173, the reward will be greater, 
as more risk implies more reward. Thus emerging market investments have become a 
standard practice among investors aiming to diversify their portfolio while adding risk.174 
 
 

6.2 Analysis of Setting up, the Competitors and Customers in Syria 
 
Emerging markets are the world’s fastest growing economies contributing to a great deal of 
the world’s explosive growth of trade175 thus offering immense sources of potentials and 
resources. To be able to get a greater share in such markets, more reward and control, 
companies with experience of operations in similar markets, tend to establish foreign direct 
investments as Greenfield. Although such investments mean more risk, the respondents were 
willing to take it as it provided them with better control and knowledge about the market in 
addition to being present in the market and creating awareness about the company. When 
deciding on setting up in an new market and according to the Uppsala Model of 
internationalisation, the respondents’ knowledge about the market played an important role as 
it lead to the creation of market commitment which in turn affected the decisions regarding 
commitment of resources to the Syrian market and the way the current activities are 
performed.176  
 
By setting up in the form of wholly subsidiaries, the companies are guarantying full market 
knowledge, as they are operating in the Syrian market. The companies’ presence will enable 
them to access experiential knowledge that can only be gained through personal experience. 
This knowledge will in turn, according to the Uppsala model of internationalisation allow the 
managers to make more efficient decisions.  
 
Another characteristic of emerging markets is the lack of a totally free market economy, 
causing markets to lack the competitive edge. Although any other player within the same 
industry is considered a competitor, there is a big lack of competitiveness within the Syrian 
market.  Still every company that operates within the same industry as the respondents’ 
company is considered a competitor, but the degree of ranking varies as not all Syrian 
business sectors are well developed. Furthermore not all competitors are considered a great 
threat due to the fact that some competitors  do not have the same capacity, resources and 

                                                 
171 Chapter 4, p.29 
172 Chapter 4, p.23 
173 Chapter 4, p 32 
174 Chapter 4, p.25 & http://www.investopedia.com/articles/03/073003.asp 
175 Chapter 4, p.26 
176 Chapter 4, p.22 
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services as the companies interviewed. To all of the interviewed companies, the customers 
vary from regular citizens to governmental institutions and international organisations. 

 

6.3 Analysis of the Challenges of the Syrian market 
 
Corruption, bureaucracy and the need of social contacts were the three main and common 
obstacles and challenges faced by all respondents upon entering, establishing and operating in 
Syria. This is considered a big minus for the Syrian market, as not all investors especially 
foreign are willing to put up with such ruining behaviour. These issues create frustration and 
require a great amount of patience. Corruption has to be controlled and abolished as it hinders 
the possibility for an efficient and productive growth of the business and investment climate. 
In their effort to create a market economy and to ensure sustainable development, emerging 
markets still face big challenges that are a result of fundamental problems associated with 
their traditional economic and political systems. 177 
 
According to Mr. S a common strategy used by foreign investors is “hit and run” strategy. 
This strategy is used in areas where risks are considered high and the political and economical 
situation are regarded as unstable. As a result, investors are not willing to invest in long-term 
projects but rather prefer short-term investments, thereby insuring to a certain degree that 
their investments will not be lost as a result of unexpected political or economical events. 
After the initial investment project is accomplished new investments of the same character are 
carried out. Although short-term investments are no guarantee they are a way to safe guard 
investments against uncertain events.  
 
Other issues faced by the respondents in the Syrian market, was the lack of business 
awareness, ethics and social responsibility. The situation of being an earlier closed economy 
with the state controlling the majority of business activities, corruption and lack of 
competition, many individuals are unaware of how efficient business is run. Bureaucracy is a 
dominant factor that has affected the business climate in Syria. Being a closed economy, leads 
to lack of the speed with which business operates in a free market economy. People of 
emerging markets are careful when dealing with foreign investors, as many might question 
the investors purpose of operations. Thus foreign investors especially from different national 
cultures have to take into consideration and deal with the fact that the citizens of the host 
country are against the idea of foreigners owning parts of their economy. 
 
