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ABSTRACT

Over the past two decades, Rwanda's economy has experienced significant growth in infrastructure
development and policy improvements. This growth has been accompanied by an increase in foreign
investment, with companies expanding their operations in the country. Foreign Direct Investment (FDI) is a
critical area of interest for many developing countries, as it brings economic benefits to the host nation. In
emerging economies, such as Rwanda, the renewable energy sector has played a critical role in driving
economic growth. Despite the global property market experiencing a bubble, the renewable energy market has
remained strong, with demand for middle to high-income housing remaining steady. This study focused on the
effect of FDI on the financial performance of the energy sector in Rwanda, with MOBISOL Rwanda Ltd as the
case study. The study examined how corporate governance elements, trade openness, market size, return on
investment, exchange rate, and inflation affect the financial performance of the energy sector in Rwanda. The
study utilized a descriptive research design to investigate the financial performance of the energy sector in
Rwanda, with MOBISOL Rwanda Ltd as the case study. The target population consisted of 112 employees of
MOBISOL, which has significant foreign ownership in Rwanda. The sample size was determined using stratified
random sampling, and 88 respondents were selected for the study. Descriptive statistics were used to analyze
the data, with the arithmetic mean and standard deviation used to analyze descriptive data. Additionally,
inferential statistics were utilized to find correlations among the explanatory variables. Pearson's product
moment correlation and stepwise regression were used to examine the relationship among variables. F-tests
were used to test the hypotheses in the study. To ensure the validity of the statistical analysis, tests of statistical
assumptions were conducted prior to data analysis. The study used SPSS Statistics Version 21.0 software to
facilitate data analysis. Descriptive statistics such as frequencies, percentages, means, and standard deviations
were used to analyze the data, while inferential statistics were conducted using Spearman rank correlation
coefficient and multiple regression. The findings of the study were presented in tables, providing clear insights
into the relationship between variables.
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INTRODUCTION

Over the last few decades, Foreign Direct
Investment (FDI) has been a major source of
investment capital for developing countries, and a
significant factor in global finance due to the
increasing globalization of capital markets. Many
developing countries view FDI as a vital means of
stimulating economic growth, which has led to the
introduction of policies such as subsidies to foreign
corporations and import duty exemptions to

encourage the influx of FDI (Ezeanjeji & Ifebi, 2016).

FDI can take several forms, including horizontal
foreign direct investment, which occurs when a
company undertakes the same activities abroad as at
home, vertical foreign direct investment, in which
different levels of activities are relocated overseas,
and conglomerate foreign direct investment, in
which a company expands its operations overseas
through both Greenfield and acquisition (O'Connor,
2013).

Foreign Direct Investment also differs in terms of
its objectives, which can be resource-seeking,
performance-seeking, or market-seeking (Spatz &
Nunnenkamp, 2014). These different forms and
objectives of FDI have significant implications for
both the host country and the investing company.

The impact of Foreign Direct Investment (FDI) on
the economy is still a subject of debate. Some studies
suggest that the effects of FDI depend on the sector
of the economy to which it is directed, while others
attribute its impact to the linkages that exist
between the global and local economies. Aykut &
Sayek (2015) found that FDI in the manufacturing
sector has a positive impact on the economy, while
FDI in the primary or service sector has a negative
impact. The study also indicated that FDI in the
manufacturing sector brings in technology and
expertise and makes use of local resources, whereas
FDI in the primary sector is export-oriented and uses
fewer local goods.

In the renewable energy sector, Anop (2010)
identified GDP, infrastructure, and human capital as
determinants of foreign investment in the sector. To

attract foreign investment, governments invest
heavily in infrastructure development, including
transport networks and social services. This, in turn,
leads to the growth of satellite towns, prompting
businesses to move their operations to these areas.
As the demand for commercial and residential
properties increases, the renewable energy sector
can capitalize on this opportunity and contribute to
increased investment in the renewable energy
sector and a rise in housing prices (He & Zhu, 2010).

