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ABSTRACT 
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Master of Science Thesis 

Tampere University 

Master’s Degree Program in Industrial Engineering and Management 

Examiners: prof. Saku Mäkinen and D.Sc. (Tech.) Johanna Kirjavainen 

May 2021 
 

The energy sector faces strong pressure to decarbonise. To meet the targets, the industry is 
moving towards decentralisation and digitalisation. Furthermore, the actions are bounded by the 
institutional environment since the energy system can be seen as a highly institutionalised sys-
tem. Incumbents in the sector must renew their strategies and one way for the renewal is corpo-
rate restructuring. In Finland, municipally-owned energy companies have a long history of being 
local energy suppliers. In this thesis, the motives behind the recent restructuring of Finnish mu-
nicipal energy companies is examined. Moreover, the link between restructuring, transition forces 
in the industry, and institutional pressures is investigated. The institutional and sensemaking the-
ories are utilised to build a framework for the empirical part.  

To meet the research objectives of exploring the reasoning and sensemaking of strategic re-
structuring in companies, a qualitative survey was conducted. The data was gathered through 
semi-structured interviews with 11 interviewees. The interviewees were part of top management 
in municipal energy companies which had done corporate restructuring in recent years. The re-
structuring types that were analysed comprised mergers and acquisitions, divestitures, joint ven-
tures, strategic alliances, and privatisation. The research was done for the case company, which 
is a global business advisor in the energy sector.  

The results show that motives for restructuring arise from cost- and revenue-based synergies, 
as can be expected based on the restructuring literature. Nevertheless, restructuring can be seen 
to respond to the revised strategies of the companies. The recognised strategies of the compa-
nies were both higher focus on the core businesses and diversification to new businesses. Overall 
the strategies and business portfolios of municipal energy companies can be seen to diverge. 
The need for strategic renewal arises from the changing environment. Need to decarbonise arises 
from the coercive pressure the national legislation, European Union, and customers put on com-
panies. To finance the investments in decarbonising energy production, companies face cost 
pressure, which has led to divesting unprofitable businesses and growing existing businesses 
through acquisitions to realise economies of scale. Digitalisation enables both increasing effi-
ciency in operations and developing new digital solutions. Revenue-based synergies are seen to 
be crucial in product development which has contributed to forming joint ventures in electricity 
retail and strategic alliances in development activities.  

This study contributes to the research by providing new insights into how incumbents make 
sense of the changing industry and its “rules of the game”. On a managerial level, the study can 
help to recognise the most important drivers the municipal energy companies face. Furthermore, 
it can inspire to seek different restructuring possibilities and assessing their suitability in terms of 
different strategic goals.  
 

Keywords: municipal energy company, corporate restructuring, energy transition, 
sensemaking, institutional theory 
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Energiasektorilla on voimakas paine vähähiilisyyttä kohti. Hiilettömyystavoitteiden saavutta-
miseksi energia-ala on siirtymässä hajautetumpaan ja digitalisoitumpaan energiajärjestelmään. 
Lisäksi institutionaalinen ympäristö rajoittaa toimia, sillä energiajärjestelmää voidaan pitää erittäin 
institutionalisoituneena. Alan vakiintuneiden toimijoiden on uusittava strategioitaan, ja yksi keino 
uudistamiseen on uudelleenjärjestelyt. Suomessa kuntien omistamilla energiayhtiöillä on pitkä 
historia paikallisina energiatoimittajina. Tässä diplomityössä tarkastellaan suomalaisten kunnal-
listen energiayhtiöiden viimeaikaisten uudelleenjärjestelyjen motiiveja. Lisäksi tutkitaan uudel-
leenjärjestelyjen, muutosvoimien, ja institutionaalisten paineiden yhteyttä. Institutionaalista teo-
riaa ja Sense-Making-teoriaa käytetään rakentamaan teoreettinen viitekehys työn empiiriselle 
osuudelle. 

Laadullinen kyselyä hyödynnettiin tutkimuksen tavoitteiden saavuttamiseksi eli yritysten stra-
tegisten rakenneuudistusten perustelujen tutkimiseksi. Tutkimusaineisto kerättiin 11 haastatelta-
van teemahaastatteluilla. Haastateltavat kuuluivat ylimpään johtoon kunnallisissa energiayhti-
öissä, jotka olivat tehneet uudelleenjärjestelyjä viime vuosina. Analysoitaviin uudelleenjärjestely-
tyyppeihin kuuluivat fuusiot ja yrityskaupat, divestoinnit, yhteisyritykset, strategiset liittoumat ja 
yksityistäminen. Tutkimus tehtiin case yritykselle, joka on maailmanlaajuinen liiketoiminta-asian-
tuntija energiasektorilla.  

Tulokset osoittavat, että uudelleenjärjestelyn motiivit liittyvät kustannus- ja tuloperusteisiin sy-
nergioihin, kuten aiemman kirjallisuuden perusteella voitiin odottaa. Uudelleenjärjestelyjen voi-
daan kuitenkin nähdä vastaavan yritysten uudistettuihin strategioihin. Tunnistetut strategiat olivat 
sekä keskittyminen ydinliiketoimintoihin sekä diversifikaatio uusiin liiketoimintoihin. Yleisesti ot-
taen kunnallisten energiayhtiöiden strategioiden ja liiketoimintojen voidaan nähdä eroavan toisis-
taan kasvavissa määrin. Strategisen uudistamisen tarve syntyy muuttuvasta ympäristöstä. Hii-
lestä luopumisen tarve kumpuaa kansallisen lainsäädännöstä, Euroopan Unionista ja asiakkai-
den vaatimuksista. Energiatuotannon muuntaminen hiilettömäksi aiheuttaa kustannuspaineita, 
mikä on johtanut kannattamattomien liiketoimien myymiseen ja olemassa olevien liiketoimien kas-
vattamiseen yritysostojen avulla mittakaavaetujen saavuttamiseksi. Digitalisaatio puolestaan 
mahdollistaa sekä toiminnan tehostamisen että uusien digitaalisien ratkaisujen kehittämisen. Tu-
loperusteiset synergiat katsotaan olevan tärkeitä tuotekehityksessä, joka on osaltaan johtanut 
yhteisyritysten muodostamiseen sähköin vähittäismyynnissä sekä strategisiin liittoumiin kehitys-
toiminnassa.  

Tämä diplomityö edistää tutkimusta tarjoamalla uusia näkemyksiä siitä, miten vakiintuneet toi-
mijat näkevät toimialan sekä sen ”pelisääntöjen” muutoksen. Yritysjohdolle puolestaan saa näke-
myksiä merkittävimmistä muutosvoimista, joita kunnalliset energiayhtiöt kohtaavat. Lisäksi tutki-
mus voi toimia inspiraation lähteenä erilaisten uudelleenjärjestelyvaihtoehtojen tunnistamisessa 
sekä arvioimaan niiden soveltuvuutta suhteessa eri strategisiin tavoitteisiin.  

 
Avainsanat: kunnallinen energiayhtiö, yritysjärjestelyt, energiamurros, Sense-Making, 

institutionaalinen teoria 
 
Tämän julkaisun alkuperäisyys on tarkastettu Turnitin OriginalityCheck –ohjelmalla. 
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1. INTRODUCTION 

1.1 Background 

Energy transition - decarbonisation, decentralisation and digitalisation - is shaping the 

future scheme of the energy sector globally. While the energy transition intensifies, have 

Finnish energy companies made restructuring on a broad scale. We have witnessed 

many corporate transactions and privatisations taking place during the last years. This 

study attempts to shed a light on how the recent restructuring of municipally-owned cor-

porations and the energy transition is connected.  

Utility services, for example, energy and water, provide social, environmental, and eco-

nomic welfare for regions. Energy infrastructure including electricity and heating are 

among the most important infrastructures and are a prerequisite for modern urban func-

tioning, as energy is critical for multiple aspects of modern society such as production, 

services, infrastructure, public health, politics, and individual-level needs (Monstadt, 

2007). Because of the importance of energy for local well-being, one can understand 

why the municipalities oftentimes have ownership over local energy companies. In Fin-

land, municipal energy companies are vital actors in the whole energy sector, as energy 

business is significantly owned by a municipal or another local actor (Viljainen et al., 

2011). 

In this thesis, the focus is on Finnish municipally-owned energy companies that are lim-

ited companies by their company forms. The municipal assigns the board members of 

municipally owned companies. The city administration has judicial, executive, and legis-

lative power over the company (Mühlemeier, 2018). In some cases, municipal politics 

may have an impact on business, for example even on the pricing of local district heating 

(DH) (Biggar and Söderberg, 2020). Moreover, the general public can directly or indi-

rectly influence the utility, for example via referendum or local election. The change to a 

liberalised market-based regime in public corporate governance requires keeping the old 

competencies of meeting public expectations while developing competence and devel-

oping new business models to answer the market forces (Mühlemeier, 2018). The city 

as an owner has expectations on the profitability of the utility. The energy companies are 

an important source of financing the municipal services, as the dividends paid are tax-

exempt profit for the municipality (Viljainen et al., 2011). Therefore, municipal energy 
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companies are in a special place as they have to fulfil expectations about supporting 

local well-being but also to maintain profitability as a limited company. 

The energy transition (i.e. energy transformation) itself is driven by global megatrends. 

According to Nillesen and Pollitt (2016), these megatrends are technological break-

throughs, climate change and resource scarcity, a shift in global economic power and 

rapid urbanisations. Technological advancements enable the transition, for instance, re-

newable energy technologies and digitalisation of the power system. In Finland, urbani-

sation is foreseen to continue. In 2040, one-third of the population is predicted to live in 

the great Helsinki area. Moreover, the population is expected to increase in only three 

mainland provinces during the period 2018-2040. (MDI, 2019) Altogether, these mega-

trends disrupt the energy sector via changing customer behaviour, competition, new pro-

duction service model, new distribution channels and regulation (Nillesen and Pollitt, 

2016). The decentralisation with small-scale local renewable production with enhanced 

supply security has still not broken through in Finland due to the somewhat out of date 

energy regime. However, once the legislation is in place, like in Germany or Denmark, 

the transition is ought to advance. (Kainiemi, Eloneva and Levänen, 2019) Digitalisation 

provides new technologies such as blockchain and the Internet of Things and they can 

be utilised when creating energy service offerings (Paiho and Saastamoinen, 2018). 

Municipal energy companies have their role to play in fighting against climate change. In 

Finland, the decarbonisation of the energy sector manifests itself in the government’s 

targets of renewable energy consumption, 50 % of total consumption by 2030 and 100 

% by 2050 (Haukkala, 2018). Carbon neutrality is forced at the national level, as Finland 

aims to be carbon neutral by 2035, as stated in the Climate Change Act (Ministry of 

Environment, 2021). This is particularly relevant in the energy sector, as 80 % of the 

greenhouse gas emissions in Finland come from energy production and consumption 

when the energy used in transport included (Ministry of Employment and the Economy 

Energy, 2014). The ratification of the Paris Agreement in 2016 by the European Union 

(EU) (European Comission, 2021) has made its member states, including Finland, take 

action to mitigate emissions. Furthermore, further directives are to be expected to 

achieve European Green Deal: Current Renewable Energy Directive and Energy Effi-

ciency Directives are under the assessment (European Commission, 2020) which may 

lead to tightened directives. These national and EU sanctions will put the energy com-

panies under the pressure. Moreover, the majority of Finnish municipalities have even 

more ambitious targets than the government (Deloitte, 2018). 

How do smaller municipal energy companies’ make sense of the transition? Whereas 

energy transition is a hot topic in academia of many fields, the link to the small-scale 
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local energy business has not been widely discovered. Frei et al. (2018) study the busi-

ness portfolio evolution of the world’s largest electric utility and find that utilities have 

been proactive in their decarbonisation efforts whereas they are more inactive in explor-

ing decentralisation and system integration in their business models. Brinker and Satch-

well (2020) study the decentralisation efforts of municipal energy companies in the 

United Kingdom, United States, and Germany. Heiskanen et al. (2018) research two 

Finnish incumbent energy companies’ responses to the energy transition in the last two 

decades. Their focus is especially in collaboration of the incumbents with new challeng-

ers as a mean to break the existing energy coalition.  

Studying in the restructuring in the energy sector has focused on cross-border mergers 

and acquisitions (Criscuolo et al., 2014; Galperina and Klen, 2017), the political strategy 

of merging firms (Holburn and Vanden Bergh, 2014), synergy effects (e.g. Fraunhoffer 

and Schiereck, 2012), and driving forces of global mergers and acquisition 

(Andriuškevičius and Štreimikienė, 2021). In the Nordics, Magnusson (2016) studies 

ownership changes in the Swedish DH market post-liberalisation and finds a transfor-

mation of ownership from municipalities to more diverse ownership structures. Overall, 

the number of mergers and acquisitions is increasing globally in the energy industry 

(Galperina and Klen, 2017) and deal values are growing (Andriuškevičius and 

Štreimikienė, 2021). To the author’s knowledge, restructuring as means to respond to 

energy transition by municipal energy companies has not yet been researched. Further-

more, the topic has not been discovered in the Finnish energy sector. This thesis aims 

to fill these recognised research gaps.  

The specific nature of municipal energy companies is discussed to some extent in re-

search. The study of Paiho and Saastamoinen (2018) found that the developing DH busi-

ness has slowed down due to the municipal ownership policy of energy companies in 

Finland. Some research is done regarding the effect of the energy transition on municipal 

energy companies in Central Europe as well. Moss et al. (2015) discuss the ownership 

structures in German regional entities, and Mühlemeier (2018) views the phenomenon 

in Switzerland and Germany from public corporate governance and network industries 

theory perspective.  

Energy transition has been studied from the institutional theory perspective (e.g. Moss, 

Becker and Naumann, 2015; Andrews-Speed, 2016). Governments are seen to be the 

key in shaping the nature and pace of the transition, as it is from a technology perspective 

costly and hence do not benefit short-term private interests (Andrews-Speed, 2016). 

Moss et al. (2015) research the national Energiewende (i.e. German energy transition) 



4 
 
 

 

and its applications to region-level players’ actions. They discover that powerful munici-

pal actors, such as larger utilities, are resistant to institutional change while less powerful 

actors, such as citizens and new utilities again are gaining power in leading the transition. 

(Moss, Becker and Naumann, 2015) Furthermore, Brinker and Satchwell (2020) find that 

local institutional context explains many variances in business models the municipal en-

ergy companies choose to pursue. Apajalahti et al. (2015) find that conflicting institutional 

demands make it challenging for energy companies in Finland to transition to energy-

saving providers. Thus, the institutional theory is included in the theoretical background. 

In addition to institutional theory, the theory about sensemaking and restructuring are 

exploited to construct a theoretical framework for the empirical part.  

1.2 Research questions and objectives 

The objective of this thesis is to gain a new perspective when it comes to studying energy 

transition and the responses of incumbent public energy companies. The focus is on the 

intersection of the energy transition and municipal energy companies’ restructuring, in 

particular, how municipal energy companies make sense of the signals from their envi-

ronment. The research problem is supported by three research questions.  

First, the recent restructuring within the Finnish municipal energy companies is re-

searched. Specifically, the motives behind the observed industry-wide restructuring are 

explored. The first research question goes as follows: 

- RQ1: What are the motives behind the restructuring of Finnish municipal en-

ergy companies? 

Second, the pressure of energy transition shapes the legal environment and both gov-

ernmental and municipal mandates that shape the playground on which municipal en-

ergy companies play. To discover how the municipal energy companies make sense of 

the changes in this playground, the second research question is: 

- RQ2: What are the driving forces affecting the municipal energy business? 

Third, the relationship between external pressures and the companies’ restructuring ac-

tivities are considered. To investigate how these two are related, the third research ques-

tion asks: 

- RQ3: How are the recognised driving forces and companies’ restructuring 

connected? 
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The scope of the study is bounded in terms of geography, company characteristics, and 

time frame. The geographical area is Finland where the national legislation is homoge-

neous. The companies discussed are (or were) municipally owned small- and medium-

sized companies. The time frame of the restructurings taken into account starts in 2015 

and spans until very recently.  

This thesis contributes both to research and practice. On the research level, this research 

adds to the understanding of how grassroots actors make sense of the energy transition. 

On the practical level, it offers important aspects of the industry and surrounding institu-

tional change to take into account in company strategy formulation.  

The case company is a global advisor in the energy industry among a few other indus-

tries. The results of this thesis are intended to support the company’s understanding of 

challenges the municipal energy companies are facing in this era, and therefore to further 

develop the offerings to this specific group of customers.  

1.3 Structure 

The first chapter introduces the research background, objectives, research questions, 

and structure. Chapter 2 presents the theoretical background in four subchapters that 

allow the structuring of a theoretical framework that is used in the latter empirical part. 

The second chapter starts with introducing institutional theory, and how it is related to 

energy transition studies. Second, it discusses the sensemaking theory. Third, the re-

structuring alternatives and their motives are briefly introduced. Finally, the fourth sub-

chapter synthesises the theory and formulates a theoretical framework.  