As a result of economical reforms, the emerging market of Syria still lacks the efficiency of 
operating as a free market. The existing labour law was also a challenge as the respondents 
perceived it as unclear with many grey areas. Many of the respondents talked about a needed 
change in the judiciary system .Such inefficient judiciary systems and un-clear laws are  the 
result of weak and politicised public administration and uneven capacity of law enforcement 
and judiciary system.178 According to the Uppsala Internationalisation model and the network 
theory social contacts and networking are a pre-requirement for a successful 
internationalisation process. The importance and need of contacts in Syria was confirmed by 
all respondents. A difficult situation might arise when the line between corruption and social 
contact intersect as the result is devastating for the business.  

                                                 
177 Chapter 4, p.27 
178 Chapter 4, p.35 
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6.4 Analysis of the Potentials of the Syrian market 
 
Emerging markets function as regional economic powerhouses, creating potentials to its 
surrounding region. The opportunities for companies that succeed in establishing in an 
emerging market are vast,179 which many of our respondents confirm. The potentials of the 
Syrian market provide great opportunities for investments with the presence of a large share 
of human capital. The population is young and eager to be integrated in the new era of 
international business conducted in Syria.180 
 
The emerging markets also create great potentials within their region due to the rise of the 
positive economic climate they spur into its surrounding.181 Although, the financial risks are 
immense within the regions of emerging markets, for example a decrease of one market risks 
affecting its surrounding region negatively. The emerging markets further on contribute to a 
great deal of the world's explosive growth of trade182, as they are fast growing economies.183  
 
One factor that is considered as a potential as well as a hindrance for the development of 
companies entering the Syrian market, is the country’s complicated and bureaucratic 
system.184 The bureaucracy creates many hurdles for foreign companies, at the same time as it 
offers the companies succeeding in entering Syria, a rather low competition with opportunities 
of attaining large market shares, opinions brought up by several of our interviewees.185  
 
The manager of the Syrian branch of a renowned world wide Service Company declare the 
Syrian market as not yet in reach of its saturation; it is far behind from that, thus he sees the 
business potential and possibilities as immense.186 The Syrian government’s try to encourage 
private individuals to start investing in Syria, by launching Investment Law No 10, has 
according to the manager of the Service Company, not helped at all. He would rather see a 
shift towards privatisation of companies that are at the moment public, to stimulate the Syrian 
economy.187  
 
The geographical situation of Syria is also brought up by many of our respondents as being 
very lucrative. The tourism sector can enjoy the possibilities of four seasons throughout the 
year; there is the sea, mountains and land, which create a wide range of tourist locations.188 
 

                                                 
179 Chapter 4, p.26. 
180 Chapter 5, p.40. 
181 Chapter 4, p.26. 
182 ibid 
183 Chapter 5, p.42 
184 Chapter 5, p.43. 
185 Manager at automation technology company. 
186 Chapter 5, p.47. 
187 Chapter 5, p.47. 
188 Chapter 5, p.55. 
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6.5 Analysis of the choice of Employees and Personal Experiences 
 
Many of the MNE’s interviewed witness of a want to contribute positively to the Syrian 
society when establishing in the country by employing natives. 189 , and in turn bringing 
international knowledge and know how to the local market. Furthermore by employing 
natives MNE’s are improving the living standard in the market, due to the creation of new job 
opportunities and the wages paid are higher than those paid by domestic firms. This situation 
has lead to domestic firms being encouraged to pay more compatible wages. That is also a 
factor of success since the knowledge about cultural aspect regarding language and business 
climate, procedures and habits is greater with Syrians than with foreigners, which Hofstede 
claims in  his research.190 One manager in charge of a renowned world wide Service Company 
puts it: “The misunderstandings caused by different cultural backgrounds might be minimal, 
but they will accumulate in the long run and cause problem.” 
 