In Sub-Saharan Africa, a big market has been
visible as attracting FDI flows, even as inflation has
discouraged FDI flows (Obwona, 2011). research in
different African international locations know-how
that trade openness play a wonderful position in
attracting FDI (Aoki 2010; Busse, 2015). recent
studies have started out to understand the
significance of non-traditional factors along with
(Dikova, 2011)

specifically due to the fact FDI in growing nations is

globalization and governance
transferring from marketplace-in search of and aid-
searching for which can be horizontal to extra
vertical efficiency-looking for FDI (Campino, 2010). In
these kinds of studies, the role of governance
elements nonetheless remains in large part ignored
specifically because of the dearth of pleasant
information on corporate governance measures and
corporate
governance framework depends on the felony, tax,

signs. evaluation knowledge that
regulatory, and institutional environment in a rustic
(IMF, 2011; UNCTAD, 2012). In 2012, FDI flows to
growing economies exceeded the ones to evolved
nations by using $ 142 billion amounting to $703
billion in 2012 from $§ 735 billion in 2011 and
representing fifty two percent of global FDI inflows.
Asia and Latin the usa endured to be the exceptional
vacation spot of FDI with $ 407 billion and S 244
billion respectively, at the same time as FDI inflows
to Africa slightly extended to $ 50 billion in 2012
from S 48 billion in 2011 (National Bank of Rwanda,
2012).

Foreign Direct Investment flows to developing
countries in Asia decreased by 7% to $407 billion in

2012. This decline was observed across all sub-
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regions but was most significant in South Asia, where
FDI inflows fell by 24%. However, China and Hong
Kong (China) remained the second and third largest
FDI recipients worldwide, while Singapore, India, and
Indonesia were among the top 20. Labor-intensive
manufacturing in lower-income countries like
Cambodia, Myanmar, the Philippines, and Vietnam
continued to attract FDI due to continued intra-

regional restructuring.

In 2012, FDI inflows were partly driven by
investments in the extractive sector in countries
such as the Democratic Republic of the Congo,
Mauritania, Mozambique, and Uganda. At the same
time, there was an increase in FDI in consumer-
oriented manufacturing and services, reflecting
demographic changes.

The FDI
characterized by a significant concentration of

landscape in Rwanda has been

investment in the mining sector, while the
manufacturing sector has seen a higher number of
investment projects but of lower value, accounting
for only 41% of the total from 2003 to 2009
(UNCTAD, 2010). This raises questions about the
extent to which FDI drives FDI inflows in Rwanda, as
the picture varies depending on whether the analysis
is based on investment values or investment cases

(UNCTAD, 2010).

However, existing literature on the determinants
of FDI has left gaps in addressing the growth of FDI
inflows in Rwanda, especially in the energy sector, as
it heavily relies on traditional determinants in
empirical analysis. Therefore, this study aims to
bridge this gap and explore the factors that influence
FDI in Rwanda's energy sector.

Statement of the Problem

Rwanda has become an attractive destination for
multinational corporations, especially in the
renewable energy sector. This can be attributed to
factors such as a growing middle class, highly
educated population, improved infrastructure, and
strategic location as the headquarters for many
MNCs and organizations. As a result, the country has

seen an increase in both public and private

renewable energy projects, as well as more
multinational corporations moving into the country

(World Bank Doing Business Report, 2015).

However, despite its strong and diverse
economy, Rwanda has struggled to attract significant
levels of foreign direct investment (FDI) in the last
decade. This has made it an interesting case for the
development and testing of FDI theories, given its
high level of governance risk and complex tax regime
(UNCTAD, 2012). Despite being one of the strongest
and most diverse economies in the East African
Community (EAC), Rwanda has lagged behind in FDI
growth compared to other EAC countries. Its FDI
levels, as a percentage of GDP, have not surpassed
either the developing countries average or the sub-
Saharan Africa average. In the period from 2009-
2013, Rwanda's FDI
compared to the developing countries average of
29.4% and the Africa average of 32% (UNCTAD, 2013;

World Bank, 2013).

average was only 7.1%,

Foreign Direct Investment (FDI) is widely believed
to have a positive impact on a country's economic
growth. However, the success of FDI is contingent
upon various factors, including but not limited to the
effectiveness of government policies, the level of
competition, and the availability of investment
capital. FDI is particularly valuable in developing
sectors that require significant capital, which may
not be feasible through other sources of funding
such as government subsidies or local private
investments. The renewable energy sector is a prime
example of such a sector. By attracting FDI, a country
can potentially accelerate its transition to renewable
energy sources, which could yield numerous
environmental and economic benefits in the long
run.