In the third chapter, the methodological choices and the sample are presented. Chapter 

4 reveals the results from the empirical study and discusses them in the light of the the-

oretical background. The final chapter 5 concludes the results, managerial implications, 

the limitations of the research, and suggestions for future research directions.  
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2. THEORETICAL BACKGROUND  

To comprehend and analyse the restructuring in the Finnish energy sector, the theoreti-

cal background is discussed with the help of literature. First, the theory of institutional 

environment is discussed. Second, the sensemaking literature is discussed. Third, the 

overview of the relevant strategic restructuring methods is discussed. Last, the literature 

is synthesised, and a theoretical framework for empirical results is constructed. 

2.1 Institutional environment and institutional change 

Institutional theories attempt to provide a view of organisations as a target of normative 

pressures and the process of organisations pursuing legitimacy in their institutional en-

vironment through isomorphic processes. (Zucker, 1987) An institutional approach to or-

ganisation emphasises the necessity of organisational legitimacy (Grewal and 

Dharwadkar, 2002). Institutionalism can help to describe the nature of “social facts” and 

their innovation, legitimation and diffusion, let the social fact be a government or a hear-

ing device (Jennings and Greenwood, 2003). Institutions are the formal and informal 

rules but also the organisations that embody these rules (Andrews-Speed, 2016). 

The institutional theory can be approached from two different views: environment as in-

stitution and organisation as institution. Environment as institution leans to rationalisation 

power generated by the state and other larger systems, which leads to an organisation 

copying these system-wide social facts. The organisation as institution sees the organi-

sation as a generator of new institutional elements inside the organisation by imitating 

other organisations leading to stability of the organisation. (Zucker, 1987) Hence, an or-

ganisation is a creator of new institutions within different institutions. The institution itself 

is defined to “comprise regulative, normative, and cultural-cognitive elements that, to-

gether with associated activities and resources, provide stability and meaning to social 

life” (Scott, 2014). Institutionalisation on the other hand is a process where individuals 

adopt common social norms, taken for granted view of social reality, that is independent 

of personal views (Scott, 1987). 

Organisations compete for economic performance but also institutional legitimacy 

(Dimaggio and Powell, 1983). Legitimacy in institutional theory means conforming to so-

cietal expectations, i.e. what is seen as proper (Boxenbaum and Jonsson, 2017). Aspir-

ing for legitimacy, the organisations in the field are trying to change their organisation, 

but eventually, end up becoming more similar to each other. This paradox takes place 
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through three mechanisms in institutional isomorphic changes: coercive, mimetic, and 

normative, which arise from diffusion of structures, ideas, and common practice in the 

field (Dimaggio and Powell, 1983). Some literature suggests that diffusion would be a 

result of isomorphism, but this idea has recently been disproved (Boxenbaum and 

Jonsson, 2017). 

Coercive isomorphism refers to either formal or informal forces coming from other organ-

isations and cultural expectations in the society. For instance, government mandates, 

the legal environment, and the standards of its parent company have a coercive impact 

on the organisation. (Dimaggio and Powell, 1983) Also, customers and their demands 

are a notable source of coercive pressure on an organisation (Delmas and Toffel, 2004). 

Mimetic process, meaning imitation, may occur due to uncertainty. In the mimetic pro-

cess, the modelling company’s practices are being copied by the borrowing company. 

(Dimaggio and Powell, 1983) Hence, the competitors are a source of mimetic pressures 

(Delmas and Toffel, 2004). The diffusion of the practices may happen through employee 

transfer or by other organisations, such as consulting firms. (Dimaggio and Powell, 1983) 

Pressures in the industry are particularly strong when the industry is concentrated 

(Delmas and Toffel, 2004) where only a few players can foster a change within the in-

dustry.  

The normative process arises from what is in general seen as a proper course of action, 

what is morally right (Boxenbaum and Jonsson, 2017). Normative institutions include, for 

example, values, expectations, and norms (Geels, 2014). Professionalism is an im-

portant source of normative process within the industry: similar personnel flows and ca-

reer paths within the field are determined by career titles and other structural homogeni-

sation. (Dimaggio and Powell, 1983) Tolbert and Zucker (2012) highlight the influence of 

normative pressures on organisational level decision-making, due to the bounded ration-

ality of decision-makers. In the industry context, the normative regime determines what 

is appropriate behaviour inside the industry and signals the industry mission and place 

in the society to external stakeholders (Geels, 2014). The three isomorphic pressures 

and their sources are summarised in Table 1. 
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Table 1. Three isomorphic pressures on an organisation 

 

Organisations in the same field are essentially subject to the same institutional pres-

sures. Why are they still pursuing different strategies? Delmas and Toffel (2004) point 

out how different interpretations of institutional pressures lead to different practices within 

a set of organisations. These different interpretations are shaped by internal moderating 

factors such as competitive position and organisational structure. The moderating factors 

either diminish or fortify the influence on the organisation. (Delmas and Toffel, 2004) 

Similarly, Greenwood and Hinings (1996) discuss the importance of values, power de-

pendencies, interest and capacities of organisation in defining the organisational re-

sponse to institutional change.  

More recent literature on institutional theory has had the focus on institutional change 

and institutional entrepreneurship. This is a controversy to the older literature presented, 

where the institution is seen to provide stability and order. Institutional change occurs 

when disturbing ‘jolts’, either social, technological, or regulatory, destabilise the estab-

lished institutional setting and lead to a non-isomorphic process (Greenwood, Suddaby 

and Hinings, 2002). The reverse process is called deinstitutionalisation (Tolbert and 

Zucker, 2012).  

The deinstitutionalisation process refers to the deterioration of incumbent institutions 

(Scott, 2014, p. 166). Greenwood et al. (2002) see deinstitutionalisation as the first stage 

of the non-isomorphic process, which leads eventually to larger diffusion and deinstitu-

tionalisation, namely to new institution gaining cognitive legitimacy. Institutional entre-

preneurship has an important role in institutional change. Institutional entrepreneurs are 

part of the certain institutional arrangement and can change institutions or create new 

ones (Maguire, Hardy and Lawrence, 2004). Institutional entrepreneurship disturbs the 

Isomorphic pressure Elements 

Coercive Government mandates, legislation (Dimaggio and 

Powell, 1983), customer needs (Delmas and Toffel, 

2004) 

Mimetic Competitors (Delmas and Toffel, 2004), industry prac-

tises (Dimaggio and Powell, 1983) 

Normative Values, norms, expectations (Geels, 2014) 
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prevailing institutional consensus by bringing new ideas (Greenwood, Suddaby and 

Hinings, 2002). 

Another focus of more recent research has been the interaction between organisational 

change and institutional change (Greenwood and Hinings, 1996). To highlight the influ-

ence of actions taken by individual organisations and other actors on institutionalism, the 

term institutional work ought to be introduced. Institutional work refers to the physical or 

mental effort actors make to create, maintain, disrupt, and change institutions (Lawrence, 

Suddaby and Leca, 2011). The actors are individual or collective entities and have cer-

tain identities and interest in a certain institutional context (Hwang and Colyvas, 2011). 

These actors can be professionals that utilise their expertise and legitimacy to challenge 

the binding order (Lawrence, Leca and Zilber, 2013). “Actors’ engagement with structure, 

through which they reproduce and transform structure” is called agency (Cardinale, 

2018). Actors are both drivers of institutional change as well as stabilising institutions 

(Hwang and Colyvas, 2011). Cardinale (2018) points out how actors act both reflectively 

and pre-reflectively – the institutional structure unconsciously orientates the actions to-

wards some direction.  

Energy transition and institutional theory 

Institutional theory can be applied to studying the change within the energy sector 

(Kucharski and Unesaki, 2018). The energy sector itself can be seen as a socio-technical 

regime comprising of institutions (Andrews-Speed, 2016) and actors (Kainiemi, 2020). 

The socio-technical regime includes prevalent policies, laws, markets regulations, but 

also beliefs, values, and cognition of various actors (Andrews-Speed, 2016). Mühlemeier 

(2018) sees the industry to be shaped by a particular industry regime encompassing 

institutions such as knowledge, mindsets, and regulations.    

Energy transition refers to a long-term change of energy system (Kainiemi, Eloneva and 

Levänen, 2019). The institutions are in a central role of the energy systems. First, the 

low-carbon energy transition is a socio-technical transition that has implication for gov-

erning institutions (Andrews-Speed, 2016). The energy transition stimulates an institu-

tional change (Moss, Becker and Naumann, 2015). Second, the institutions define how 

energy is produced and delivered in the energy system (Kainiemi, Eloneva and Levänen, 

2019). Indeed, the institutions must accelerate the pace of transition as time perceived 

to be available is limited and market dynamics are seen functioning inefficiently in this 

matter (Andrews-Speed, 2016). 

The institutional context determines prerequisites for the energy companies to promote 

low-carbon technologies, either enabling or hindering the development. For example, 
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government subsidies on renewable generation may favour larger-scale production 

units. Furthermore, when the institutional framework allows competition, for instance in 

electricity retail, it can make recovering up-front investments in low-carbon assets diffi-

cult. (Brinker and Satchwell, 2020) In energy transition, destabilising the existing institu-

tions can help to accelerate the transition by allowing new technologies to enter into the 

energy system (Kainiemi, 2020). Destabilisation means weakening the existing regime 

and removing obstacles of innovations challenging the status quo, e.g when it comes to 

renewable distributed energy innovations (Kainiemi, Eloneva and Levänen, 2019).  

The energy transition is fostered by both institutions and actors as Kainiemi (2020) ex-

presses it. Moss et al. (2015) highlight how the energy transition in Germany (i.e. Ener-

giewende) has not been catalysed by formal institutions, such as the federal government, 

but the local actors responsible for the implementation. Local actors make initiatives that 

shape the discourse of energy transition. Residents make energy cooperatives and local 

utilities are reinforcing their alliances. (Moss, Becker and Naumann, 2015) Another ex-

ample discussed is the energy transition in Japan, where an increasing number of differ-

ent institutions and actors are involved in the national energy transition, not merely the 

government policies (Kucharski and Unesaki, 2018). Kainiemi (2020) also highlights the 

importance of actors’ influence on the institutions with their strategic institutional work. 

Kainiemi builds a framework (Figure 1) for studying the interaction of actors and institu-

tions in the energy transition. Her study on technology deployment of CO2 mineralisation 

technologies and energy transition in Finland reveals how all actors must comply with 

the prevailing institutional environment, and how the structure constrains the number of 

possible actions they can take. However, the actors can influence the institutions by for 

example strategic work. Overall, the Finnish energy transition seems to be driven by 

actors of the private sector and new entrants rather than policy. (Kainiemi, 2020) A study 

by Spodniak and Viljainen (2012) reveals that there are gaps between formal rules and 

actual market practices in Finland when it comes to scaling up national wind power pro-

duction. Many institutional aspects make the growth of wind energy generation sluggish 

– industry structure, municipal and regional governance, and public acceptance 

(Spodniak and Viljainen, 2012).  
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To conclude, the institutional theory may be used to build the framework for energy tran-

sition, as regulative institutions shape the energy system. The stable energy system has 

had few destabilisation policies, and the changes that occurred have been actor-driven 

(Kainiemi, 2020) In Finland, for instance, the power has been in the hands of few cen-

tralised institutions “energy elite” as Ruostesaari (2010) describes it. Due to a stable 

institutional environment, the energy transition is likely to be incremental (Kainiemi, 

2020). Brown et al. (2013) study a case of a sustainable transition and conclude that a 

co-evolutionary process of forerunner agents creates new narratives that later bring new 

supporting institutional structures. It seems that destabilising by actors is needed for a 

rapid energy transition.  

2.2 Sensemaking in organisations 

Sensemaking theory provides a concept of how the companies understand the circum-

stances around them and how they act accordingly. Sensemaking eventually determines 

human behaviour (Weick, Sutcliffe and Obstfeld, 2005) and lies in the core of organising 

within the organisation (Weick, Sutcliffe and Obstfeld, 2005; Maitlis and Christianson, 

2014). Hence, it is a useful concept when studying strategic actions in organisations. 

Sensemaking is “the interplay of action and interpretation” where individuals engage on-

going circumstances from which they materialise meanings, i.e. bring an event into ex-

istence, with help of language (Weick, Sutcliffe and Obstfeld, 2005). Sensemaking is a 

process of dealing with the ambiguity of the surrounding world (Maitlis and Christianson, 

2014). Sensemaking starts with noticing important cues from the stream of events and 

bracketing them, this bracketing is shaped by an individual’s mental models. Sensemak-

ing is labelling interdependent events in a way that suggests a plausible act. (Weick, 

Sutcliffe and Obstfeld, 2005) According to Weick (2003), sensemaking theory suggests 

Figure 1. The interplay of institutions and actors in Finnish en-
ergy transition (Kainiemi, 2020) 
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that organisational events happen before humans become aware that there is a decision 

to be made. That constructs one view in the literature, namely, sensemaking being ret-

rospective to action (Weick, Sutcliffe and Obstfeld, 2005). Some researchers however 

see sensemaking future-oriented, i.e. planning strategic future actions (Kaplan and 

Orlikowski, 2013; Hahn et al., 2014).  

According to a meta-study of Sandberg and Tsoukas (2015) on sensemaking research, 

the sensemaking process can be named creation, interpretation, and enactment. Crea-

tion refers to looking for cues from the environment (Sandberg and Tsoukas, 2015). 

Sensemaking starts when an ambiguous event is confronted, and usually threatens 

taken-for-granted assumptions (Maitlis and Christianson, 2014). Enactment is a way of 

replacing uncertainty with meaning, and on the other hand, changing the environment. 

Enactment can be described as the “glue” between sensemaking and organising at-

tempts to reduce uncertainty. (Weick, 2003) However, in many studies creation and in-

terpretation are taken together, and denoted as interpretation or cognition (Sandberg 

and Tsoukas, 2015). Thomas et al. (1993) propose a simple sensemaking process in an 

organisation to be a sequence of scanning, interpretation, and action. This process is 

later used in this thesis due to its simplicity. Overall, sensemaking as a process links the 

organisations to their environment as these micro-mechanisms create macro-change 

over time (Weick, Sutcliffe and Obstfeld, 2005). 

When it comes to strategic action, the sensemaking process may help to formulate an 

adequate framework for this study. There is a correlation between sensemaking and firm 

performance (Thomas, Clark and Gioia, 1993). In other words, information usage prac-

tices make an impact on a firm’s overall success. The information usage practises can 

be discussed in each phase of the sensemaking process - scanning, interpretation, and 

action (Thomas, Clark and Gioia, 1993). Environmental scanning is done to support man-

agerial decision making about the future course of action (Choo, 2005). In the scanning 

phase information is gathered continuously from the environment either by focused 

search looking for specific information or by general browsing with no specific purpose 

(Hahn et al., 2014). In scanning research, there are four distinct modes of scanning: 

undirected viewing, conditioned viewing, informal search, and formal search. In particu-

lar, the information gathered from conditioned viewing is used in sensemaking. In condi-

tioned viewing the focus of viewing is to evaluate the impact of a specific event on the 

organisation and is normally done cost-effectively without extensive formal search prac-

tises. (Choo, 2005) One could conclude, that there are predefined topics that narrow 

down the scanning scope in the sensemaking process.  
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In the scanning process of sensing the environment, managers differ in terms of the 

focus of attention which leads to different organisational orientations in strategic renewal 

(Eggers and Kaplan, 2009). Scanning intensity of management is positively correlated 

with a corporate entrepreneurial intensity that refers to innovative and proactive, some-

times risk-taking behaviour of a firm (Barringer and Bluedorn, 1999). For instance, a CEO 

of an incumbent firm facing a new technology in their industry may put the attention either 

on old technology or on new technology, being the latter accelerates the firm’s entry into 

the new technology market (Eggers and Kaplan, 2009).  

The relevant events in the environment recognised by decision-makers are then inter-

preted. The interpretations compromise two dimensions: the urgency of taking the ac-

tions and feasibility of dealing with the issues (Dutton and Duncan, 1987). How urgent 

and feasible organisations see surrounding events comes down to the organisational 

characteristics. The greater the supply of resources of the organisation the less per-

ceived urgency but greater the perceived feasibility (Dutton and Duncan, 1987). A 

greater resource pool seems to create a sense of feasibility to respond to changes - it 

can create an illusion of invulnerability. Schneider (1997) points out how individual vari-

ables such as background, hierarchical level, and need, determine how the environment 

is interpreted as the environment is socially constructed by its nature rather than objec-

tive.  