The employment of natives would also mean lower costs compared to employment of 
foreigners, with regards to insurances and other expenses that the company then would face.191 
 
The market of Syria is according to most of our respondents described as being very tough 
due to the lack of business awareness, the bureaucracy, the masculine hard climate with high 
pressure and focus on individual achievements192, factors confirmed by Hofstede193. Another 
issue brought up during the interviews is the fact that Syria is considered to be located in a 
politically unstable area as a result of the tensions in the area, with the Syrian-Lebanese 
tension, the Syrian-Israeli conflict concerning the Golan Heights and the US embargo on 
Syria194.  
 
Discussing the view on business relationship and contacts in Syria, the respondents admit that 
having the right contacts is a factor of importance in the Syrian market. It is even a fact seen 
as inevitable; contacts have to be established to ease matters. 195 Although the linkage to 
bribery is also a common type of corruption in Syria, the managers interviewed with their 
personal and company name published denied the existence of such corruption.196 Statements 
that should be considered with scepticism, since many researchers claim that the corruption in 
Syria actually is high.197 
 
Mr. D (GM of The Bank) confirms the issue brought up by Researcher 1 at Centre of Middle 
East studies at Gothenburg University198, of the importance of knowing ones business contacts 
very well and be careful so that they do not turn their back in the middle of the process of 
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signing an agreement.199  A problematic and quite common situation for foreigners doing 
business in the Middle East, due to cultural differences and misunderstandings.200 

 

7. Conclusion 
 
This chapter discussed the conclusions we have come to after an analysis of the theoretical 
framework and empirical findings. 

 

7.1 The Positive Aspects of Operating in the Emerging market of Syria 
 
One of the many positive aspect of operating in the  emerging market of Syria are the 
immense efforts of the Syrian government to improve business and investment climate. 
Measures such as Investment law No 10 and new banking laws have been issued with the 
purpose to move Syria further on in the transitional process of becoming a free market 
economy and part of the global economy. 
 
Such incentives although they have not helped, do in the longer run affect the ease with which 
companies can enter and create a dialogue between the government and interested investors, 
in order to achieve a mutual understanding and positive business climate that aims at 
achieving the goals of both parties involved.  
 
As it’s a market that is described as a “virgin market” it has not been fully explored and is far 
behind from saturation, thus the chances of attaining large market shares are immense, 
especially as there is a lack of competition due to the complicated process of entering the 
newly opened Syrian market. The lack of investments in the market has resulted in a great 
deal of free capital circulating in the economy which stimulates consumption and therefore 
the development of the economy. 
 
Another aspect with Syria that is considered lucrative is its geographical location, as it is 
considered to be a link between west and east and even Asia. The variety in topography , such 
as the Mediterranean sea in the west, desert in the east and mountains in the south west 
bordering Lebanon and the positive aspects of enjoying the four seasons of the year, offers 
great possibilities for future investments in the field of tourism, a process that has already 
started.   
 
Being a country of religious diversity, Syria has a great deal of tolerance and understanding 
for the different religious and cultural aspects that might affect social behaviour. Conditions 
that do to a certain extent minimize misunderstandings for global corporations entering the 
market. Nonetheless, internationalisation of companies always imply a certain degree of 
complications and misunderstandings associated with lack of full knowledge about the 
embedded aspects of a foreign culture. Thus, having an intermediary as a link to mediate the 
ideas and wishes of both parties involved is beneficial, in a manner that takes into 
consideration the differences present, as he/she minimizes the risks for any possible 
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misunderstanding. Besides having an intermediary, good personal relationships with 
prominent individuals in the society, eases the process of operating and establishing new 
businesses in Syria, as trust is an important matter. When setting up in Syria, contacts with the 
Chamber of Commerce, Embassies and the Syrian-European Business Centre, are helpful. 
 
Another positive aspect of operating in the emerging market of Syria is its great source of 
unexplored potentials, which implies great opportunities for investors. Furthermore the 
existence of a young population means a large workforce, which is eager to participate in the 
development process thereby constituting efficient human capital for the companies operating. 
Costs of employing native Syrians is lower than employing expatriates from the home country 
of the investors, as the same time the company is contributing positively to the Syrian 
economy and society. 
 