Energy is one of the most critical factors that can
contribute to a country's economic development,
but it needs to be complemented by other essential
elements such as infrastructure, financial systems,
and government regulations. However, due to the
significant investment required in this sector, relying
funding and local private

solely on public

investments may not be sufficient to achieve a
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country's short- and long-term energy goals. Foreign
investment is, therefore, essential to contribute to
the success of these objectives.

In Rwanda, the under exploitation of the
renewable energy sector can be attributed to various
factors, including insufficient capital. It is, therefore,
necessary to conduct an analysis to determine the
extent to which Rwanda is encouraging foreign
investors to invest in this sector and the level of
motivation these investors have to respond to this
call. The researcher believed that there is a
correlation between the impact of FDI and the
economic performance of the renewable energy
sector, and this relationship could be measured
through a comprehensive study.

LITERATURE REVIEW

Market Size and financial performance

A country's strong and stable GDP is often viewed
as a factor that can attract new investors and secure
FDI in the long run (Thanyakhan, 2014). Several
studies have suggested a potential correlation
between market size and the volume of inward
investment (Anderson, 2009; Buch et al.,, 2014;
Dunning, 2016; Kim, 2014). Kim (2012) used GDP as
a proxy for market size to represent the location or
internalization benefit of host nations and found that
GDP was a significant determinant of FDI in the host
countries. Market size also represents the region-
specific advantage of the host nations, and national
income level is important to consider, particularly for
market-seeking FDI in developing countries (Guerin,
2016; UN, 2014). While the inflow of FDI in
developing countries is often seen as market-
seeking, rather than resource-seeking (Dunning,
2009), other studies have found that the size of the
economy does not always determine FDI inflows
(Edwards, 2011; Jaspersen et al., 2013). Therefore, a
positive relationship between FDI inflows and
market size of the Rwandan economy was expected.
Gross Domestic Product growth (annual %) and GDP
per capita were used as measures of market size in
this study.

Ayanwale (2017) highlights that the determinants
of FDI
development, and stable macroeconomic policy.

include market size, infrastructure
Other studies for developing countries, such as
Petrochilas (2013), Root and Ahmed (2014),
Schneider and Frey (2009), Torrisi (2010), and
Wheeler and Mody (2011), have also identified
market size as a significant factor in attracting FDI. In
Rwanda, Kinuthia (2010) notes that most foreign
corporations are market-seeking, with market size
and  economic  stability

being  important

determinants.

According to Morisset (2013), market-seeking FDI
is likely to benefit from a large market. In earlier
studies, GDP has been used as a proxy for the size of
the market and considered a significant factor in
attracting FDI (Martinez-Zarzoso, 2013; Martinez-
Zarzoso & Nowak-Lehmann, 2014; Pelletiere &
Reinert, 2014). Pelletiere and Reinert (2014) argue
that a high level of income in the host country
indicates a high level of production, which increases
the availability of investment. Therefore, the size of
the market, as proxied by GDP, is an essential
determinant of FDI inflows into Rwanda.

Conceptual Framework

In light of the previous discussion on FDI theories,
a conceptual framework was developed by selecting
variables based on the gaps identified in the
literature, the proposed analysis of FDI in the energy
sector of Rwanda's economy, and the availability of
data for analysis. The variables selected are crucial in
determining the flow and growth of FDI in any
country. The expansion of the market size of an
economy is expected to attract more investors. An
increase in openness, denoted by total trade as a
percentage of GDP, leads to more trade with other
countries and thus attracts more foreign investment.
Governance, both corporate and political, and the
management of macroeconomic stability indicators
such as exchange and inflation rates, determine the
final value of returns on investments in a country and
are therefore important determinants of FDI inflows.
The assessment that follows will demonstrate the
variables in

these selected

significance  of
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determining the FDI flow and growth in the energy
sector of Rwanda's economy.