Cognition is a fundamental part of sensemaking (e.g. Gioia and Chittipeddi, 1991; 

Thomas, Clark and Gioia, 1993; Weick, Sutcliffe and Obstfeld, 2005). Managers can be 

seen to view issues through cognitive frames, that link managers’ cognition and decision-

making (Hahn et al., 2014). Managerial cognition can be viewed as the focus of the 

CEO’s attention (Eggers and Kaplan, 2009), and their interpretations of information are 

based on antecedent and contextual factors (Thomas, Clark and Gioia, 1993). However, 

sensemaking is different from basic cognitive psychology since organisational identity 

construction determines what is enacted and interpreted, in addition to individual cogni-

tion (Weick, Sutcliffe and Obstfeld, 2005). Hahn et al. (2014) research different cognitive 

frames of managers on sustainability issues and the organisation-wide strategic implica-

tions of these frames. Sustainability being an ambiguous issue, managers’ cognition can 

take either paradoxical frame or business case frame. Managers with a business case 

frame focus on integrating business attributes with sustainability issues and tend to fa-

vour incremental change. Paradoxical frame managers take more widely account eco-

nomic, environmental and social levels and weigh all of them even though they might be 

contradictory. (Hahn et al., 2014)  
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The way strategic issues are interpreted affects the subsequent action taken (Schneider, 

1997). On the other hand, the action can be seen to precede cognition: the sense is 

made retrospectively as the outcome is known in the aftermath of activity (Weick, 

Sutcliffe and Obstfeld, 2005) In their research on hospital top managers, Thomas et al. 

(1993) find that when managers interpreted the strategic issue more controllable, they 

acted more often in enhancing product-service offering. The controllability of the strategic 

issue may hence foster the action. Also interpreting an issue either as a threat or oppor-

tunity impacts the willingness to make investments and take risks among other things 

(Schneider, 1997). Dutton and Duncan (1987) distinct four different types of organisa-

tional responses determined by interpreted urgency and feasibility of strategic issue (Fig-

ure 2). When the issue is interpreted as neither feasible nor urgent, no response follows. 

Feasible but nonurgent issues have opportunistic responses, which can be described as 

incremental. However, when feasibility is high, for example when an acquisition candi-

date appears, the change may be materialised quickly. When the urgency is high, and 

feasibility is low, the organisation may minimise the issue by eliminating that issue, min-

imising the symptoms it causes by altering monitoring systems, minimising the impact by 

responding reactively, or ousting the management whose legitimacy is being questioned. 

The greatest momentum for change occurs when both feasibility and urgency are viewed 

as high. More radical change is then considered, for example reformulating the strategy 

or business goals. (Dutton and Duncan, 1987) 

  Assessments of feasibility  

 

 Low High 

Assessments 
of  

urgency 

Low No responses 
Opportunistic  

responses 

High 
Coping, ousting  

responses 
Reorienting  
responses 

 

Figure 2. Organisational responses on strategic issues (Modified from Dutton and 
Duncan) 
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Managers are in a central role in the organisational sensemaking process, they can be 

classified sensemakers and sensegivers of the organisation (Gioia and Chittipeddi, 

1991). Sensegiving refers to strategic managerial behaviour of influencing sensemaking 

of organisation members and people outside the organisation toward a preferred way 

(Maitlis and Christianson, 2014). During a strategic change top management make first 

sense of the transformed vision of the organisation and then try ‘give sense’ by com-

municating it to stakeholders. Sensegiving can be seen however bidirectional between - 

stakeholders try to refine the vision, build consensus, and giving sense. (Gioia and 

Chittipeddi, 1991)   

2.3 Corporate restructuring 

The relationship between company structure and strategy is widely discussed in the lit-

erature. Early work in strategy and structure is characterised by Chandler (1962): “Struc-

ture follows strategy”. According to him, the structure of the organisation is formed ac-

cording to a defined strategy. In his model, the environment and internal resources influ-

ence strategy formation. The chosen strategy then refines the structure to support it. 

When the environment is about to change and offer new opportunities or threats, the 

strategy is revised, and the structure is reformed. (Chandler, 1962) Hall and Saias (1980) 

extend the view of Chandler. They claim that the relationship between strategy and struc-

ture is not unidirectional but bidirectional. In terms of the environment around the organ-

isation, the changes may be perceived differently or even neglected because of the struc-

ture – structural characteristics act as filters. For instance, decentralised structures may 

respond to changes more rapidly. Besides, the power structure of the organisation may 

determine which strategic initiatives are to be considered legitimate and which not. (Hall 

and Saias, 1980)  

Having discussed the close relationship between strategy and structure, restructuring 

alternatives are discussed. The decisions organisations make about restructuring are an 

essential part of long-term strategic planning (Bowman and Singh, 1993). Restructuring, 

in this context, refers to group-wide restructuring rather than restructuring human re-

sources, information flows, or other operating activities within a smaller business unit. 

The restructuring methods discussed compromise mergers and acquisitions, disinvest-

ment, strategic alliance, joint venture, and privatisation. In the literature, the term portfolio 

restructuring is used. Portfolio restructuring refers to divestitures and acquisitions, the 

means of reconfiguration of business lines (Bowman and Singh, 1993). Furthermore, 

since it is relevant in this research, privatisation as a topic is discussed, and hence the 

general term restructuring is used.  
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Terms merger and acquisition are used interchangeably in the literature and are often 

described as one term “mergers and acquisitions” (M&A). However, there is a difference 

between these two. Ghauri and Buckley (2003) define a merger to be a combination of 

two separate firms’ resulting in a fully new entity, and acquisition (or takeover) to take 

place when the target company is absorbed by the acquirer company and it exits no 

more. In reality, the great majority of M&As are acquisitions, with one dominating party, 

even though the merger may confusingly be used to describe them (Ghauri and Buckley, 

2003). For this reason, the term “mergers and acquisitions” is used in this thesis.  

In M&As, the buyer is the company with a larger market share, who offers either cash or 

its stocks in exchange for the target’s share (Gaughan, 2018). Through an M&A, the 

acquirer reaches formal control over the target which guarantees better protection for the 

capabilities (Hagedoorn and Duysters, 2002). The basic form of an M&A is a forward 

merger (i.e. statutory merger), where the target merges into the buyer corporation and 

does not exist anymore. The acquirer may also create a subsidiary to which the target 

mergers, called forward subsidiary merger. Mergers lead to changes in the market they 

operate in: their market power increases as the total market share increases – which 

may have anticompetitive effects. (Gaughan, 2018) 

Divestiture means selling a certain portion, most commonly a division of the parent firm, 

of the firm to another company (Gaughan, 2018, pp. 390–391). Firms divest assets that 

are typically unrelated to their core business and operate in small or poorly performing 

segments. More divesting activity is observed in industries, that are more liquid, meaning 

buyers are easy to find and price can be set near to present value of future cash flows 

and without having to offer liquidity discount. (Schlingemann, Stulz and Walkling, 2002)  

Strategic alliances are arrangements between two or more firms to exchange or code-

velop products or technologies (Gulati, 1998). The strategic alliances go beyond typical 

contractual agreements between supplier and buyer for example, but parties still main-

tain their independence (Gaughan, 2018, p. 542). Strategic alliances may capture some 

of the benefits of merger and acquisition without bearing the costs and commitment as-

sociated with them (Gaughan, 2018, pp. 535 & 542). However, strategic alliances may 

not capture all the benefits of more formal joint ventures due to the weaker commitment 

of parties in pooling resources (Harrigan, 1988). The benefits come down to the flexibility 

of the contract. Strategic alliances are usually easier to terminate as no shared equity is 

involved (Harrigan, 1988). One example of strategic alliances is strategic technology al-

liance. It refers to interfirm collaboration to innovate together or to exchange technologies 

with each other (Hagedoorn and Duysters, 2002).  
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A joint venture can be seen to be at the intersection of strategic alliances and M&As. 

Kogut (1988) defines a joint venture as a pooling of resources of two or more firms into 

a common organisation. However, in some cases, joint ventures are classified as a stra-

tegic alliance category (Gulati, 1998).  Joint ventures are a favoured restructuring form 

when there is uncertainty over a firm’s performance (Kogut, 1988) and demand uncer-

tainty is high (Harrigan, 1988). When demand in the market is expected to remain stable, 

more horizontal joint ventures are created to consolidate the market, whereas growing 

demand intensives vertical joint ventures that are created in the hope of pioneering the 

market and reduce supply bottlenecks (Harrigan, 1988). The joint venture is superior to 

the supplier-buyer contract in terms of uncertainty reduction, as it incentivises both par-

ties to commit to providing information, technologies, and deliver quality (Kogut, 1988). 

The difference between strategic alliances, joint ventures, and M&As are summed up in 

Figure 3, where joint ventures lie in the middle.  

 

Figure 3. The comparison of the level of commitment in strategic alliances, joint ven-
tures and M&As (modified from Gaughan, 2018, p. 539) 

Privatisation as a process differs from the preceding restructuring alternatives as it refers 

to a change in ownership structure and does not necessarily lead to any changes in 

business operations. Privatisation means a process of transferring the ownership of the 

publicly-owned enterprise to the private investors, either fully or partially (D’souza and 

Megginson, 1999). Privatisation occurs through share issue privatisations, asset sales, 

or voucher privatisations (Megginson and Netter, 2001). The privatisation weakens the 

political discretion problems (Boycko, Shleifer and Vishny, 1996), and leads to, in gen-

eral, an increase in profitability, output, operating efficiency, and dividends and a de-

crease in leverage ratio (D’souza and Megginson, 1999). However, that conclusion may 
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be too simplistic. Not all private owners have the aids to reform the company in a favour-

able way (Radić, Ravasi and Munir, 2021).   

Motives for restructuring 

Restructuring activities are performed to ultimately maximise shareholder value, let it be 

a publicly owned enterprise or a private enterprise (Florio, Ferraris and Vandone, 2018). 

However, management has their incentives regarding restructuring as well, leading to 

agency problems. For example, management might decide to invest in sub-optimal 

growth opportunities, lower leverage ratio, or over diversify the business portfolio. (Gibbs, 

1993) Furthermore, experience effects are important when choosing between different 

restructuring alternatives. Having prior experience of acquisitions or diversifications 

make choosing the corresponding deal type more probable in the future (Villalonga and 

McGahan, 2005).  

Aspiring for synergies that can come along with restructuring activities are perhaps the 

most well-known motive. Synergy refers to the greater value of the combined firm com-

pared to the value of the two merging firms as separate entities and can arise from cost-

based synergies and revenue-based synergies (Capron, 1999). It seems that increased 

cash flows post-merger are primarily due to enhanced asset productivity (Healy, Palepu 

and Ruback, 1992; Andrade, Mitchell and Stafford, 2001). Simply put, deploying fewer 

assets (costs) more output (revenue) is achieved. The evidence on realised synergies 

suggests that both unrelated and related businesses can create significant synergies, 

without one outperforming another (Seth, 1990). 

Cost-based synergies can emerge if firms have overlapping activities and assets. In hor-

izontal mergers, where the manufactured products are similar, economies of scale are 

achieved by allocating fixed costs to larger volume (Capron, 1999). Other dynamics con-

tributing to lower cost come from economies of scope, which arises when the scope and 

activities the firm performs increase. Economies of scope allow a firm to spread the costs 

to a wider range of product lines. In practice, the cost savings are pursued through asset 

divestitures of either the target’s or acquirer’s assets. Nevertheless, the divestitures may 

even lead to higher costs when done poorly, especially when it comes to the target’s 

assets, which the acquirer may not have good knowledge of. (Capron, 1999) 

On the other hand, when divestiture is done as a sole restructuring method, without a 

mergers and acquisition process, it seems to lead to higher cash flows for remaining 

assets when accompanied by increasing focus in operations (John and Ofek, 1995). Still, 

in practice, cost-based synergies are not always easily achievable and they may require 

other substantive changes on other operating activities (Capron, 1999). Bethel and 
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Liebeskind (1993) find that divestitures lead to lower diversification in general, but not 

necessarily to higher relatedness and specialisation, especially when there is a block-

holder ownership.  

Revenue-based synergies arise from enlarged market coverage and improved innova-

tion capabilities. Enlarged market coverages refer to an enlarged customer base through 

cross-selling and product bundling, for instance. Improved innovation capabilities after 

the merger may be due to one firm absorbing superior innovation capabilities, patents or 

knowledge, or improved innovation marketing effectiveness. (Capron, 1999) Both market 

coverage and innovation capabilities are exploited through resource redeployment. Re-

source redeployment is bi-directional – the acquirer’s excessive resources may become 

better utilised and the target’s resource deployment is supported by the acquirer’s com-

plementary resources. (Capron, 1999) Hoberg and Phillips (2010) find that merging firms 

use asset complementarities to realise synergies and to differentiate their product rela-

tive to rivals. Hence differentiation can be a driver to merges and acquisitions. However, 

while acquisition intends to internalise key revenue-generating activities and assets, it 

may ultimately lead to dilution of focus and managerial attention over a wider span of 

businesses, and may eventually result in greater outsourcing (Lei and Hitt, 1995). 

As being said, acquiring innovative capabilities can lead to elevated revenues (Capron, 

1999). The acquirer may seek new external innovative competencies or try to renew its 

internal innovation process with efficient use of external resources. To acquire innovative 

capabilities, M&As are preferred in low-tech sectors and in cases where the innovative 

capabilities are close to the core competencies of the company due to protective con-

cerns. Strategic alliances are preferred in high-tech sectors since it provides a flexible 

platform to learn. (Hagedoorn and Duysters, 2002)  

The restructuring may follow the need for strategic changes or clarification of goals within 

the organisation, for example, focus or diversification. A considerable motivation behind 

divestitures of assets that are unrelated to the core business is to increase the focus 

(John and Ofek, 1995). Respectively, acquisition can be a means to diversify by entering 

a new market, and in history, they have had varying success. Expanding into a new 

market may be a tempting option when the company’s current market is maturing or 

unprofitable. (Gaughan, 2018, pp. 146–147) Diversification through acquisitions do not 

come without challenges and sometimes internal market entry would be more preferable. 

For example, the barriers to entry may be higher compared to entering with a help of 

internal development (Yip, 1982). Besides, self-serving motives of management may 

lead to excessive diversification initiatives which are beyond the optimal point of max-

imising shareholder value (Gibbs, 1993).  
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Kogut (1988) discusses the motives for joint ventures on the grounds of transaction 

costs, strategic behaviour, and organisational learning. Favouring a joint venture to ac-

quisition can be due to the higher cost of acquisition (Kogut, 1988). In terms of acquiring 

a certain technology with uncertain value, there is a cost of commitment, and therefore 

joint ventures or other collaborative modes are preferred (Folta, 1998). Strategic motives 

include deterring the entry or weaken rivals’ position, especially in moderately concen-

trated industries. Furthermore, joint ventures can boost organisational learning by shar-

ing tacit knowledge between parties. (Kogut, 1988) 

Motives for strategic alliances are similar to joint ventures. Strategic alliances are more 

loosely structured but still provide a platform to learn about a technology (Hagedoorn 

and Duysters, 2002). The rationale is to pool the resources together to create value, as 

suggested by resource-based theory (Das and Teng, 2000). Strategic alliances are pre-

ferred especially when the technology is not close to the companies’ core business 

(Hagedoorn and Duysters, 2002). 

Motives for privatisation are influenced by the political agendas of the owners. In terms 

of state-owned enterprises, Radic et al. (Radić, Ravasi and Munir, 2021) distinct two 

groups of antecedents of privatisation: country-level determinants and firm-level deter-

minants. Country-level determinants are economic, such as lowering the public debt and 

socio-political factors, such as to what degree voters favour privatisation. The firm-level 

determinants are firm-specific determinants such as its finances. (Radić, Ravasi and 

Munir, 2021) The reasoning for privatisation arises from the widely proved inefficiency of 

public enterprises, which is mainly due to the political agenda of the owners, which can 

be inconsistent with efficiency maximising actions of the company (Boycko, Shleifer and 

Vishny, 1996). One example of the political objectives is ensuring local employment, 

although going through privatisation does not consequently result in lower employment 

within the company (D’souza and Megginson, 1999; Megginson and Netter, 2001).  