Furthermore, the country has a good structure, maybe as a result of the communist influence 
from former USSR or even the French, as Syria was a French mandate. Even the existing 
level of technology is very good, in relation to the situation of the Syrian market. 
 
Further on, the presence of NGO’s is contributing positively to the business climate by 
offering opportunities for young Syrians to dare to take initiative and thereby strengthening 
their  “entrepreneurial spirit”. The projects and seminars arranged by the NGO Junior 
Chamber International aim at increasing the level of business awareness and ethics in addition 
to social responsibility. In the long run this will inevitably cause greater awareness of the 
mentioned above with Syria’s future generations. 
 
There still are a great deal of obstacles needed to be overcome in order to be a free market 
economy, changes does not happen over night. If they did, it would be devastating for the 
economy as the risks accompanied by a possible backlash would be disastrous.    
 
 

7.2 The Negative Aspects of Operating in the Emerging market of Syria 
 
The Syrian government’s effort to create a market economy and to ensure a sustainable 
development, the country is facing big challenges coming from fundamental problems 
associated with their bureaucratic economic and political systems. As being a market 
economy requires the re-definition of the government’s role in the development process and 
to reduce its undue intervention. Another serious problem that Syria has to confront is 
controlling corruption, which distorts the business environment and impedes the development 
process. An even more challenging task for the Syrian government is to undertake structural 
reforms with their financial, legal and political system, so as to guarantee a disciplined and 
stable economy that is relatively free of political disturbances and interference. 
 
The fact that Syria shows a high score in the uncertainty avoidance index leads to the question 
of whether the government’s attempts to open the Syrian market will succeed, due to the 
values which are deeply embedded in the national culture and are not easily affected by new 
western business values, a bi-product of the global business integration. The strength in which 
certain values are manifested affects the degree of complication that might arise in an 
uncertain situation. The earlier supervision conducted by the government that is to a certain 
extent still ongoing goes hand in hand with the high score in the uncertainty avoidance index. 
We ask ourselves: How willing is the government to let go and how would the society and 
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business mentality embrace such radical changes? Examples of such a case is represented at 
the BEMO Bank interview, where the management’s attempts to convince their customers of 
the bank’s secrecy law (which implies that the government no longer has interference with the 
private bank) have been tedious, as people are still suspicious to the possibility of such 
changes.  
 
The pyramid structure and bureaucracy within the governmental organisations cause delays 
and as a result governmental employees and officials can not take decisions without referring 
to a person of higher status within the hierarchy. If Syria wants to be part of the global 
business environment, the “global rule” should be applied. The “global rule” is a global 
understanding and agreement of how business is conducted, due to the widespread of 
globalisation; a common “business language” has come to exist. 
 
Another difficulty that is in need of working on is the laws lack of transparency, as there are 
many grey areas within the laws, especially the labour law. This lack of transparency leads to 
confusion and uncertainty that hurt business and investment climate, as investors are not 
always fully aware of all regulations within the law due to the grey areas and not due to their 
ignorance or lack of knowledge.  
 
As a result of having been a closed economy, the level of business awareness is low and 
almost non-existent. This has been problematic for the respondents, as they are 
representatives of free market economies with high business awareness. The lack of business 
awareness is reflected in various issues such as; the price sensitivity of the market, the price of 
a product is generally valued higher than its quality .  
  
An important issue to take into consideration is the political risk, especially with regards to its 
tense relation to the US and the fact that US has demanded of its trade partners to stop trade 
with Syria. A fact that discourages many international firms of thinking of investing in the 
country, which several of our respondents witness of. Due to the Syria Accountability Act 
passed by the U.S. Congress in December 2003, the US has imposed economic sanctions on 
Syria because of Syria’s support for terrorism, continued occupation of Lebanon, pursuit of 
weapons of mass destruction and missile programs, and efforts to undermine stabilization and 
reconstruction in Iraq. Although Syria has cooperated with the US and others against al Qaeda 
and the Taliban. This fact has made the Syrian government work harder on establishing 
bilateral and multilateral relations with countries in the region, the European Union and some 
countries in Asia such as China to strengthen its political and economical presence in the 
global market economy. 
 