Corporate Governance
= Voice and Accountability

=  Government Effectiveness
= Regulatory Quality

Market Size of the Economy

Performance
= Net FDI Inflow as a

= GDP
= GDP Per Capita
=  GDP Growth Rate

Trade Openness
= Imports as Percentage of GDP >

Percentage of GDP
= ROE
= Profit

= Exports as Percentage of GDP

Intervening Variable

Exchange Rate
Inflation Rate

Independent Variables
Figure 1: Conceptual Framework

METHODOLOGY

This chapter describes the methodology that was
used in the study. It contains the research design,
target population, size and
procedure, data

procedure, validity, and reliability analysis as well as

sample sampling

collection instruments and

the data analysis methods.

Research design is an overall plan for the
methods to be used to collect and analyze the data
of a research study (Hair et al., 2009). Cooper and
Schindler (2011) state that research design explains
the logic behind the research method, the research
techniques as well as the research instruments or
the research format. It is a detailed blueprint used to
guide a research study towards its objectives. This
study adopted descriptive research design.

The descriptive research design was chosen
based on the research objectives and the fact that
data and information can be obtained using the
method without changing the environment (Coon,
2014).

Target population in statistics is the specific
population about which information is desired.

314

Dependent Variable

According to Ngechu (2014), a population is a well-
defined or set of people, services, elements, and
events, group of things or households that are being
investigated. This definition ensures that the
population of interest is homogeneous. And by
population the researcher means the complete
census of the sampling frames. According to
Mugenda and Mugenda (2009), target population in
statistics is the specific population about which
information is desired. The target population
describes subjects or individuals who share similar
character traits. It is the population to which the
study findings are generalized (Kombo& Tromp,
2010). The target population was 112 employees of
MOBISOL which has with
ownership in Rwanda.

significant foreign

Sampling is defined as the process of selecting
several individuals for a study in such a way that they
represent the larger group from which they are
selected (Mugenda & Mugenda, 2013). In this study,
the proportionate stratified random sampling was
used which was cash on the stratum’s share of the
total population to come up with the sample in each
stratum.
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The choice of a sample size is mainly cash on the
need for accuracy required by the researcher and the
degree of variation (Saunders et al., 2009). A total of
88 respondents constituted the sample size for this
study. The sample size was statistically calculated
using Slovin’s formula

n=N/1+N (e)?

Where;

n is the sample size,

N is the population size (112)

e is the desired level of precision (0.05)

1+112 (0.05)?

Data from the sampled respondents were

collected structured questionnaire.
(2009),

guestionnaires are effective tools for collecting data

using a
According to Mugenda and Mugenda

in survey studies. The questionnaire used in this
study was designed to facilitate the collection of data
that was relevant to the study objectives. It was
structured in a way that ensured the questions asked
were clear, concise, and easily understandable.
Additionally, the questionnaire included a 5-point
Likert scale to enable respondents to provide their
opinions on various topics related to the study. This
approach provided a standardized way of collecting
data, which made it easier to analyze the responses
and draw meaningful conclusions.

The researcher obtained all necessary permits
and consents before collecting data. The process
began by obtaining an official letter of introduction
from the university. The management of MOBISOL
was then contacted, and their consent was obtained
to conduct the study. Once permission was granted,
the research questionnaire was issued to the
sampled respondents through the heads of the
credit department at each bank branch. The
respondents were given approximately five working
days to complete the questionnaire, after which it
was collected. This process ensured that the
participants were aware of the purpose of the study,
and that their
Additionally, it helped to establish a good working

participation was voluntary.

relationship with the management of MOBISOL and

the sampled respondents, which increased the
likelihood of obtaining accurate and reliable data.

A pilot study was carried out prior to the main
study with the aim of determining both the reliability
and validity of the research instrument. The piloting
was done amongst randomly selected officers
working with Rwanda Energy group in Kigali town.
The choice of Kigali town was in order to ensure that
the participants of the pilot study will not be going to
take part in the main study.

Validity and reliability are critical components of
research methodology. Validity refers to the extent
to which research findings can be accurately
interpreted and generalized to other populations. It
also pertains to the degree to which research
instruments measure what they are intended to
measure (Sekaran & Bougie, 2011). In contrast,
reliability is a measure of the consistency of the
results obtained from a test or research instrument.