The motives for different type of restructurings are summarised in Table 2.  
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Table 2. Motives of restructuring by deal type found in the literature 

Type of restructuring Motives 

Mergers and acquisitions - Acquiring innovation capabilities 

(Hagedoorn and Duysters, 2002)  

- Market coverage (Capron, 1999) 

- Diversification (Gaughan, 2018) 

- Cost-based synergies  (Capron, 1999)  

- Differentiation (Hoberg and Phillips, 2010) 

Divestiture - Focus increase (John and Ofek, 1995)  

- Higher cashflows for remaining assets 

(John and Ofek, 1995) 

Joint Venture - Uncertainty reduction (Folta, 1998) 

- Other options costly (Kogut, 1988) 

- Weakening rivals’ position (Kogut, 1988) 

- Organisational learning (Kogut, 1988) 

Strategic alliance - Technology learning (Hagedoorn and 

Duysters, 2002) 

- Value-creating resource pooling (Das and 

Teng, 2000) 

Privatisation - Lowering public debt 

- Voters favouring privatisation  

- Firm’s financial status. (Radić, Ravasi and 

Munir, 2021) 

 

The restructuring may result from shareholder pressure as well, especially when there is 

a block holder ownership structure (Bethel and Liebeskind, 1993). In general, M&As can 

create value for shareholders, although it is an ambiguous phenomenon. During the mer-

ger announcement periods, markets react to announcement leading to abnormal return 
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for stock, where especially the target firm’s shareholders have remarkable gains 

(Andrade, Mitchell and Stafford, 2001). The effect on the acquirer’s stock price is not as 

straightforward. Bowman and Singh (1993) conclude from the large set of literature that 

the stock market returns for acquirers are on average small and insignificant. There are 

factors, such as the size of the acquirer, that determine the magnitude of the returns to 

its shareholders. Small firms’ acquisition announcements lead on average to higher ab-

normal returns than announcements made by large firms, and large firms even suffer 

when acquiring a public company (Moeller, Schlingemann and Stulz, 2004). The re-

search on long-term gains of mergers regarding abnormal returns is ambiguous 

(Bowman and Singh, 1993; Andrade, Mitchell and Stafford, 2001; Moeller, Schlingemann 

and Stulz, 2004). The divestitures may have a positive effect on stock return when the 

divested entity is not as profitable as its market value would indicate (Gaughan, 2018, p. 

389). For M&As, John and Ofek (1995) find the same pattern in the stock market for 

divested entities, stock price reaction being significant and positive.  

2.4 Synthesis  

This paragraph draws the theoretical background presented in the previous three sub-

chapters together and discusses their relationship. The theoretical framework provides 

two distinct theories to study an organisation’s relationship to its environment. The insti-

tutional theory emphasises the pursuit of legitimacy when confronting normative, coer-

cive, and mimetic pressures (Dimaggio and Powell, 1983) whereas sensemaking theory 

provides knowledge of cognitive process within an organisation to deal with ambiguity 

(Weick, Sutcliffe and Obstfeld, 2005).  

Based on the literature on both sensemaking and institutional theories, they seem to 

overlap to some extent. Jennings and Greenwood (2003) provide a comparison of insti-

tutional theory and enactment theory. In comparison with institutionalism, enactment is 

an intra-organisational process whereas institutionalisation is inter-organisational. Both 

institutionalism and enactment can be seen to come into existence by external change 

or action. (Jennings and Greenwood, 2003) Sensemaking and institutional logics are tied 

in many ways. According to Geels (2014), evaluation and strategic choice of the sense-

making draw on institutional regime elements in four ways: 

1. Technical knowledge constrains what is feasible 

2. Industry mindsets and cultural-cognitive institutions define the classification used 

in the interpretation 

3. Regulation and governance mechanisms tell what is formally allowed 
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4. Sense of identity models interpretation and action.  

Strategic actions taken are partly determined by sensemaking processes, namely how 

environmental events are interpreted (Schneider, 1997). Furthermore, institutional pres-

sures affect a firm’s strategy making. Organisations may either resist or conform to ex-

ternal rules and beliefs determined by the institutional environment. Conforming organi-

sations may make organisations more popular, socially supported and legitimate 

whereas resisting behaviour is more like to be more innovative and flexible. (Oliver, 

1991) 

The strategic response to these external pressures may vary from small adjustments to 

full strategic recreation (Geels, 2014). In this thesis, however, the focus will be on re-

structuring activities discussed in chapter 2.3. Restructuring can be a successful means 

of adapting to changes in the environment (Bowman and Singh, 1993). The framework 

constructed with help of literature is presented in Figure 4. It presents simplified sense-

making presented by Thomas (1993). In terms of the enactment, the main focus is on 

restructuring responses presented in chapter 2.3. Furthermore, the sensemaking pro-

cess is constrained by institutional pressures as Geels (2014) point out. Furthermore, 

the institutional constraints are particularly strong in the energy sector (Andrews-Speed, 

2016).  

 

Figure 4. The theoretical framework for the empirical part of the thesis 

There is large evidence of the correlation between industry-specific restructuring activity 

and industry change. The companies in the industry react to industry changes with re-

structuring in clustered manner, in waves (Mulherin and Boone, 2000; Andrade, Mitchell 

and Stafford, 2001; Harford, 2005). The reasons for restructuring activities occurring in 
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clusters may be the nature of industry shocks and unpredictability. Examples of the in-

dustry shocks are altering the price of oil creating a supply shock or deregulation. How-

ever, one cause for restructuring clusters may be the fact, that profitable mergers in the 

industry trigger other firms in similar circumstances for similar actions. (Andrade, Mitchell 

and Stafford, 2001) This cause would be supported by the mimic processes presented 

in institutional theory too. 
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3. DATA AND METHODOLOGY 

In this chapter, the research methodology is discussed. The sample is presented and a 

short industry description is provided.  

3.1 Research design and research strategy  

This research aims to gain insights into the motives behind restructuring activity in the 

energy sector and connect them to the bigger picture of the energy transition. The re-

search hence follows exploratory purpose, as it is used to explore a phenomenon to 

increase understanding (Saunders, Lewis and Thornhill, 2019, p. 186).  

The approach to theory development can either be theory creating (inductive), theory 

testing (deductive), or abductive (combination) (Saunders, Lewis and Thornhill, 2019, p. 

152). As the objective of this research is to find motives for restructuring and their con-

nections to the driving forces, and to the knowledge of the author, there is no prior re-

search on the topic. It is theory building rather than testing hypothesis. Hence, the ap-

proach is inductive by its nature. Inductive reasoning combines observation and expla-

nation and infers a rule from them (Mantere and Ketokivi, 2013). Inductive logic, from 

moving from particular to general, does not come without problems. Generalising from 

particular observation may not be valid when repeated (Mantere and Ketokivi, 2013). 

Qualitative research is well-suited for acquiring an in-depth understanding of the phe-

nomenon and is compatible with the inductive approach to theory development 

(Saunders, Lewis and Thornhill, 2019, p. 197). Hence, it is an appropriate research de-

sign for this study in the light of chosen research objectives. Qualitative research meth-

ods are based on collecting, organising, and interpreting textual material derived from 

speech or observation (Malterud, 2001).  

The research strategy is the plan to achieve the answer to the research question 

(Saunders, Lewis and Thornhill, 2019, p. 189). The research strategy of this research 

may be defined as a qualitative survey. A qualitative survey is conducted employing 

semi-structured interviews with a small sample and analyses the diversity of member 

characteristics of the population (Jansen, 2010). A qualitative survey collects data on 

knowledge, feelings, opinions of individuals and groups (Fink, 2002). The traditional sur-

vey strategy aims for statistical repetitiveness (Saunders, Lewis and Thornhill, 2019, p. 

193), whereas qualitative survey seeks to provide depth and understanding rather than 

breadth and representativeness (Fink, 2002). 
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The chosen qualitative method is semi-structured interviews, also called thematic inter-

views (Kallio et al., 2016). In the semi-structured interview, there is a list of themes to be 

discussed and conceivably some key questions to be answered (Saunders, Lewis and 

Thornhill, 2019, p. 437). The semi-structured interview is a flexible and versatile method 

that is widely used in science (Kallio et al., 2016). When using the inductive approach in 

interviews, interview themes are allowed to evolve on the course of conducting interviews 

(Saunders, Lewis and Thornhill, 2019, p. 438). However, developing a well-defined in-

terview guide contributes to the trustworthiness of the research (Kallio et al., 2016). The 

study is cross-sectional by its nature. In the cross-sectional study, the phenomenon is 

studied at a particular time (Saunders, Lewis and Thornhill, 2019, p. 212). In this re-

search, the interviews are conducted in a relatively short period, within one month.  

3.2 Sample selection 

3.2.1 Sampling 

The sampling technique used was purposive sampling, which is normally used when 

working with small samples (Saunders, Lewis and Thornhill, 2019, p. 321). Purposive 

sampling is non-random sampling used to ensure that certain categories of cases are 

presented in the final sample (Robinson, 2014). Furthermore, in qualitative research 

studied individuals or groups can be experts in a particular field or have experienced the 

same personal or communal issues (Fink, 2002). In this research, the interviewees were 

selected from a constrained and rather homogeneous population because of the geo-

graphical scope (Finland), firm type (municipal energy company), and position (top man-

agement). Besides, the sample population was further constrained to include firms that 

were known to have been gone through restructuring of some kind. The suitable firms to 

consider were recognise using the information of case company as well as reading news-

papers and other channels. 

In non-probability sampling, qualitative data collection is continued until data saturation 

is reached (Saunders, Lewis and Thornhill, 2019, p. 315). Determination of sample size 

in qualitative research is contextual but in general sample sizes are rather small, even 

as low as one (Boddy, 2016). Malterud et al. (2016) suggest sifting attention to infor-

mation power the sample holds rather than the sample size. The more the sample holds 

information relevant to the study, the fewer participants are needed (Malterud, Siersma 

and Guassora, 2016). Within a homogeneous sample, theoretical saturation may be 

achieved with samples of 12 (Boddy, 2016). The initiative sample size can be useful at 

the beginning of the process but should be modified during the data gathering (Malterud, 

Siersma and Guassora, 2016).  
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The concept of information power (Malterud, Siersma and Guassora, 2016) was the guid-

ing light in the sampling process. According to the information power, the more infor-

mation the sample holds, the smaller the sample size (Malterud, Siersma and Guassora, 

2016). First, suitable sample firms were recognised using the knowledge of the case 

company as well as reading newspapers other channels. Second, the first nine top man-

agers were contacted. Third, during the interviews, additional interview candidates were 

contacted due to a lower than 100 % response rate and the need for expanding the 

sample. Overall, 15 candidates were contacted via email of which 11 were interviewed. 

3.2.2 Sample description  

The sample consists of top managers working in Finnish small- and medium-sized mu-

nicipal energy companies. The largest companies were excluded since their business 

logics were seen different due to financial and geographical qualities. The companies 

are or were municipally owned.  On the whole, the companies’ core operations are elec-

tricity distribution, DH, electricity retail, and power production. Next, the business envi-

ronment is briefly discussed to better understand the prevailing legislation and market 

environment companies are operating in.  

Electricity distribution 

Electricity distribution differs from other businesses presented as it has a natural regional 

monopoly. The abuse of the natural monopoly may lead to deadweight losses and there-

fore authorities seek to detect any overpricing (Energy Authority, 2019). The legal control 

has two main purposes, to define the maximum tariff for the network services and the 

minimum quality requirements for the quality delivered (Viljainen et al., 2011).  

The economic regulation of the Distribution System Operators (DSO) concerns costs 

and return on capital, as they must be on a reasonable level (Honkapuro et al., 2017). 

Simply put, a DSO is allowed to charge customers all the costs incurred plus a reason-

able profit margin (Wessman, 2016). Consequently, there is a limit for a revenue level 

that DSO monopolies can achieve. The problem with the current pricing model lies in the 

fact that it does not incentivise the cost control of DSO as all the additional costs are 

compensated at the customer’s expense (Wessman, 2016). However, the network tariffs 

differ significantly by region (Energy Authority, 2019).  

There were 77 DSOs in 2019, and the number has remained the same for recent years. 

According to the Electricity Market Act, electricity trade operations must be legally un-

bundled from distribution operations when they exceed the threshold value of the distri-

bution network. 48 DSOs were unbundled in 2019. However, few retailers are ownership 
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unbundled from DSO operations, as many retailers are owned by the same group. 

(Energy Authority, 2020) Most DSOs are owned either fully or by a majority by a munic-

ipality (Finnish Energy, 2021). 

Distribution is a stable low-risk business since DSOs deliver a necessary commodity in 

a natural monopoly. There is little demand fluctuation. When it comes to group contribu-

tions of Finnish DSOs, DSOs have transferred their profits to their parent rather than 

received them. (Energy Authority, 2019) That is to say, the shareholders have enjoyed 

the stable yield of the low-risk business through dividend payments. However, compa-

nies are facing pressure from national legislation to develop their network to meet certain 

technical requirements by 2028, if delays are not granted (Energy Authority, 2019). Meet-

ing these demands mean heavy investments to many operators. 

Electricity retail 

There were 71 electricity retail suppliers at the end of 2019 (Energy Authority, 2020). In 

Finland, it is typical that electricity sales and production are vertically integrated (Lehto, 

2011). The electricity retail market in Finland has been fully opened to competition since 

1997. (Annala and Viljainen, 2008) New entrants have steadily entered the market since 

2010, while incumbent retailers have merged into bigger entities. The number of larger 

retail companies have increased due to mergers. The three largest suppliers of small- 

and medium-sized customers cover 40-45 per cent of the market share. (Energy 

Authority, 2020) 

Finland is part of the Nordic wholesale power market, where electricity is traded in the 

Nord Pool. The retail prices are based on the day-ahead spot market (Energy Authority, 

2020). The contracts offered to small-scale customers are variable price contract, fixed-

term contract or contract based on Nord Pool prices (Annala and Viljainen, 2008) Even 

though the customer can save their electricity spending by switching the electricity sup-

plier, customers have a tendency not to do it. Annala et al. (2013) find that 60-70% of 

Finnish customers stayed on their default contracts from their local supplier while a ma-

jority of them could have found a cheaper offer every day during the longitudinal study 

period. This is a sign of open markets functioning only partially. In 2019 the switching 

rate was 14.3% for households and 12.3% for other customers (Energy Authority, 2020). 

The upcoming national launch of Datahub in 2022 will affect the Finnish retail market. 

Datahub is a centralised information system that stores and exchanges data from elec-

tricity accounting points to DSOs and electricity retailers. Datahub will enable more con-

venient supplier switching, and the development of digital services to customers. 

(Fingrid, 2021)  
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District heating 

District heat is the most significant heating product in Finland, covering 50% of the heat 

demand of buildings (International Energy Agency, 2018). DH business can comprise 

production, distribution, and sales business. Most of the DH companies are vertically 

integrated. In some cases, though, production belongs to a separate company, for ex-

ample to an industrial company producing heat as a side product. (Linden and Peltola-

Ojala, 2010) In Finland, DH does not have sector-specific regulation. Most of the DH 

companies have a natural monopoly in distribution and production and their pricing is 

monitored by the Finnish Competition Authority. (Linden and Peltola-Ojala, 2010)  

DH relies still on fossil fuels and fuel peat, their total share was 51% of DH fuels used in 

production in Finland in 2018. Also, biomass is another important fuel making the na-

tional forest industry an important fuel supplier for DH networks. (Khosravi et al., 2020) 

The fuel mix used each company uses is partly determined by geography. Coal is used 

in coastal regions, peat and wood is the main fuel in Northern Finland, and natural gas 

is used near to natural gas pipeline in Southern Finland (Linden and Peltola-Ojala, 2010) 

Electricity and DH production are tightly connected in Finland via Combined Heat and 

Power production. Besides, heat-only-boilers are used to cover peak demands in the 

winter (Khosravi et al., 2020). 

3.3 Data gathering 

Data were gathered through semi-structured interviews. Before the interviews, a prelim-

inary list of questions was drafted using theoretical background and knowledge of the 

case company regarding the sector, as suggested by Kallio et al (2016). The more im-

portant part of the list was the theme categories, as the attempt was to primarily cover 

certain themes in each interview rather than have a fixed questionnaire. Some follow-up 

questions were asked when only necessary, which guarantees that the interviewee’s 

responses are not guided too much (Kallio et al., 2016). The draft was discussed with 

professors and with an internal advisor to make sure that questions were appropriate in 

the light of research questions. During the interview process, some minor changes were 

done and emphasis was improved. The questionnaire frame can be found in Appendix 

A. 

The interviews were conducted between March 2021-April 2021. The interviews took 

place virtually using Teams-platform with audio and video. The interviews were held in 

Finnish. The interview themes were sent to interviewees via email before the interview 
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but no question list was sent, to maintain some spontaneity in the interview situation. The 

targeted interview duration was one hour, and eventually, interviews varied from 33 to 

90 minutes. Some of the interviewees shared some corporate slide decks during the 

interview to give a clearer picture of the company structure. However, this was not re-

quired by the interviewer. Interviews were recorded with the consent of interviewees, and 

recordings were transcribed excluding small talk and other unnecessary expressions. 

Table 3 presents the coded list of interviewees.  

Table 3. The research interviews 

Interviewee  Position Date Duration (min) 

I1 Top management 5.3.2021 47 

I2 Top management 8.3.2021 39 

I3 Top management 8.3.2021 37 

I4 Top management 10.3.2021 42 

I5 Top management 11.3.2021 90 

I6 Top management 15.3.2021 57 

I7 Top management 15.3.2021 33 

I8 Top management 18.3.2021 55 

I9 Top management 23.3.2021 72 

I10 Top management 25.3.2021 61 

I11 Top management 6.4.2021 76 

 

Even though every interviewee presented unique views and opinions, some data satu-

ration in terms of research questions started to appear after eight interviews. The infor-

mation power (Malterud, Siersma and Guassora, 2016) appeared to be high within the 

sample. Hence, the final number of 11 interviews was interpreted to be sufficient. The 

data was anonymised after each interview as agreed with the interviewees.  
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3.4 Data analysis 

The transcribed interview data were analysed using thematic analysis, which is often 

used to analyse qualitative data. When using thematic analysis for interview data, one 

search for themes and patterns that occur across series of interviews. The essential part 

of thematic analysis is coding the data to find these patterns that relate to the research 

question. Thematic analysis is a flexible analysis method that allows various theory-

building approaches. In an inductive approach, the themes will be derived from data. 