Syria’s tense relation with Lebanon, its border with Iraq and its on going conflict with Israel, 
due to the Israeli occupation of the Golan Heights, increase the macro risks accompanied by 
being situated in a politically unstable region.  
 
 

7.3 Recommendations for Operating in the Emerging Market of Syria 
 
For the aim of the thesis to be fully achieved we will be presenting our personal 
recommendations for operating in Syria which implies our sincere attempt to give an as 
objective picture as possible after conducting our study and attaining relevant information 
from the field of research. 
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From our personal experience of living in the west these are the major facts  presented by 
western media about  the Arab world:  
 

• Arab countries are  rich countries due to extensive availability of petrol and gas 
especially in the Gulf countries, as Dubai in United Arab Emirates, Saudi 
Arabia, natural gases of Qatar,  

• Islam and the ongoing debate about the national , regional and international 
influence of this relatively misunderstood religion  

• the ongoing Palestinian-Israeli conflict   
• the unauthorized invasion201 and occupation of Iraq by American and British 

forces, 
• in addition to being considered a politically unstable region , a fact that is 

debatable if the situation  is to be applied to every country within the Arabic 
region. 

 
A nation’s political risk is an important factor when companies make a decision to do 
business with or in such a country. The political risk in a host country affects the degree to 
which foreign companies will do business in that country or not, it even affects the existences 
of companies and being part of the global business environment, MNC have to take into 
consideration these dimensions in the various markets they are about to enter. 
 
We thereby recommend the following for companies interested in entering and operating in 
Syria. 

 
• The Arab countries are in general an excellent place to do business. They are all 

developing into modern nation states and are seeking modern technology; most have 
the financial ability to pay for quality services and they are all very receptive to doing 
business with foreign based companies. 

 
• The young population constitute a large and eager labour force which is an immense 

resource for companies wishing to operate in Syria. The employment of native Syrians 
imply less costs for foreign companies . 

 
• The presence of religious and culture diversity, help minimise misunderstanding and 

thereby help in the integration of foreign companies in the Syrian market.  
 
• Patience and flexibility are helpful tools to deal with the strong presence of 

bureaucracy   when operating in Syria. 
 

• Scepticism of the government and its efforts to attract foreign companies to Syria is 
needed as the real situation can at times be “beautified”. 

 
• Social contacts and networking are a pre-requirement for a successful 

internationalisation process. The importance and need of contacts in Syria was 
confirmed by all respondents. A difficult situation might arise when the line between 
corruption and social contact intersect as the result is devastating for the business. 

                                                 
201 the invasion was not authorized by UN  
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Thus special attention should be paid to, in order not to miss the boundary that 
separates social contacts from corruption. 

 
To summarise it all, Syria as a market has great potential, and the expected future is very 
positive, but the presence of corruption and bureaucracy is causing the market to loose its 
attractiveness. Contacts are beneficial to have ,especially with prominent people in the Syrian 
society. To “smooth” the business process “lubricants” are to be used, such as gift, but great 
attention has to be paid in order for these “lubricant” not to cross the line and become bribes. 
Furthermore, when doing business, with contacts, emphasise on the use of legal and ethical 
business conduct, as such conduct will save the business. Therefore if it is required to provide 
“lubricant” do it on a basis that the business procedure is legal, this will be long-lasting 
especially in a market that is still in the transition phase of emergence.  
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• Doctoral student, Institution for Oriental languages; Middle east and North African 
studies, Stockholm University, interview conducted via email, 060509.  
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9. Appendix 

 

9.1 Interview questionnaires 
 
 
Interview questionnaire for the managers of the companies in Syria  
 
Starting up 

• Define what emerging market is and tell them what is your opinion of Syria as a market. 
• How was the expansion initiated in Syria? Reasons for choosing Syria. Why did You 

choose Syria? What are/were the lucrative potentials you saw? 
• Who was involved in the initiation process? Who helped you as a company? (The use of 

contact networks, the government or other.) Mention the contact and cultures of the orient 
that are more dependable on contact when doing business. 