To test the validity and reliability of the research
instrument (questionnaire) used in this study, a pilot
test was conducted. This process involved engaging
supervisors and experts to review the questionnaire
items to determine their appropriateness of content
and identify areas that required modification to
achieve the study objectives. This approach is
consistent with the recommendations of Remenyi et
al. (2009) and helped to enhance the validity of the
questionnaire by ensuring that the questions
accurately measured the constructs of interest. The
pilot test also helped to identify and correct any
in the
guestionnaire, thereby increasing the reliability of

potential sources of bias and errors

the data collection instrument.

According to Nunnally (2014), a measure is
considered reliable if it is repeatable and free from
random influences that could cause measurements
to vary from one occasion to another or from one
circumstance to another. These random influences
are considered a source of measurement error.
Orodho (2015) defines reliability as the degree to
which a measure is free from random measurement

error. It is calculated as the ratio of the true score
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variance to the observed score variance, since each
observed or measured score is composed of both a
true score and measurement error. Reliability testing
is important to ensure the quality of an instrument
and to confirm that it is free from error. Common
estimates of reliability used in research include test-
retest, which examines whether the same question
receives the same response over time, and
Cronbach's alpha, which is a widely used reliability
coefficient. Cronbach's alpha estimates test score
reliability from a single test administration using
information from the relationship among test items.
It measures the squared correlation between
observed scores and true scores and applies to
various types of items, such as those scored
dichotomously or with a Likert-type scale (Webb et
al,, 2016). In this study, the reliability of the
instrument was assessed using Cronbach's alpha
coefficient, with an acceptable reliability coefficient
of 0.7 or higher, as recommended by Nunnally et al.
(2014).

To ensure the validity of the analysis, the
researcher first verified the completeness of the
filled questionnaires and only included those that
appropriately filled.
facilitated using the Statistical Package for Social

were Data analysis was
Sciences (SPSS) Version 21 software. Descriptive and
inferential statistics were used in the analysis,
employing both quantitative and qualitative

approaches.  Quantitative data from the
guestionnaire was coded and entered into the

computer for computation of descriptive statistics.

Qualitative data from an open-ended question
was categorized into themes according to the
research objectives and reported in narrative form
alongside the quantitative presentation. The
gualitative data was used to supplement the
guantitative data and

provide a more

comprehensive analysis.

Moreover, inferential statistics were conducted

to determine the nature and strength of
relationships between the independent, intervening,
and dependent variables using regression analysis.

These analyses were linked to specific research

questions in the study. The results of the inferential
analysis allowed for the inference of the collected
data to a more generalized condition.

The regression analysis looked at the following
model:

Y =a+B1X1 +B2X2 +B3X3 + 1
Y= Dependent variable — NPL
a = Intercept, which is the value of Y when X
values are zero
p=Error term normally distributed about the
mean of zero
B = Coefficient of the Disbursement
X1 = Corporate governance
X2 = Market size
X3 = Trade openness

B1,B2 and B3 are coefficients

Two assumptions were taken into consideration for
the model on the error term e.
= Errors were assumed to be independent
identically distributed.
= Errors are normally distributed with mean
zero and variance as a constant.

FINDINGS

Table 1 presented the responses of the study
participants to several questions related to the effect
of market size on FDI inflows. All of the respondents
(100%) that the level
development in a country may affect the growth and
sustenance of FDI. Additionally, 98.2% of the
participants agreed that the broadening of financial

agreed of economic

markets to facilitate trading in financial instruments
can accelerate FDI inflows.

When asked about Rwanda's potential in terms of
low-cost labor and vast natural resources in
encouraging FDI, 66.8% of the respondents agreed,
while 31.5% were uncertain. Moreover, 94.5% of the
participants agreed that when the size of the market
of the host country has grown large enough, it can

become a target for the inflow of FDI.

In terms of the direct impact of market size (GDP

size) on the expected revenue of foreign investment,
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65.4% of the respondents agreed with the
statement. However, 61.9% of the participants
agreed that the market size of the Rwandan
economy (measured by GDP) is too small to warrant
growth of foreign investment.