(Saunders, Lewis and Thornhill, 2019, pp. 651–652) 

First, to familiarise oneself with data, the interview transcripts were read multiple times. 

Second, coding was used to organise the data and to comprehend the meanings within 

it. The research question will guide the scope of coding when using the inductive ap-

proach (Saunders, Lewis and Thornhill, 2019). Keeping that in mind, the coding followed 

the research questions but still allowed new insights to emerge from data. When going 

through the interview transcripts, phrases that were relevant to the research topics were 

highlighted. Then, the phrases were gathered and placed in rows in an excel sheet. For 

each phrase, a code was assigned in one column and a subcode in another. Moreover, 

the interviewee code was in one column to possibly review the phrase in its context when 

needed. 
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4. RESULTS AND DISCUSSION 

In this chapter, empirical results are represented and reflected in the light of other exist-

ing literature. First, the type o restructuring made and their motives are discussed. Sec-

ond, the recognised connections of strategy and restructuring are presented. Third, the 

driving forces in the municipal energy business are specified. Last, the relationship be-

tween restructuring and driving forces in the industry is discussed.  

4.1 Restructuring and its motives 

4.1.1 Restructuring made 

The participants were asked to describe recent larger-scale restructuring that has been 

done. According to interviews, a large scale of different restructuring modes affecting 

different businesses was mentioned. The overall picture of restructuring is presented in 

Table 4. The time scale of restructuring starts approximately in 2015, but more recent 

years were emphasised in most of the interviews. It must be kept in mind that the results 

are not statistically formed and are not an all-encompassing description of the Finnish 

energy market. However, they present an overview of the sample.  

  

Table 4. Restructuring in sample 
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The joint ventures were formed in electricity retail and customer service. Acquiring new 

businesses were done in district heating, electricity retail, energy management, and con-

struction and maintenance businesses. Besides, a whole company of multiple business 

areas was acquired. Strategic alliances were formed in ‘new’ business areas such as 

bio-coal production, power-to-X, and circular economy. In privatisation, companies were 

privatised by handing over the ownership either fully or partly to private investors. Divest-

itures were made in electricity retail and construction and maintenance services.  

Companies seem to be reluctant to divest ‘traditional’ businesses, where there is either 

natural or legal monopoly, such as power distribution or district heating. No joint ventures 

were made with direct competitors in this area. However, one joint venture was formed 

with a finance partner to finance an acquisition of a power grid. These traditional busi-

nesses were attractive targets to acquire. District heating businesses in some areas were 

acquired from bigger market players, and power distribution was acquired from a smaller 

market player. Besides energy businesses, the water business was a lucrative target for 

acquisition or merger. Hence, the traditional monopoly-like businesses are still seen to 

be attractive businesses to be kept in the business portfolio. As one interviewee de-

scribes: 

“The basic businesses will not disappear anywhere. Power must be distributed, and heat 

must be produced and distributed. It is the strong and solid core.” (I3) 

Divestitures in turn were made in competitive markets: electricity retail, and construction 

and maintenance services. Furthermore, joint ventures were especially prevalent re-

structuring method in electricity retail and customer service. Many of the interviewees 

believed that this trend would remain in the retail market: 

“Consolidation is in high gear: competitors are more active, and two-thirds of the market 

is dominated by specialised retailers. - - this kind of small player phoning this business 

in has no future – no matter how local it is.” (I6) 

When developing new business areas such as Power-to-X, companies relied on strate-

gic alliances with an outside partner. In many cases, the chosen partner came from out-

side of the industry. The goal of cooperative projects is to develop new technology. Fur-

thermore, some smaller start-ups providing new kind of services or products were ac-

quired. A solar power company was acquired.  
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4.1.2 Restructuring motives 

Interviewees were asked about the motives behind the key restructuring activities and 

how they are linked to the energy transition the sector is facing. In this section, the oper-

ational motives behind the restructuring activity are discussed. According to the inter-

views, the motives can be summarised as follows: 

- Cost savings 

- Growth opportunities 

- The economic situation of the municipality  

- Enhanced product development 

- Risk aversion  

- Improving employee competencies and well-being 

- Diversification 

- Focus increase 

- First-mover advantage 

- Differentiation. 

According to the interviews, a great majority of the restructuring were made motivated 

by pure business-enhancing reasons. Only a few initiatives came from the municipality. 

The initiatives stemming from the city council dealt with the water business. The privati-

sation of the company was also a political decision. Nevertheless, the majority of the 

decisions required permission or a confirmation of the municipality.  

The motives found are in line with the literature about corporate restructuring. Cost-

based synergies (Capron, 1999) found are cost savings and focus increase. The reve-

nue-based synergies (Capron, 1999) found include growth opportunities, enhanced 

product development, improving employee competencies, diversification, first-mover ad-

vantage, and differentiation. Furthermore, the economic state of the municipality was a 

remarkable rationale for privatisation, which is in line with the literature (e.g. Radić, 

Ravasi and Munir, 2021). 

Moreover, there were some specific motives, not presented in the literature, that made 

companies restructure some business areas and choose one deal type over another. 

The following subsections discuss the motives more thoroughly for every business area.  

District heating 
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In the district heating, the only recognised restructuring was acquisitions as an acquirer. 

The acquisitions took place either when acquiring a DH business of an adjacent area or 

enlarging the existing ownership share to achieve the majority share of the company to 

form a group structure. After the transaction, The DH business was either under a sub-

sidiary or as a separate affiliated company.  

The first reasoning for acquiring district heating was the synergy potential that the fa-

vourable location provides. The synergies were believed to come from cost-based syn-

ergies or revenue-based synergies. The cost-based synergies, that meant allocating dif-

ferent types of cost to a larger volume. Cost-based synergies were believed to be 

achieved due to already connected pipes between the existing and new area, cutting the 

number of employees, and utilising administrative support from other businesses. 

Revenue-based synergies were pursued by growing the physical market area and en-

hanced product development. Enlarging the area coverage of the pipes was seen to be 

especially favourable in cities where the number of inhabitants was expected to be in-

creasing. The product development in the district heating was seen as crucial by one 

interviewee: 

“Our perception is that the competition in district heating intensifies. Our growth brings 

the synergies in development, for example in terms of geothermal heat solutions. - - we 

can multiply the [product development] mechanism and thus achieve the economies of 

scale in product development. And for this reason, we saw that our district heating needs 

additional volumes.” (I1) 

The significant growth of the company was seen propitious in terms of human resources 

as well. The opportunities for career development was seen to bring synergies as well. 

The bigger size of the company enables the specialisation of employees. Their compe-

tencies can be further developed, and their career path can be better designed.  

“It is hard to recruit people and make them stay if you tell them ‘go and work in the power 

plant X and stay there happily for the next 30 years’. It doesn’t work anymore.” (I1) 

Power distribution 

In the sample, there were fewer transactions made in the power distribution business. A 

joint venture with a finance partner was created to acquire a power distribution business 

(I10). In the joint venture, the energy company has minority ownership and will be re-

sponsible for the operational work of the grid. The finance partner will carry the financial 

risk and provide the capital for the acquisition, and later receive the majority of the divi-

dends.  
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A joint venture was established to manage overall risk and avoid resorting to credit cap-

ital and that way increasing the leverage ratio of the city. When choosing the finance 

partner, an important criterion was to find a Finnish partner: 

“It feels that the Finnish basic infra and national assets are draining into foreign owner-

ship of foreign pension companies. - - they [the finance partner] are supposed to be in 

Finland another 120 years. We want to keep this Finnish infra owned by Finns.” (I10) 

There was another economic incentive. According to the interviewee, the acquisition it-

self was motivated by financial support offered by the Ministry of Economic Affairs and 

Employment, which are aimed to cover replacement investments needed in the area.  

Water  

Some of the energy company groups offer other utility services beyond energy such as 

sewage and clean water services. Restructuring the water business included mergers 

and acquisitions. One company (I7) had already been in the water business whereas 

some acquired it as a new business area (I9, I10).  

For the company where the water had been an essential part of the business portfolio, 

and the acquisition possibility offered a means to grow the business, which had been the 

strategic goal for the group. By larger volumes, the company wanted to achieve syner-

gies in operations. They also wanted to be the first-mover to perform an arm’s length 

takeover in the water sector to proceed later with other equivalent takeovers. However, 

for the time being, these intentions are on hold due to a petition regarding the ownership 

of water utilities. (I7) 

In other cases, the catalyser was the city. In one case, the city merged their energy and 

water company (I9). In another case, the city sold its water utility company to the energy 

company (I10). Motives were to achieve efficiency both in the customer service and net-

work investments. Merging the companies has also enabled transferring the best prac-

tices of asset management from the energy business to the water business. The change 

has been driven by customer needs: a customer gets their water and energy services 

from one stop. Separate business areas have the same information systems and man-

agement so that processes run smoothly within the organisation, and synergies are cre-

ated. When constructing new networks, constructing district heating and water networks 

can be done simultaneously if the communication works properly.  

Electricity retail 

There has been a lot of restructuring activity in electricity retail, as many as 10 out of 11 

sample companies had either divested, acquired, or joined a joint venture over the last 
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decade. The joint venture was the most common restructuring method: 7 companies had 

had either joined or formed a joint venture. Some companies had decided to abandon 

the business, fewer had grown their business by acquisitions. In general, the competition 

in electricity retail was perceived fierce, as one interviewee concludes: 

“It's a tough consumer market, although there are a lot b2b customers. It's a different 

type [of business]. There are very low switching barriers. Perhaps, it [the industry] lives 

in a similar type of time that telecoms industry lived during the most furious tie-in sales. 

That kind of hyper-competition.” (I9) 

The companies that had divested the business were particularly concerned about the 

tightening competition and had concluded, that their capabilities or resources were not 

compatible with the requirements of the business. It was seen that there was no link to 

heavy-asset businesses (I6, I10) and the focus on the core business wanted to be in-

creased (I10). One reasoning to divest was to dispense with risks associated with elec-

tricity trading. The risk was too high compared to the possible return, and the joint-owners 

were not anymore willing to guarantee collaterals required in the electricity trade (I10). 

Divesting the electricity retail business was seen to contribute to the overall risk of a 

small company (I6). The reason for choosing a divestiture over a joint venture, for exam-

ple, was that as a small company the influence as a shareholder would have been mini-

mal (I6).  

The motive for forming a joint venture was to achieve economies of scale with larger 

volumes. In terms of the volume, some stated concrete goals such as having half a mil-

lion customers are enough (I8), or to be among the three biggest players in Finland (I4). 

The economies of scale were thought to be realised in marketing, information systems, 

and sales. Also, a nationwide brand was seen as important, a local brand name was 

seen as problematic in attracting customers nationwide (I1). For companies who de-

scribe themselves as provincial companies, it was important to find another provincial 

company who were seen to share the same values (I8, I10).  

Furthermore, customer-centric companywide strategy prohibited one company to divest 

the electricity retail fully, which made joining a joint venture more favourable. A prereq-

uisite however was to achieve a share big enough in the joint venture. Through joining a 

joint venture, a company perceived to benefit from the cooperation of the shareholders 

in marketing and sales.  

“We're cooperating in sales with the shareholders. It is like this Airline Alliance kind of 

thing.” (I7) 
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One interviewee, whose company first joined a joint venture and later divested its share, 

reasoned the preliminary choice of a joint venture to be more acceptable by the politi-

cians in the area and hence it was preferred to divesting the business then. The political 

concerns involved maintaining the number of jobs, for instance. (I3) 

Two companies had acquired another electricity retail company. In one case, the rea-

soning for growing the business by acquisition was to ensure market share large enough 

(I11). Developing and growing the business was seen to be preferable since the timing 

for exit was not seen as optimal (I11). In another case, the acquisition was initiated by 

the strategic goal to grow into a provincial company. The target company ruled the elec-

tricity sales in its region with its brand. Hence the acquiring company acquired the finan-

cially deprived company but retained the brand which was seen as attractive in the re-

gion. The operational synergies were however realised with unified sales, customer pro-

cesses, and risk management. The company wants to stay as an active player on the 

market and leans on local customer relationships. (5) Indeed, despite the competition in 

electricity retail, there seems to be a customer segment to whom brand loyalty is more 

important than finding the cheapest option (Defeuilley, 2009). Strengthening the provin-

cial cooperation was an important motive.  

Customer service 

In customer services, some companies have formed joint ventures to realise synergies. 

One joint venture was formed regionally (I1) and the other one was formed simultane-

ously with the new electricity retail joint venture (I4). One important driver has been the 

forthcoming launch of datahub which forces companies to develop their customer pro-

cesses. The costs of this change process were wanted to be distributed. (I4) Further-

more, regional joint venture companies had partly overlapping customer base and they 

wanted to serve the customer from one stop (I1).  

Construction and maintenance 

Construction and maintenance refer to contracting business in the construction and 

maintenance of electricity grids, district heating network, and production facilities. In 

some companies, the unit is responsible for energy metering, water network, gas net-

work, or fibre optic network and in some cases street maintenance and other services 

for the city. In general, the market was seen to be demanding, as margins are small or 

even negative and some specialised companies have filed bankruptcies.  

Small margins (I7) and non-relevance (I4, I7) were the primary motives to divest the 

business. In these cases, the business was no core business or strongly related to other 
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businesses areas (I4, I7). To achieve cost efficiency, the parent company wanted to ap-

ply the arms-length principle in their construction and maintenance procurement, and 

hence divestment of contracting subsidiary made sense. A cost reduction of 10-20% was 

achieved when moving to this outsourcing model. (I7) 

In another case, the management saw the business as more promising. A few years 

back they set a goal to double their turnover of the construction and maintenance busi-

ness with the help of organic and inorganic growth. The company sensed that there was 

limited growth potential in their area due to migration loss, and hence, they acquired a 

company in an area where there was migration gain and need or construction is higher. 

(I5) 

With joining or forming joint ventures, the aim has been to increase operational efficiency 

(I9, I10, I11). Realising the cost synergies is seen to be a prerequisite to compete against 

nationwide specialised players. For a company, it made no longer sense to sustain an 

in-house service company (I10). Cost reductions are in general the primary driver when 

outsourcing an activity (Fan, 2000). Furthermore, the importance of staying as a local 

player is seen to decline in this business (I9). The objective with a joint company was to 

further develop the business as an inhouse company, and now half of a company’s turn-

over comes from projects other than corporate shareholders’ projects - in travel, mining, 

and the private sector (I10). 

New businesses 

The new businesses category includes businesses that are somehow new to companies 

or are under development. Circular economy, fibre optic, energy management systems, 

power-to-gas, and solar power can be seen to be an expansion of the current business 

portfolio. Innovations such as bio-coal production can potentially lead to a new business 

area in the future. 

In development projects, companies lean on strategic alliances. In interviews, multiple 

examples occurred. Testing a concept in power-to-gas, a company has allied with a part-

ner from the manufacturing industry (I4). To launch bio-coal production, a company has 

allied with a finance partner (I1). One company is even part of an alliance that runs a 

submarine telecom cable project (I10). When the new entity will face high uncertainty in 

the market, e.g. in terms of demand and regulation, alliances should be considered 

(Dyer, Kale and Singh, 2004), which holds when developing new products and services. 

To reduce its DH emissions with a circular economy solution, a company has allied with 

a waste centre, where recycled wood is used as fuel (I5).  
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The rationality to form a strategic alliance in these projects has been the benefits of 

combining resources. The finance partner has the experience of financing renewable 

projects, whereas an energy company knows how to operate the plant. In the power-to-

gas project, the energy company has competencies in the DH heating business and an 

industrial partner in the technology. In the submarine telecom project, the company is 

well located, and its fibre optic business can be utilised. However, the company cannot 

provide extensive financial resources, which are taken care of by other partners (I10). In 

the circular economy case, the waste centre has the waste wood and energy company 

operates the DH network where the heat can be fed.  

To enlarge the business portfolio, some acquisitions of majority stakes were made. A 

company focusing on energy management systems was acquired. The motive behind 

the acquisition was to gain new knowledge in this area with a help of a specialised player. 

(I3). Another example of the acquisition of new businesses was an acquisition of a com-

pany that delivers solar power systems. The reasoning for this acquisition was to support 

the company’s low-margin electricity retail business. Providing solar power solutions is 

seen as a differentiating factor in the electricity retail business. (I11) 

In the sample, the realised diversifying acquisitions of new business were rather small. 