• What phase was your company upon expanding? What is it now? 

 

Method of entry, establishment and challenges 

• Did you go for a subsidiary direct or depended primarily on exporting or subsidiary to test 
market and obtain better knowledge? 

• Did the Investment Law No 10 encourage you in any way? If so how?-taking into 
consideration that it is almost “neglected” or “cancelled” 

• Did the government provide any incentives? If so how? 
• Were they effective? How did you experience these incentives? It is debated that these 

incentives are inefficient, and to an extent have reverse effect of intended- what is your 
view on that? 

• What did You find the most challenging with setting up in what is known to be an 
emerging market? 

• Unfortunately according to The Economist Intelligence Unit  Syria is considered as very 
risky and unstable-What is Your view and Where there any factors/challenges that you 
experienced as a risk if so how?  

• What strategy did You use to over come challenges that might arise? Are these strategies 
different than used in an already emerged market? If so in what way? 

• Who are Your main customers? Competitors? How do you deal with both of them? Which 
strategies do you consider as most suitable when dealing with marketing and competitors 
gaining market shares? 

• It is said “Business is made between people not between companies”-what is your 
opinion about that with regards to globalisation and its consequences and implication that 
involves different cultures doing business? As the national culture of the host country 
differs to some extent than the national culture of home country and company - how has 
this affected the working climates and perception to responsibility sharing/delegation?  

• The employees –are they natives or expatriates? Why is the choice as it is? 
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• Do you feel that your company has contributed to the host society? If so how? 
•  What where your market position in relation to competitors-with regards to market entry? 
• What do you do or what is required in order to ensure that the contract remains as it was in 

the beginning?  

 
Managers’ opinions 

• What do You believe as a manager are the most essential/successful and competitive   
strategy tools? 
• What do you think in your opinion could have been better in the market as encouragement 
for investors? 
• Finally how would you like to summaries you experience in the Syria market-and what 
would you recommend for other foreign investors? 

 
 
 
Interview questionnaire for the Swedish experts on the Syrian market 
 

• Define what emerging market is and tell them what is your opinion of Syria as a market. 
• How was the expansion initiated in Syria? Reasons for choosing Syria. Why did You 

choose Syria? What are/were the lucrative potentials you saw? 
• It is said “Business is made between people not between companies”-what is your 

opinion about that with regards to globalisation and its consequences and implication that 
involves different cultures doing business? As the national culture of the host country 
differs to some extent than the national culture of home country and company - how has 
this affected the working climates and perception to responsibility sharing/delegation?  

• Who was involved in the initiation process? Who helped you as a company? (The use of 
contact networks, the government or other, and mention the contact and cultures of the 
orient that are more dependable on contact when doing business.) 

• What do You see is the major risk for Swedish companies when establishing in Syria? 
• What strategy would You recommend companies to use when entering the market of Syria, 

regarding the cultural and political differences that are between the countries?  

• Would You consider political contacts to be a must to be able to successfully enter the        
Syrian market? Are other types of diplomatic bounds between the countries essential for 
foreign companies when entering the market of Syria?  

• Did the government provide any incentives? If so how? 
• Would You consider the reasons for foreign companies to establish successfully in Syria 

as being built on good relationships between individuals, more than between the countries 
(like Sweden – Syria) in general, is the factor of trust within personal relationships of 
great importance? 

• Unfortunately according to The Economist Intelligence Unit  Syria is considered as very 
risky and unstable-What is Your view and Where there any factors/challenges that you 
experienced as a risk if so how?  
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