These findings suggest that the size of the market
plays a significant role in attracting FDI in the

Table 1: Market Size of the Economy

renewable energy sector in Rwanda. Additionally,
low-cost labor and abundant natural resources are
also important factors for attracting foreign
investors. However, the relatively small market size
of the Rwandan economy may hinder the growth of
FDI inflows.

SA Disagree Uncertain Agree SA

Level of economic development in a country may
affect growth and sustenance of FDI

Broadening of financial markets to facilitate financial
instruments can accelerate FDI inflows

When the size of the market of host country has grown
large enough, the host country can become the target
for the inflow of FDI

Market size (GDP size) directly affects the expected
revenue of the foreign investment

Rwanda incredible potential in terms of low-cost labor
and vast natural resources can encourage FDI

0.00% 10.40% 6.20% 70.80% 12.50%

0.00% 0.00% 0.00% 52.10% 47.90%

0.00% 0.00% 12.50% 50.00% 37.50%

0.00% 0.00% 1.80% 40.00% 58.20%

0.00% 1.80% 9.10% 34.50% 54.50%

Trade Openness on financial performance of the
renewable energy sector

The fourth objective of the study was to examine
the effect of trade openness on the financial
performance of the renewable energy sector in
Rwanda.

The findings in Table 2 revealed that the majority
of respondents agreed that liberalizing trade can
attract more FDI to Rwanda, with 98.2% indicating
their agreement. Additionally, 91% of respondents
agreed that the ease of starting a business can
influence the speed of seizing new investment
opportunities in a country. Almost all respondents

Table 2: Trade Openness

(98.7%) agreed that global integration can drive
growth in FDI inflows to Rwanda, while 88.9% agreed
that Rwanda's economic environment is open to
global integration.

Regarding trade policies, 50.16% of respondents
agreed that Rwanda has good trade policies that
allow free movement of goods and services.
However, when asked about restrictions on capital
repatriation by foreign investors, 45.4% agreed while
45.5% were uncertain. These findings suggest that
while there is potential for trade openness to attract
FDI to Rwanda, there may be room for improvement
in terms of policies related to capital repatriation.

More FDI can be attracted in Rwanda through
liberalizing trade to attract foreign investment

How easy or difficult it is to start a business, influence
speed of new opportunities in investment in Country
More global integration can drive growth of foreign
investment inflows in Rwanda

Rwanda economy is import oriented and openness
may be successful in encouraging FDI flows

Rwanda economic environment is open to global
integration which can lead to FDI growth

SA Disagree Uncertain Agree SA
0.00% 10.40%  6.20% 70.80% 12.50%
0.00% 0.00% 0.00% 52.10% 47.90%

0.00% 0.00% 12.50% 50.00% 37.50%

0.00% 0.00% 1.80% 40.00% 58.20%

0.00% 1.80% 9.10% 34.50% 54.50%

317 The Strategic Journal of Business & Change Management. ISSN 2312-9492 (Online) 2414-8970




Regression Analysis

Regression analysis was done to examine the
effect of foreign direct investment on the financial
performance of the renewable energy sector in
Rwanda.

Model Summary

Multiple regression analysis was employed to
investigate the relationship between the dependent
variable, which is the financial performance of the
renewable energy sector in Rwanda, and the

Table 3: Model Summary

independent variables, as well as the mediating
effect of intervening variables.

The model summary in Table 3 presents the R-
squared value, which is the most reliable measure of
the goodness of fit of the model. The results show
that the model accounted for 72.4% of the variance
in the financial performance of the renewable
energy sector, indicating that the model is successful
in explaining the relationship between the
independent and dependent variables.

Model R R Square Adjusted R Square Std. Error of the Estimate
1 .8422 724 .668 .130
a. Predictors: (Constant), Corporate governance, market size, trade openness

Table 4 presented the results of Analysis of
Variance (ANOVA) which is used to assess the overall
significance of the model. The p-value, which
indicates the probability of getting a result as
extreme as the one observed, is less than 0.05 (p <
0.05), specifically 0.000. This suggests that the model

Table 4: ANOVA®

used in the study is statistically significant in
explaining the variation in financial performance of
renewable energy. Therefore, there is a positive
significant relationship between FDI and financial
performance of renewable energy, and the model is
a good fit for the data.