The companies who had been active in this area stressed the importance of enlarging 

the product portfolio with new kind of services. Fraunhoffer and Schiereck (2012) got 

similar findings in their research on mergers and acquisition of German energy firms. 

Both their research and this thesis confirm the need to diversify the product portfolio with 

renewable technologies.  

Privatisation  

There were two cases where the municipality or municipalities decided to sell their 

shares, either a minority or majority share of the local energy company. The primary 

motive was to release equity to be used for other developing purposes of the municipality 

(I8). The timing for privatisation has been seen to be opportune due to the high valuation 

of energy assets the recent years (I2, I8). 

4.2 Restructuring towards strategic objectives 

It often came up in the interviews that a restructuring initiative was done according to 

strategy (I1, I3, I4, I5, I7, I8, I11). Many of the restructurings were a result of an updated 

strategy. The themes that emerged were the support for growth strategy, higher focus, 

or diversification as presented in chapter 4.1.  
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“In the strategy, the shareholders have stated that we have to be an active player in this 

energy transition.” (I1) 

After the restructuring made, the companies can be placed on a matrix (Figure 5) ac-

cording to their target market and the business portfolio scope. All the companies can be 

seen as either local or regional. The national electricity retail joint ventures that compa-

nies are shareholders of are excluded. Diversification level is what varies the most in the 

sample. The most diversified firms operate not only on district heating and power distri-

bution business but have a larger scope of businesses, such as electricity retail, water 

business, fibre optic, smart energy services, construction and maintenance, and circular 

economy. One observation is that companies operating only locally have a narrow scope 

of operations, whereas regional companies can have a rather diversified business scope. 

None of the companies recognised themselves as national companies, even though they 

might have some nationwide business areas.  

  

Figure 5. The companies according to their target market and businesses scope 

In general, the differentiation of strategies can be observed. One interviewee notes:  
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“Maybe the strategies [of different companies] are about to differentiate to some degree. 

- - The transition in the industry has forced, and companies to have better capabilities to 

make a strategy of their own. Everyone doesn’t have to follow the same industry saga. 

Perhaps before it has been much simpler.” (I7) 

As discussed earlier, the interviewees are sensing a trend of higher focus and differenti-

ation in the municipal energy business. On the other hand, some companies are expand-

ing the number of their business lines by acquisitions and internal development (I3, I4, 

I6). In these cases, enlarging the business portfolio was seen to be inevitable, since the 

margins are shrinking in traditional business lines, especially in electricity retail and pro-

duction. Similarly, Frei et al. (2018) recognise this diversifying trend in European utilities. 

It seems that in the sample both higher focus and diversification can be observed.  

To get a sense of how the companies differentiate a question about the future course of 

business was asked. The answers can be divided into two categories – local business 

and geographical growth.  

Local business 

What was common for all interviewees was the continued focus of the asset-heavy in-

frastructure business in their local area. For all the companies, this meant a focus on 

district heating, electricity distribution, and power generation. In addition, to some, water 

business (I7, I9, I10) and fibre optic (I10) business were at the core of their future focus.  

“At least on the course of this year, we will focus on local business, and then see which 

direction we are taking, for what our resources are sufficient. - - we will not go and con-

quer the world.” (I2)  

“The shareholder value is generated in the network business. We are aiming to develop 

our network infrastructure business and electricity distribution and district heating, but 

we are also open to commercialising the telecommunication operations and restructuring 

the water business. - - We are also ready to acquire a network geographically close to 

us: infrastructure functions, electricity distribution, and district heating.” (I11) 

Many of the interviewees saw the locality to be the foundation of their existence (I2, I4, 

I5, I10, I11). Interviewees saw that there is undiscovered potential in their area when it 

comes to efficiency improvements (I5, I6, I8, I9). The existing local resources are at the 

core of companies’ business.  

“Our operations are based on local resources and capabilities. - - the future growth leans 

on the local activity.” (I10) 
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Mentioned means to keep the traditional businesses alive was mostly through pricing 

(I6), and efficiency improvements (I5, I6, I7). Furthermore, digitalisation was seen to pro-

vide tools to operate more efficiently (I2, I6). Enhancing local business, building, and 

facilitating local ecosystems was named as a focal point for some companies (I8, I10, 

I11). 

Growth opportunities 

Most of the companies have plans to grow in certain business area either in their region 

or nationally (I3, I4, I5, I6, I8, I10, I11). The focus on local businesses was not seen to 

exclude the opportunities to grow nationally. These companies saw the local operations 

to have limited growth potential and/or renewing the business portfolio necessary. How-

ever, the businesses in which the companies are aiming to grow differed. Businesses, 

where the national growth was seen as possible, were energy management services, 

circular economy, smart heat services, and solar power services as mentioned in the 

interviews. These businesses are not tied into one location but face competition.  

Energy management system refers to an intelligent system that serves real estate, bat-

teries, or electric vehicles, and supports in participating in the balancing market (I3). The 

local circular economy can be converted to national business by processing waste to 

different products (I4). Smart heat services comprise heat optimising solutions for build-

ings and heat leasing for example (I6). Solar power services are for instance delivering 

solar parks for industrial needs (I11). Not all new solutions are providing remarkable 

cashflows but are seen to potentially do so in the future.  

In the regional area, the growth potential was seen to lie in the water business (I7, I11), 

and wind power services (I8) for example. Enlarging the current geographical area via 

further acquisitions was seen as possible in the future (I7). However, the current high 

valuations of assets were seen to be problematic for immediate action (I11). Also notable 

is, that not all the companies are aiming to grow geographically but focus on their local 

activities.  

The future focus of companies can be summarised in Table 5. One can conclude that 

the focus on local network operations can be seen. However, through the restructuring, 

the strategic focuses are diverging to some extent. Diversification through new busi-

nesses and divestments in unrelated businesses have shaped the strategies in their 

unique directions.  
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Table 5. The strategic focus of municipal energy companies 

 

4.3 Driving forces in the industry 

The recognised driving forces in the Finnish energy industry are discussed. First, driving 

forces related to energy transition are considered. Second, other forces beyond energy 

transition are presented. Third, the recognised institutional pressures are discussed.  

4.3.1 Energy transition 

Many of the recognised driving forces were connected to energy transition: decarboni-

sation, digitalisation, and decentralisation. The findings are organised using these three 

categories.  

Decarbonisation 

Decarbonisation is aimed to be achieved through low through deploying renewable en-

ergy sources and efficiency improvements in the whole value chain of energy supply (Di 

Silvestre et al., 2018). Five interviewees stated a specific year when their company or 
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group is aiming to be “carbon neutral” or “fossil free”, even though this was not specifi-

cally asked. These years ranged from 2026 to 2030, and one interviewee outlined it to 

happen in the current decade. Overall, all the interviewees saw decarbonisation as re-

markable, some specified it as “the most remarkable”, driver in their business environ-

ment. Some mentioned it directly as decarbonisation or coal phase-out, some referred 

to carbon-related or sustainability.  

“I guess it is the case among all of us [in the industry] that a certain number of invest-

ments are reserved to solve the issue of climate change and low carbon or carbon neu-

trality” (I7) 

“Certain megatrends can be observed, even if they are not yet included in the sections 

of law. For example, phasing-out any kind of burning” (I9) 

Some saw phasing the fossil fuels and peat as a longer process, whereas some saw that 

quickly moving to renewables is economically wise. 

“We can be carbon neutral as early as next year, but I don’t know if it still makes sense 

to be completely carbon neutral.” (I10) 

 “It is about to be expensive to burn fossil fuels. The sooner fossils are converted to 

renewables, the better it is in terms of cash flows of the investment.” (I4) 

Under decarbonisation, some trends were itemised: 

- Renewables in power generation 

- Phasing out peat 

- Phasing out fossil fuels  

- Switching to biomass 

- Deploying waste heat  

- Energy storages. 

The share of renewables in power generation was seen to keep growing. Especially, 

wind power was seen dominant means of power generation. The increasing share of 

wind power on the market was seen to further increase the price volatility of electricity. 

 “In terms of renewables, wind power is the driver and solar power is complementary. 

Solar power works in real estate and supports certain industries. Wind power works when 

we are looking at the system level.” (I8) 

“Electricity price swings have increased and will increase. With the increase in the share 

of wind power on the wholesale market, the volatility will increase.” (I6) 
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Phasing out peat in heat production was seen as inevitable, but the schedule seems to 

be unclear. Within the last few years, the outlook of peat has changed radically. For the 

great majority, peat was not an essential fuel. However, a small amount of peat was 

needed to prohibit corrosion or due to other technical constraints. Hence, some saw 

abandoning peat as a threat to the security of supply (I5, I10). In few companies where 

peat plays an important role in the fuel mix (I1, I7, I8), the issue seemed problematic, 

especially when the plant was relatively new (I7). 

“It is somewhat unclear if there is peat available after five years or not. If there is, how 

much does it cost? Do we have to get rid of it by 100% or is it still going to take this 

decade?” (I3) 

“The change [in the national program] is fast. One can question whether the change is 

happening in a controlled manner. Will new challenges emerge when it comes to the 

security of supply?” (I10) 

In addition to peat, replacing fossil fuels was seen as urgent. According to the interviews 

in most of the companies, the share of fossil fuels in the fuel mix was overall small. In 

the sample, coal is used only in one company (I4) and is going to be replaced soon. Oil 

and natural gas are mainly used during peak heat generation (I9). Even though the peak 

production time is short, it is seen as somewhat demanding to find a replacement fuel 

(I9). One possible solution is to use biogas during peak heat generation (I6).  

Replacing peat and fossil fuels leads to an increase in biomass usage and deploying 

more waste heat. Leaning on biomass does not come without risks. On the EU level, 

biomass availability is seen as a critical issue, and biomass mobilisation is expected to 

increase (Scarlat et al., 2015). The adequacy of biomass is seen as worrying (I2, I4, I6, 

I10, I11). Due to increasing demand, the price and imports of biomass are expected to 

increase. Also, other sectors, for example, national bioproduct mills are going to foster 

the demand (I2). One company had secured the supply of wood products via an affiliated 

company abroad (I3). In addition, the companies which were geographically located “in 

the woods” did not see the threat as high (I1, I4). Also, a company that had ensured the 

fuel supply from a local pulp mill did not see the problem as critical in the medium term 

(I5). In the long term, the use of biomass is expected to be classified as non-renewable.  

“The availability [of biomass] is tricky. Certainly, those who can, patch it up by importing 

from abroad. - - eventually, the tree is no longer fully renewable and then one has to buy 

emission allowances. And that way, it will get costly. The sooner you will reduce the need 

for it the better.” (I6) 
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Deploying new waste heat sources, such as data centres, is another mean to decarbon-

ise heat production. Utilising industrial heat to replace fossil fuels in a city’s electricity 

and heat system is economically wise and improves the security of supply (Karner, 

Theissing and Kienberger, 2016). In utilising the waste heat sources more efficiently, 

waste heat storage is one option (I4, I7), but the double taxation does not incentivise its 

usage (I4). Finding new waste heat sources is dependent on the presence of other local 

industries, which produce waste heat.  

“There is a problem. Waste heat sources are located where they are located. For exam-

ple, in our city, there are no waste heat sources.” (I3) 

Cities in general have a varying synergy potential with the industry (Karner, Theissing 

and Kienberger, 2016). One company, which does not have many waste heat sources 

available, was deploying a solar heat system with heat storage and air-source heat 

pumps (I3). 

Due to intermittent renewable energy sources, especially with a rising share of wind 

power, energy storage mechanisms are expected to raise their importance (I2, I9). 

Large-scale intermittent low-cost power generation makes storing energy more profitable 

(I9). Indeed, the deployment of energy storage technology is highly correlated to renew-

able energy source deployment (Di Silvestre et al., 2018). Sample companies are piloting 

energy storage solutions (I1, I11). Hydrogen as a potential storage technology was men-

tioned (I1, I2). 

Digitalisation 

Digitalisation transforms business models and processes of energy companies through 

IoT, data analysis, and machine learning (Akberdina and Osmonova, 2021). The inter-

viewees saw digitalisation as a notable driver that will affect the energy business on a 

large scale. Digitalisation was seen as an enabler as it creates opportunities rather than 

threats. Some companies have been relatively active in the digitalisation of their opera-

tions (I5, I6, I8), whereas some companies are still scanning opportunities that digitali-

sation may offer (I2, I7, I9). Based on interviews one can conclude that digitalisation is a 

prerequisite of increasing operational efficiency for example in grid operations. In addi-

tion to this, certain interviewees saw the potential of digitalisation in generating new busi-

ness opportunities (I6, I8). Under digitalisation, one can itemise the following themes that 

emerged in interviews: 

- Data analytics 

- Robotics and automatisation  
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- Customer expectations 

- The digitalisation of internal processes 

Digitalisation is seen to have enabled the excessive utilisation of data analytics. It is 

possible to gather and view data in real-time, which has implications in monitoring, re-

mote control, operational efficiency, and decision making. It is seen to offer new market 

opportunities in energy services, for example, different kind of smart thermal services. 

Furthermore, in grid operations, digitalisation is seen to bring operational efficiency and 

help to maintain a profitable business. Digitalisation enables coupling customer behav-

iour and production control and that way leads to optimisation and energy efficiency. 

A few interviewees saw robotics as an important enabler. With robotics one can get rid 

of multiple manual tasks in remote control of the site of use, handling customer data, 

electricity trading, and production optimisation. One company aims to have no human 

workforce in the production and distribution of district heating in five years (I8). Further-

more, robotics and automation are seen to be an enabler in the customer interface. Cus-

tomer relationship management and sales are seen to become more efficient. 

“Exploitation of robotics in the energy balance has been perceived as value-generating. 

In practice, we generate thousands of euros of value every day for our business.” (I8) 

Digitalisation as a megatrend is seen to shape customers’ expectations. The optimal 

future customer experience is expected to be effortless – user interfaces must be easy 

to use and accessible twenty-four-seven. The demand for a mobile application was men-

tioned in a few interviews. Customers require energy services to be accessible on a 

mobile application.  

Digitalisation affects the internal processes as well. Remote working is seen to change 

the traditional local governing of the energy business, as it can be done from anywhere. 

Internal virtual workshops and webinars are run online. Overall, the internal processes 

are seen to become more efficient thanks to digitalisation.  

Digitalisation is seen to bring new competitors to the market. These new entrants are not 

traditional players but are specialised in data analytics (I7), for example. Digitalisation in 

the energy sector enables start-ups and smaller partiers to participate in the market, 

which has been more difficult in the past (Küfeoglu et al., 2019). One interviewee sees 

the following years to be crucial in the race to digitalise (I5). The launch of Datahub is 

one example of this: 

“We must be on the podium in taking advantage of the opportunities that Datahub 

brings.” (I5) 
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Decentralisation  

Decentralisation of energy system refers to smaller infrastructure of energy resources, 

physical assets, and ownership. Furthermore, the information, money, and energy flows 

in the energy system extend across shorter distances. (Brinker and Satchwell, 2020) 

Decentralisation of energy supply stems from increased customer participation and in-

creased demand for energy (Di Silvestre et al., 2018). The decentralisation emerged only 

in some interviewees directly (I6, I11). Based on interviews, one can conclude that de-

centralisation was seen to be the least dominant driving force from the three drivers of 

energy transition in the following years. However, some companies have been more ac-

tive in this area with their pilots (I4, I5). One interviewee concluded: 

“I think it [centralised and decentralised production mix] will be more diverse. But I don’t 

think that there will be a revolution in this matter. In some cases, the decentralised energy 

production may be well-justified, but it is often a matter of costs. In that case, one realises 

that the centralised energy supply has its advantages.” (I11)  

The themes falling into the decentralisation category are as follows 

- Distributed energy generation 

- Demand response 

- Energy communities. 

Distributed heat generation is in general seen to increase its share in national heat gen-

eration. Heat pumps are gaining market share. Geothermal heat pumps have an attrac-

tive environmental-friendly brand. Also, Paiho and Saastamoinen (2018) found in their 

study that the major challenge for Finnish district heating is to answer the increased 

competition the alternative heat solutions foster. One solution they suggest is to change 

the practices and offering around the district heating. However, the interviewees still saw 

centralised district heating to hold its position. The number of entrants providing heat 

production alternatives is expected to increase.  

“District heating is still a strong industry, even though there are geothermal and air source 

heat pumps coming in. The same companies that have earlier operated solely in district 

heating business may join heat pump business.” (I5)  

“Geothermal heat has a certain image advantage at the moment: it is somehow consid-

ered completely renewable, but it is not - - they [geothermal heat providers] have a better 

brand image, but seriously, does it make any sense that we would heat every single 

house with geothermal energy? By no means - that is insanity.” (I6) 
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“The heat [business] is interesting. Probably depending on the reactivity and cost-effec-

tiveness of every player determines whether district heating remains competitive against 

other forms of heating. I believe it does when things are done right.” (I7) 

Distributed power generation did not appear that strongly in the interviews. In power 

systems, decentralisation refers to generating and managing electricity close to the load 

centre (Di Silvestre et al., 2018). If it realises at a large scale, it can cause fluctuations in 

the electricity distribution business (I6). However, to interviewees, it seems to be a phe-

nomenon only in the long future. 