Model Sum of Squares df Mean Square F Sig.
Regression 5752 3 192 11.388 .000°
1 Residual 1.379 82 .017
Total 1.953 85

a. Dependent Variable: Financial performance

b. Predictors: (Constant), Corporate governance, market

size, trade openness

The results presented in Table 4 demonstrated
that FDI inflows have a mean value of 0.979 units,
holding all other factors constant. The findings also
show that a unit increase in inflation rates decreases
the financial performance of renewable energy by
0.521 units, but this result was not statistically
significant at the 5% level (p > 0.05). Conversely, a
unit increase in exchange rates leads to an increase
in FDI inflows by 0.30 units, and this finding was
statistically significant.

Corporate governance was found to have a
positive effect on financial performance, with a unit
increase in corporate governance resulting in a
0.082-unit increase in financial performance. This

result was statistically significant (p < 0.05). Similarly,
market size was positively associated with financial
performance, with a unit increase in market size
leading to a 0.07-unit increase in financial
performance. This finding was also statistically

significant (p < 0.05).

Finally, trade openness was found to have a
positive effect on financial performance, with a unit
increase in trade openness leading to a 0.071-unit
increase in financial performance. This result was
statistically significant at the 5% level (p < 0.05),
indicating that trade openness can have a significant

impact on the financial performance of the

renewable energy sector in Rwanda.
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Table 5: Coefficient results

Model Unstandardized Standardized t Sig.
Coefficients Coefficients
B Std. Error Beta
1 (Constant) 979 231 1.973 .106
Corporate governance .082 .009 444 1.815 .009
Market size of the economy .07 .017 1.075 3.159 .025
Trade openness .071 .240 .230 .850 .028

From the data in the above table the established regression equation was

Y =0.979 + 0.082 X1 + 0.153 X3 + 0.204 X4

Summary of the Findings

The objective of this study was to assess the
impact of corporate governance on the financial
performance of the renewable energy sector in
Rwanda, with a focus on indicators such as voice and
stability & absence of

accountability, political

violence, government effectiveness, regulatory
quality, rule of law, control of corruption, and level
of taxation. The study also aimed to determine the
relationship between corporate governance and FDI

inflows in Rwanda.

The study found that corporate governance has a
significant impact on FDI inflows in Rwanda,
although the relationship was not significant. The
findings suggest that better corporate governance
practices are positively associated with FDI inflows in
the renewable energy sector of Rwanda. The
indicators of corporate governance, particularly
voice and accountability, political stability & absence
of violence, government effectiveness, regulatory
quality, rule of law, control of corruption, and level
of taxation, are crucial factors in determining the

growth of FDI in Rwanda's renewable energy sector.

In  summary, the study highlighted the
importance of corporate governance in attracting
FDI inflows to the renewable energy sector in
Rwanda. It is recommended that policymakers in
Rwanda focus on improving corporate governance
practices to encourage more FDI inflows in the
renewable energy sector. Future studies could
explore the impact of other factors, such as socio-

on the

factors,

economic and environmental

financial performance of renewable energy in

Rwanda.

In this study, the objective was to examine the
effect of the market size of the Rwandan economy
on the financial performance of the renewable
energy sector. The indicators used to measure the
market size of the economy were the size of GDP, the
GDP per capita, and the GDP growth rate.

The descriptive analysis revealed that GDP per
capita in Rwanda significantly influenced the growth
of FDI inflows. The inferential analysis showed that
the strength of the relationship between the market
size of the economy and the growth of FDI inflows in
Rwanda depended on GDP per capita.

In summary, the findings suggested that the
market size of the Rwandan economy, as measured
by GDP per capita, has a significant impact on the
financial performance of the renewable energy
sector in Rwanda. A higher GDP per capita leads to
inflows and

increased FDI improved financial

performance in the renewable energy sector.