“The distributed [power] generation plays an important role if we go 20 years forward. 

But today, the distributed power generation cannot maybe be sensed.” (I6) 

Finland is a forerunner in utilising demand response and pilots are turning into commer-

cial usage, but their attractiveness to customers without larger-scale loads remains ques-

tionable (Annala et al., 2018). Demand response was seen to be needed in the future’s 

energy system (I1, I4). The electricity demand response was seen to come from larger-

scale centralised assets of an energy company, but the relevance of household partici-

pation remains uncertain (I4). However, some companies are having pilots on small-

scale demand response. Furthermore, electrical vehicles can be part of the solution. In-

dustry-scale demand response is expected to become more important. Heat demand 

response could be utilised by aggregating demand response mechanisms of individual 

real properties (I4). Small-scale heat demand response services are provided to house-

holds (I1).  

A couple of interviewees mentioned energy communities (I8, I11). They were seen to 

increase their popularity, especially when the legislation will be in place. Deploying de-

centralisation requires the support of the regulatory frameworks, as the roles and respon-

sibilities need to be defined. One interviewee emphasised the importance of recognising 

this arising ideology of cooperative: 

“I also believe in the new rise of cooperatives in the energy sector. If we energy con-

glomerates do not recognise this emerging theme, then we will appear as monolithic 

dinosaurs.” (I11) 

The overall view on the decentralised energy system can be described as reserved and 

waiting. Frei et al. (2018) find in their study on the evolution of business models of electric 

utilities’ business, that they are remarkably active in offering distributed generation ser-

vices. Perhaps the perceived potential of decentralised solutions has to do with the def-

inition of decentralisation or country-specific factors. However, municipal energy compa-
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nies with a captive customer base should have more scope to engage in the develop-

ment of distributed energy sources activities, as their competitors in purely competitive 

markets (Brinker and Satchwell, 2020).  

4.3.2 Other trends 

Besides driving forces classified under the energy transition, other driving forces affect-

ing municipal energy companies were discussed with interviewees. The trends com-

prised urbanisation, electrification, responsibility, and economic factors.  

Urbanisation 

The insensitivity and direction of urbanisation in our society were seen to affect different 

geographical areas differently. Companies operating in bigger cities or near to them saw 

urbanisation to be a neutral or positive phenomenon. Urbanisation in general increases 

the energy demand (Madlener and Sunak, 2011). In areas of migratory loss, the issue 

seems to be more negative. However, multiple interviewees (I1, I10, I11) in these areas 

brought up a new arising phenomenon: multi-locality.  

Interviewees recognised the fact that there is only a small number of migratory gain areas 

in Finland. The energy companies in provinces see a slight increase in population in 

towns, but a migration loss in provinces as a whole. When it comes to migration gain, 

the dominance of the Greater Helsinki area was widely recognised 

“Our grid plan [of our city] increases little by little constantly. There will be more residents 

here but in moderation. It won’t be like somewhere in Helsinki, of course. - - The neigh-

bouring companies see that more clearly that the number of people is decreasing.” (I3) 

Some interviewees of provincial towns itemised some implications on the energy busi-

ness (I6, I9, I10). Heat demand outlook is slightly descending, power grids are taken 

down in remote areas, and flows of material pile up in provincial centres. 

“Here we don’t have the organic growth like the companies have in the metropolitan area. 

After all, energy efficiency is going to reduce energy consumption at some rate. Sure, 

the housing gap has increased slightly over time, it has contributed to the weaken [that 

effect]. But the heat demand outlook is gently descending.“ (I9) 

“Of course, it affects the grid [business] - some areas are left outside of the network. It 

can be that, some cables must be ripped out at some point. But it is not that prominent 

now.” (I6) 

“There will be different side streams of materials in the city, which through the ecosystem 

created are exploited in that city, rather than transporting these recycled materials away 
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and importing some virgin materials to replace them. I see an ecosystem perspective.” 

(I10) 

A topic that appeared in the interviews was the increase in multi-locality. (I1, I10, I11) 

The multi-locality was seen as important in companies that were not operating in growth 

centres. It is seen as both a counterforce to urbanisation and a parallel phenomenon to 

urbanisation. One company is even part of a research collaboration on the development 

of multi-locality. The company saw that it can contribute to attracting leisure residents to 

the area by constructing the infrastructure needed.   

“It feels like the Lapland Fell Centres are filled with workers from elsewhere who spend 

free time and then work there too. - - Will this remote working and multi-locality become 

the new normal that may not restrain it [the urbanisation] but change that structure?” 

(I10) 

“In terms of our values, this urbanisation even appears to be a threatening factor because 

it is important to us that we have vibrant provinces and skills and work in places other 

than growth centres. And therefore, we recognise urbanisation as a megatrend, but we 

want to feed the counterforce – the multi-locality.” (I11) 

Electrification 

Decarbonisation plans of many sectors will lead to a larger demand for electricity in Fin-

land (Forsman et al., 2021). The electrification of society was mostly seen in a good light. 

It is seen to offer opportunities to energy companies. The electrification of transportation, 

industry and heating is seen to happen inevitably but incrementally. Overall, electrifica-

tion was seen to take place gradually. It was seen to proceed continually but not at that 

high pace. However, it is seen to have implications, especially on grid investments. 

“It makes the availability of electricity more critical. In a way, outages and substandard 

electricity become more unapproved by society. - - Overall it [electrification] has in-

creased the pressure about the fitness of the grid, and the security of supply must be 

high. And in a certain way, it is positive since it contributes to the power transmission 

volumes.” (I6) 

“Electrification is not happening that fast that it would cause a massive jump in our grid 

investments. We proceed gradually.” (I7) 

Electrification is expected to contribute to sector coupling. Furthermore, due to electrifi-

cation, storing energy was seen to become more profitable and necessary in the future. 

However, it is widely perceived to be a long way off.  
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“We have our electrical grid and district heating grid. They will be more tightly coupled in 

the future. That way we can electrify district heating, cars, and everything.” (I2) 

“Coupling sectors by utilising different networks is discussed. - - but we have to compo-

sure with it [electrification]. In Finland, we have different places to make intrinsically 

sound sector coupling. But it certainly is a trend of the future. The transportation will be 

electrified, and we are heavily involved in it and we see that it is growing and evolving. 

But the volumes are still too low that it can be called a business yet.” (I10) 

Responsibility  

A few interviewees (I6, I8, I11) mentioned responsibility or sustainability to be a driving 

force affecting their course of action. With responsibility, interviewees referred to a wider 

concept of sustainable business, not only the zero-emission aspect. The requirement for 

responsibility comes strongly from customers, both industry and households. Responsi-

bility aspect arose in discussions also indirectly when referring to preserving local vitality 

and supporting the local economy by providing jobs and supporting tourism for example. 

“It is a big driver, the responsibility overall. The responsibility of business and demon-

strating it. We are part of global CRESP reporting where actors are benchmarked with 

each other globally.” (I8) 

“To secure the future of our own business, we must promote multi-locality, because eve-

ryday leisure residents from elsewhere spend in the region, they carry money into the 

regional economy and it all indirectly appears in our group as a good development.” (I11) 

Economic factors 

Last, the impact of economic factors on municipal energy business is seen as remarka-

ble. These economic factors include both the global economy and the local economy. 

The state of the municipal economy is not seen as strong (I7, I10). The true state of the 

municipal economy is still to be seen, as municipalities have received different COVID-

19 subsidies that have eased the situation in the short term. When it comes to the global 

economy, low interest rates were a factor that was raised in the interviews (I5, I8). Low 

interest rates have been a catalyst to activate private equity investors to look for invest-

ment opportunities in Finland. Furthermore, the low-interest loan from foreign investors 

has facilitated grid investments, for instance (I8).  

4.3.3 Institutional environment 

The forces stemming coming from institutional context were present in the interviews. 

The recognised driving forces stemming from the institutional environment can be broken 
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down into three categories: coercive, mimetic, and normative as suggested by DiMaggio 

and Powell (1983). These three types of pressures coming from the institutional environ-

ment of a municipal energy company can be summarised as presented in Figure 6. It 

should be noted that the institutional pressures are partly a result of overall trends pre-

sented in the previous subchapters.  

 

Figure 6. Institutional pressures of a municipal energy company 

 

Coercive pressures 

Coercive pressures observed in municipal energy companies can be categorised to be 

- National legislation 

- EU emission trading scheme 

- Municipal politics 

- Customer needs. 

Coercive pressures coming from the national legal environment are observed as strong 

in the energy business. Political decision making is seen to be somewhat short-sighted 

and unforeseeable. Interviewees saw a conflict between the energy legislation and the 

nature of the energy business. Typically, the investments have a long payback period, 

but the legislation can take quick turns depending on the ruling government. Neverthe-

less, one interviewee saw regulation even to create business opportunities. For example, 

tightened waste tax has created business has made the circular economy a more attrac-

tive business for the company.  

The biggest concerns are related to phasing out certain fuels and electrical grid regula-

tion. The grid regulation has made long-term planning challenging. 

“What worries me most about this regulation of the power grid. Namely, going back to 

the old mode of operation where you do the cheapest thing possible when the lines crash, 
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to keep the network fees low. It is a risk. If we go wrong, that would mean going back to 

the sixties.” (I8) 

“Five years ago, we did [strategic] viewing for the next five years in grid business, as we 

thought that the regulative environment would be calm, and it would give sufficient cer-

tainty to investments. But now it [planning] is done for next two years - - it [time interval] 

has shortened really fast in such a long-term operation.” (I1) 

Regulation cornering fuels was strongly wrapped around the peat. The treatment of peat 

in legislation has tightened during the last years and the future is seen uncertain, espe-

cially concerning the speed of the peat phase-out. Also, the future of biomass and its 

legislation is seen as uncertain.  

“The political decision-making around the peat has been really peculiar. Have it been 

indecision or uncoordinated communication or whatsoever, but it has progressed pretty 

peculiarly. - - But what will happen in the future with the usage of biofuels, chips? There 

are some uncertainty factors.” (I4) 

“We are not able to trust what the world will look like in 5 or 10 years. Which fuels are 

allowed, and which are not?” (I7) 

In addition to national legislation, the EU (EU) has its directives. EU’s emission trading 

system combined with ambitious national legislation make phasing out fossil fuels and 

peat even more effective. The emission allowance prices have risen strongly and are 

expected to rise further, which will punish fossil use hard.  

“The means [to reduce emissions] are emission allowance and taxation. There is only 

one ban - the coal. A lot of people would like to ban peat too, but I don’t know if it is even 

necessary, because when the emission allowance will jump through the roof, it will take 

care of itself.” (I3) 

Municipalities as owners put coercive pressure on companies too. Some interviewees 

saw the effect of municipal politics stronger than others. In general, companies are obli-

gated by a city group guide. Furthermore, in general, at least some of the board members 

are politically elected. The city as an owner was seen to raise public interest towards the 

company, for example in the news and discussion platforms.  

Some saw the municipal board to have a political impact on the company (I1, I3, I6, I7, 

I11). The impact intensifies during the local elections. Every four years, the board 

changes, which brings uncertainty and weakens long-term strategic planning. The polit-

ical ambitions set the course. The strategic alternatives that the company proposes to 
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the board must be formed in a way that doesn’t cut jobs locally. However, not all inter-

viewees saw politics to have any remarkable impact on business (I4, I5, I9). They de-

scribed the board or the owner to be flexible, receptive, and professional. In these cases, 

making business-rational moves was seen straight-forward. Municipal ownership was 

seen to provide stability and freedom for top management when it comes to developing 

the company, which can create a principal-agent problem (I3). According to Paiho and 

Saastamoinen (2018), Finnish municipal district heating companies see the ownership 

policy as challenging. There are conflicting interests since municipalities do not neces-

sarily see district heating as business and it is not developed (Paiho and Saastamoinen, 

2018). However, the responses of interviewees did not raise this problem.  

Customer needs are seen to reflect the prevailing values stemming from megatrends. 

Interviewees saw that customers want effortlessness and flexibility from the energy ser-

vices. Interviewees did not see the majority of customers become particularly active even 

though it is discussed widely in the sector. This view is still common in the energy sector: 

energy utilities are still operating with a supply-driven mindset and see a customer as a 

“behind-the-meter load” (Heinen and Richards, 2020). The price is seen to remain as a 

primary factor. Environmental friendliness and responsibility are also seen to play a role. 

One interviewee brought up the millennials and their dissenting needs – their housing 

preferences change and the importance of matter decreases. 

“It [customer activation] will change, but it will not revolutionise. Afterall, despite what is 

being discussed, in practise the most important factor for the vast majority is the price.” 

(I3) 

The desire for effortlessness is seen to lead to the rise of servitisation. A monthly-based 

fee for comprehensive service is expected to raise its popularity. In district heating, there 

is a trend of subscription model “heat for a monthly fee”. A subscription price model is an 

emerging price model in district heating (Li et al., 2019).  Electricity retail is described to 

be a “streaming service” in the future. People are seen to need a greater sense of com-

munity in the future, and the form of community to change from a physical neighbourhood 

to a digital “tribe”. 

“The serviceability. Everything is offered as a service; the premise is that the customer 

does not have to spend money to invest in anything but to pay a monthly fee.” (I6) 

Mimetic 

Mimetic pressures arising from industry standard can be seen. Companies seem to be 

well aware of the actions of their rivals. New technologies the competitors are piloting 
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are followed. Possible divestment intentions of rivals are widely scanned. Also, the inter-

viewees themselves have a history in several companies, which may diffuse the prac-

tices in the industry as Dimaggio and Powell (1983) describe. The information is also 

gathered from consultants.  

The recent restructuring wave may partly be explained by mimicry. The electricity retail 

industry is seen to consolidate at a fast pace. Also, the corresponding moves of bigger 

players have made companies reconsider their business portfolio too. 

“Perhaps some kind of domino effect has set off. - - it [first joint ventures in electricity 

retail] formed a model of how you can rethink these things. It encouraged local policy-

makers and made them follow this model. I.e., a new type of model of thinking is formed, 

which is now strengthened.” (I11) 

Normative 

Normative pressures the companies are prone to come from expectations the society 

and stakeholders have of the municipal energy company, as presented by Geels (2014). 

Companies recognise that they have an important role to play in their area. Their role is 

to support municipalities to achieve their carbon neutrality goals by phasing out fossil 

fuels in energy production. The well-being of the region is recognised to be an important 

value and is supported for example by cooperation with local industry. Overall the local-

ness is of great importance to companies. 

“We are obliged [by the city] to be involved in all energy-related projects.” (I5) 

Many interviewees mentioned values as guiding lights of their decision-making (I1, I8, 

I10, I11). For instance, a company pays private equity investors in the form of taxable 

dividends rather than tax-deductible interest payments. For other company, finding a 

Finnish private investor was of great importance. 

4.4 Restructuring and energy transition 

As specified in chapter 4.1 the motives for specific restructuring arise from operational 

efficiency aspirations. However, according to the interviews, the motives for restructuring 

seem to have a connection to driving forces and institutional pressures specified in chap-

ter 4.3. The most important drivers were recognised to be decarbonisation, digitalisation, 

urbanisation, and economic factors. Under each driver, more concrete drivers were spec-

ified. These more specific drivers are seen to result in various implications in the munic-

ipal energy business. The relationships between the driving forces and implications are 

presented in Figure 7. 
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Figure 7. Drivers in the energy industry and their implications on municipal energy 
business 

The decarbonisation caused by climate change is a large-scale driver to restructure the 

business portfolio. It has made companies invest heavily in new renewable production 

capacity. Furthermore, the Electricity Market Act has contributed to heavy investments 

of companies. These investments have made companies consider where to focus on 

and on the other hand, which businesses to divest or outsource. To finance the invest-

ments, cooperation with financial partners may be needed in the future. 

“In 2026 we are aiming to be fossil-free. It is a big transition and investments are huge.” 

(I4) 

“We have had a hard decade and we have invested heavily.” (I3) 

As discussed earlier, the consolidation in electricity retail has led to low margins, which 

in turn has made smaller players restructure their retail business. The electricity market 

has been opened since the 90s, but the competition and restructuring have intensified 

only recently. A remarkable factor to accelerate this development has been digitalisation. 

The launch of Datahub and other information system reforms have increased develop-

ment costs drastically, which has forced companies to seek economies of scale in the 

retail business. Furthermore, customer needs are seen to change due to digitalisation. 

“The electricity retail company is going to be some sort of Netflix in the future, I guess it 

doesn’t have any employees in Finland. However, service and transactions are running 
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smoothly. Digitalisation is a key driver there. Furthermore, investing in the customer ex-

perience overall [is needed].” (I4) 

Another important factor is the increased price risk that is related to the electricity trade. 

The extremely low spot prices in Nordpool in 2020 is an example of this phenomenon, 

which makes companies consider their competence in hedging and profitability of the 

business. The increased share of wind production is seen to increase the volatility of 

prices. To conclude, the decarbonisation of power production can be seen as a driver in 

electricity retail restructuring of electricity retail.  

Digitalisation has also enabled the development of different smart services. This has 

made companies develop new offerings such as smart services in district heating, or 

wind power services. Furthermore, this has made acquiring companies specialised in 

digital offerings more attractive, for example, an energy management system start-up.  

Urbanisation and multi-locality have had their implications on restructuring activities too. 

The direction of national migration has determined which urban areas are seen to be 

attractive. Expanding geographically to migration gain areas by acquisitions is seen to 

make sense in district heating and construction business. The belief in multi-locality has 

prompted investments in the fibre business and to form a joint venture in customer ser-

vice to serve customers who have more than two apartments. Urbanisation offers com-

panies opportunities to build ecosystems in cities, for example in circular economy and 

sector-coupling systems in industrial areas.  

State of the local economy and world economy was recognised as one driver for privat-

isation made. Low interest rates have fostered the movement on the capital market to 

which the Finnish municipal companies are not immune. Finnish energy assets are at-

tractive low-risk investment opportunity, especially by foreign equity investors. The valu-

ation of shares sold has been extremely high.  

“There is now a lot of money in the world. It is brought to safety here in Finland. - - I don’t 

really know what is discussed in our city hall about our company. I assume, nothing 

serious for now, but when the sum of money [sale price] and the city’s economy is in 

trouble, it will change the course of decision-making.” (I5) 

“[in Finland,] there have been a lot of discussions about these holdings. Now even more, 

since they [companies] have been golden dreams for the owners. So, there may then be 

a willingness to revaluate these holdings.” (I2) 
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Overall, the process of municipal energy companies restructuring their business portfo-

lios to answer both efficiency demands and external drivers is supported by the theoret-

ical framework constructed in chapter 2. To conclude the results, the sensemaking pro-

cess of scanning, interpretation, and enactment is utilised. 

Scanning 

Many of the interviewees raised the internal process of recognising the signals emerging 

in their environment and adapting the strategy accordingly. Small adaptations were made 

both in shorter intervals, and larger-scale adaptations in a couple of years intervals – for 

example every three years. Signals were gathered from consultants, news, industry re-

ports, and press releases. The movements of competitors were of interest.  

The observation of the interviewer is that the scanning intensity of companies differs to 

some extent. For many, the scanning is done simultaneously with the strategy update. 

Companies continuously scan the environment both systematically and informally. One 

company even has a virtual scanning tool for the recognition of relevant driving forces. 

With this tool, forces are classified by their importance. Furthermore, the practical impli-

cations to the company’s business are evaluated.  

Interpretation 

As a result of scanning the emerging trends are found. To assess the importance, man-

agers evaluate both urgency and feasibility. Urgency is high when the cost of not acting 

on the issue is perceived as high (Dutton and Duncan, 1987). Feasibility is high when 

understanding of the issue is sufficient and the capability of the organisation to solve the 

issue is high (Dutton and Duncan, 1987). According to interviews, the recognised driving 

forces were presented in chapter 4.3. Out of all the driving forces, decarbonisation was 

seen to be the most urgent. 

Enactment 

To respond to the energy transition and other trends occurring in the field, the municipal 

energy companies can be seen to make reorienting responses by restructuring their 

business portfolio. The reorientation may include reformulations of the strategy and goals 

to realign the company to new conditions in the environment (Dutton and Duncan, 1987). 

In essence, the restructuring decisions were stemming from the renewed strategy and 

new positioning in the course of the energy transition.   
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5. CONCLUSIONS 

This chapter concludes the main findings and suggests managerial implications. Further-

more, limitations of the study are discussed. Last, the possible directions of future re-

search are proposed.  

5.1 Main findings 

The objective of this research was to gain a new perspective when it comes to studying 

energy transition and the responses of incumbent public energy companies. In this the-

sis, the focus of those responses lies in restructuring. To answer the research questions, 

11 semi-structured interviews with top management of municipal energy companies 

were conducted. The geographical focus was in Finland and the companies are or were 

municipally owned. Restructuring investigated covers restructuring taking place after 

2015, approximately. To conclude the main findings, the research questions and sum-

marised findings are presented one by one.  

- RQ1: What are the motives behind the restructuring of Finnish municipal en-

ergy companies? 

The motives can be sorted into two categories. First, the motives relating to synergies 

emerged explicitly in the interviews. Both revenue-based and cost-based synergies have 

driven mergers and acquisition, joint ventures, and divestitures. Cost-based synergies 

were believed to be realised for example by cutting overlapping administrative opera-

tions, combining customer service, joining infrastructure construction operations, and 

transferring best practices between business lines. Revenue-based synergies were tar-

geted with combined innovation resources, enlargened market area, combined efforts in 

risk management in electricity trade, better well-being of employees, and first-mover ad-

vantage, to name a few. When it comes to privatisation decisions, the weak state of the 

municipal economy and the favourable timing in terms of valuation has driven the privat-

isation decisions.  

Second, during recent years, many of the municipal energy companies have redefined 

their strategies which have resulted in a more versatile scope of different strategies in 

the industry. Updated strategies have initiated restructuring activities. The scope of the 

business portfolios has either enlarged via acquisitions or shrank via divestitures target-

ing to higher strategical focus.  
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In general, municipal energy companies are still relying largely on their traditional busi-

nesses such as electricity distribution and district heat. These operations are seen as 

stable and generate the largest portion of shareholder value. There were no divestitures 

of these businesses, only acquisitions. The acquisitions of assets in the vicinity would 

perhaps be fiercer among the municipal energy companies if the market values were 

lower.  

Some of the companies are keen to grow via other businesses that are not bounded to 

the local operations. The companies that were the most active in exploring growth op-

portunities outside their region saw the local businesses to have only limited growth po-

tential. Examples of these industries are energy management services, circular economy 

products, smart heat services, and solar power services. Furthermore, companies still 

operating in electricity retail either independently or in a joint venture, saw the customer 

base growth to be necessary for survival in the retail industry. To discover new growth 

opportunities and to develop new products and services, the companies have relied 

largely on strategic alliances. 

- RQ2: What are the driving forces affecting the municipal energy business? 

Decarbonisation, decentralisation, and digitalisation are all sensed in the industry. Out 

of these three, decarbonisation is seen as the most urgent driving force in the industry 

as it either directly or indirectly affects the municipal energy business. The national policy 

instruments on carbon mitigation and EU ETS make coercive pressure on the compa-

nies. These measures make burning fossil fuels economically unprofitable and coerce 

the companies to phase out peat in their heat production. A sufficient domestic supply of 

substitutive biomass is seen to become uncertain when the demand increases. Large-

scale decentralisation of energy system was not seen to happen shortly. Digitalisation 

however was seen to be more of a revolutionary driving force enabling operational effi-

ciency improvements and innovations. Data analytics and robotics are seen to enable 

optimisation and automation of processes and to lead to cost savings. Furthermore, cus-

tomers’ expectations are rising due to digitalisation.  

Other trends above the energy transition are urbanisation, electrification, responsibility, 

and economic factors. Responsibility and economic factors were seen to be more rele-

vant over the next few years. Responsibility is seen to be a requirement for sustainable 

and responsible business operations that improve the local well-being. Economic factors 

refer both to the somewhat weak state of many municipalities and the state of the global 

economy, and vibrant global capital markets. Electrification and urbanisation are seen to 

have a more long-term effect on the companies’ operations. The electrification of society 
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is believed to make a proof power grid more critical, and to contribute to sector coupling 

efforts the companies are making. Urbanisation is an inevitable phenomenon that will 

have a mostly negative impact on companies in immigration-loss provinces, for example 

decreasing heat demand and creates challenges to serve remote areas in power distri-

bution. The demand outlook for both energy and energy services in immigration gain 

areas seems promising. 

- RQ3: How are the recognised driving forces and companies’ restructuring 

connected? 

Energy transition has made companies differentiate their strategies to some degree. The 

energy transition and other trends affecting the energy industry have created both the 

pressure to seek cost-efficiencies and diversify the business portfolio. The decarbonisa-

tion has forced companies to make heavy investments in greener production portfolios, 

which in turn has made companies divest unrelated businesses and seek cost-saving 

efficiency improvements in current businesses. Also utilising a finance partner in acqui-

sition has eased the financing pressures of a company.  

Digitalisation has had an impact especially on restructuring the energy retail. Developing 

customer needs and the launch of Datahub make developing digital solutions essential. 

The development is costly and requires new kind of competencies. For this need, among 

the others, forming joint ventures in electricity retail has become prevalent. The econo-

mies of scale and joint resources in product development were seen as a key benefit of 

joint ventures and indispensable in modern electricity retail. Furthermore, the large-scale 

consolidation is self-feeding and is expected to continue on its course. In addition to 

electricity retail, digitalisation has enabled the pursuit of new business areas such as 

energy management services and smart heat services, from which the former was initi-

ated through an acquisition.  

Urbanisation has had an impact on the attractiveness of acquisition targets. Larger-scale 

acquisitions were mostly made in areas where the number of inhabitants is expected to 

increase. Some of the provincial companies are emphasising multi-locality in their strat-

egies. The trend is expected to bring opportunities for example in the fibre optic business. 

The municipal economy has been a major driver for privatisations made. As the valua-

tions are high, the timing to release equity has perceived to be optimal by the municipal-

ities. Due to the weak state of municipal economies, further privatisation transactions are 

ought to take place in the future.  
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5.2 Managerial implications 

The findings of this thesis may provide insights for managers on the energy sector, and 

specifically for management in the municipal energy companies. First, the thesis pro-

vides an overview of forces that Finnish municipal energy companies are prone to. The 

intensity of these driving forces is evaluated by top management and hence can be in-

terpreted to represent an actual view of the actors in this playground. Second, it can 

inspire to seek different restructuring possibilities and assessing their suitability in terms 

of different strategic goals. The strategic implications of the energy transition and other 

forces in the municipal energy business can be summarised as follows:  

- Municipal energy companies seem to pursue increasing scope of different 

strategies.  

- The local network business under natural monopoly is perceived to hold its 

strong cash-generating position. 

- Heavy investments in decarbonising the energy mix are needed since burning 

fossil fuels is getting increasingly unprofitable. 

- Moving to biomass is seen to be the solution to replace fossil fuels in the short 

term but in the long term, may get problematic due to unbalances in domestic 

supply and demand. 

- Due to investment needs, companies have divested unrelated or unprofitable 

businesses and increased the focus. 

- In addition to local businesses, geographical growth is sought in the provincial 

territory with the help of M&As. 

- Above the traditional business, such as in solar solutions and smart heat ser-

vices, companies target national growth. To launch new businesses acquisi-

tions of specialised companies have been made, and strategic alliances in 

development have been arranged. 

5.3 Research quality assessment and limitations 

To assess the quality of the research, reliability and validity, and generalisability must be 

evaluated (Leung, 2015). High reliability and validity enhance the trustworthiness, rigour, 

and quality of the qualitative paradigm (Golafshani, 2015). Research is reliable when it 

can be replicated and the same findings were to be found (Saunders, Lewis and 

Thornhill, 2019, p. 214). In qualitative research, a higher degree of reliability can be 

achieved when the data is revisited multiple times in different circumstances (Roberts 
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and Priest, 2006). During the research process, recording and transcribing the data 

helped to conduct more rigour analysis. Furthermore, when handling and analysing the 

data specific codes were created and revisited, which improves the reliability (Roberts 

and Priest, 2006).  

Semi-structured interviews as a means of data collection may pose threats to reliability. 

In semi-structured interviews, both interviewer bias and interviewee bias may weaken 

the reliability of the research. Interviewer bias occurs when either verbal or non-verbal 

behaviour of the interviewer may affect the way the interviewee responds, or weaken the 

interviewee’s trust in the interviewer. (Saunders, Lewis and Thornhill, 2019, p. 447) The 

interviewer bias was aimed to be minimised by not commenting on the responses or 

avoiding any strong reactions to interviewees’ responses. Moreover, allowing some si-

lence between the questions enabled the interviewee to add something to their response. 

Interviewee bias can either stem from interviewer bias, namely perceptions about the 

interviewer, or due to the intrusive nature of a semi-structured interview. The interviewee 

may not want to reveal some sensitive information leading to revealing only a partial 

picture of the situation or a socially desirable version of it. (Saunders, Lewis and 

Thornhill, 2019, pp. 447–448) To control the interviewee bias a relaxed discussion set-

ting was built, and the anonymity of the interviews was emphasised. Some of the inter-

viewees were more open to sharing confidential information and some were more re-

served, which is understandable due to confidential nature of future strategical moves. 

Sensing when the interviewee did not want a topic to be discussed further was seen as 

important not to damage the trust built in the situation. On the whole, sufficient depth in 

answers was obtained, and no remarkable interviewee bias emerged. 

In qualitative research, validity refers to the suitability of the tools, processes, and data 

gathered to achieve the desired outcome (Leung, 2015). Internal validity assesses if the 

study investigates what is meant to whereas external validity assesses the applicability 

of the study to the external to the study setting (Malterud, 2001). For the research to be 

valid, the chosen methodology should help to answer the research question (Leung, 

2015). Even though the study solely relies on one method to gather the data, the study 

fulfils its purpose. The goal of the study is to explore the perceptions in the management 

and their sensemaking rather than objective truth. The interviewees are expected to have 

extensive expertise and the majority of them have experienced the events when they 

took place in the past, and therefore the information obtained from the sample is evalu-

ated to be trustworthy. There are still threats to the internal validity that arise from past 

events the interviewees have experienced and hence their opinions and responses are 

altered, or from ambiguity about causal directions (Saunders, Lewis and Thornhill, 2019, 
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p. 215). The influence of past events is present in this study as the interview topics were 

largely about historical experiences. The interviewees’ personal opinions may bias the 

responses. Furthermore, the background and prior knowledge of the researcher may 

hamper the validity of the research. The researcher's familiarity with the topic may lead 

to overlooking some nuances in data and lead to distortions in the process of analysing 

and interpreting the data (Roberts and Priest, 2006). The researcher has neither exten-

sive prior industry knowledge nor personal connections to the interviewees and hence 

no major preassumptions of the results were made.   

In terms of external validity, the results are seen to be well generalised in the Finnish 

municipal energy business, as the sample presented members of top management of 

various organisations. It can be questioned whether the results could be applied to other 

sectors or geographical areas. In essence, the high degree of generalisability of qualita-

tive research is usually not expected as the study is in a certain population or context 

(Leung, 2015). To generalise the findings in another context, further research is needed. 

Overall, the study has potential limitations in addition to possible biases presented 

above. The sample size, mono method, time constraints, and limited amount of prior 

research are the major limitations of the study and should be kept in mind when inter-

preting the results. Interpretations and generalisations were to be done with a rather 

small sample which may leave out dissenting views. When it comes to method choice, 

the most important driving forces were recognised but the method did not allow exploring 

the magnitude of these drivers. Only an indicative assessment can be done about the 

relative importance of drivers based on the interviews. Including a Likert scale or other 

numerical measures in the survey would have allowed this kind of review. The time con-

straints of the research prohibited carrying out longitudinal research which would have 

allowed measuring the change in the companies over time. The lack of prior research on 

this specific topic made it difficult to compare and discuss the results in the bigger picture. 

However, the research gap was one of the motives to conduct the research. 

5.4 Proposals for future research  

This research can act as a basis for further research on incumbents’ strategic responses 

to the recognised driving forces and institutional pressures. Conducting a longitudinal 

study on the topic would reveal the long-term impacts of restructuring. The financial suc-

cess of the restructuring could be analysed and implications for intra-firm culture could 

be analysed.  
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Furthermore, the ownership shift from municipalities to private equity owners should be 

further researched as it got less attention in this study. Especially when time passes and 

more cases occur, the impact of privatisation on business attributes could be evaluated. 

Moreover, the societal impacts could be evaluated, as the energy supply is a crucial part 

of society and stimulates debate in the public. 
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APPENDIX A: INTERVIEW STRUCTURE 

Originally in Finnish 
 

Introduction 

- The usage of data gathered 

- Can the interview be recorded? 

- Definition of restructuring in this thesis 

Restructuring made  

- What kind of restructuring have you done in recent years? 

- What were the motives behind the restructuring? 

- Were any other options considered? If yes, why this option was seen to be 

the best? 

Driving forces 

- Which driving forces do you see to have the most impact on your company/ 

in your area? 

- How do you see the restructuring to be connected to the energy transition or 

other trends? 

- How do you see the regulation to impact your business? 

- What kind of influence does the city/municipal have on your business and 

decision-making? 

Future focus 

- What is the future focus of your company? 

- Do you see yourself as a local or national player? 