The purpose of this study was to investigate the
impact of trade openness on the financial
performance of the renewable energy sector in
Rwanda. The study used imports and exports as a
percentage of GDP as indicators of trade openness.
The results revealed a positive relationship between
trade openness and the financial performance of the
renewable energy sector in Rwanda, which is
consistent with previous studies (Collier & Patillo,

2009; Edwards, 2010). However, some studies have
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reported contradictory findings (Charkrabarti, 2011;
Obwona, 2011; Jordaan, 2014).

Moreover, the study found that the ease of doing
business influences the speed of seizing new
investment opportunities in a country and that
liberalizing trade can attract more foreign direct
investment to Rwanda. The respondents from the
firms also agreed with these findings.

Overall, the study highlighted the importance of
trade openness in driving the financial performance
of the renewable energy sector in Rwanda and
underscores the need for policymakers to promote a
favorable business environment to attract more
foreign investment.

CONCLUSIONS

The study found that corporate governance
accounts for 44% of the variance in the financial
performance of the renewable energy sector in
Rwanda. While this indicates a significant impact, it
also suggests that other factors may be at play.
Therefore, it can be concluded that while corporate
governance is a significant contributor to the
financial performance of the renewable energy
sector in Rwanda, there are other important factors
that should also be considered.

The study found that market size, as measured by
GDP per capita and GDP size, had the strongest
contribution to the financial performance of the
renewable energy sector in Rwanda, accounting for
100% of the variance. This suggests that market size
is a key determinant of the sector's financial
performance in Rwanda. Therefore, the study
concludes that policies aimed at increasing market
size, such as promoting economic growth and
expanding trade, could have a significant positive
impact on the financial performance of the

renewable energy sector in the country.

The study revealed that trade openness has a
relatively low contribution (23%) to the financial
performance of the renewable energy sector in
Rwanda. Although Rwanda has favorable trade
policies and a business-friendly environment, the

results suggest that there is room for improvement

in terms of facilitating new foreign direct

investments. Respondents from the firms
highlighted the importance of ease of doing business
and speed of investment facilitation in attracting FDI
to Rwanda. Thus, it is recommended that the
Rwandan government continues to implement
policies and measures aimed at improving the
investment climate and enhancing the efficiency of
its investment promotion agencies to attract more

FDI inflows to the renewable energy sector.

RECOMMANDATIONS

This section presents recommendations made in
the study that were based on the research findings,
analysis, interpretation, discussion and conclusions.
Recommendations for policy and practice were
examined in this section.

The study also recommended that more
attention should be given to improving the market
size of the Rwandan economy. This could be
achieved by implementing policies that support the
growth of small and medium-sized enterprises,
improving infrastructure, and promoting regional
trade. Furthermore, the study suggests that efforts
should be made to improve the ease of doing
business in Rwanda, as this could increase the speed

of facilitating new foreign direct investments.

In addition, the study recommended that further
research should be conducted to explore the
relationship between trade openness and the
financial performance of renewable energy sector in
Rwanda. This would provide a deeper understanding
of the factors that influence the flow of foreign direct
investments in the renewable energy sector in
Rwanda.

Overall, the study highlighted the importance of
considering a combination of traditional and
institutional determinants when formulating policies
to attract foreign investment into the renewable
energy sector in Rwanda. It is essential to improve
corporate governance practices, increase the market
size of the economy, and improve the ease of doing
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business in Rwanda to enhance the flow of foreign
direct investments into the renewable energy sector.

The study's conclusion that GDP per capita and
market size significantly influence the financial
performance of the renewable energy sector in
Rwanda has important policy implications. It is
recommended that the Rwandan government
should prioritize policies that support the growth of
the financial market and facilitate trading in financial
instruments. This will accelerate foreign direct
investment in the renewable energy sector in
Rwanda. Additionally, the government should focus
on increasing the availability of low-cost labor to
attract new foreign investment in the country as the
study found that low-cost labor can have a positive
impact on the size of the market.

Furthermore, the renewable energy sector in
should
institutions to explore new financing options such as
bonds
instruments to attract more investment. Finally, the

Rwanda collaborate  with financial

green and other innovative financial
government should also consider incentivizing the
establishment of renewable energy companies in
rural areas to spur economic development and
increase the availability of clean energy in remote

areas of the country.

The study found that despite Rwanda's open

economy and favorable trade policies,

improvements are needed to facilitate new
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