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ARSTRACT 

1 he objective of th 'tlli • w.ls ll) tk tcrminc the chall enges Kenya Commercial Bank Ltd 

face iu cl ti n ' tht ft)ll't 111 markets. '1 hi s study sought to answer the following 

te n: Wh.t at~ til· challenges that Kenya Commercial Bank Ltd face in 

lh rei •n mar h.:ts? 

1 hL 1 arch adopted a case stud y arproach to determine the challenges that Kenya 

mmercial Bank Ltd face in selecting and entering internati onal markets. The pertinent 

primary and secondary data was co ll ected to meet the objectives or the study. The 

re'earcher personally interviewed the interviewees using the pre-prepared interview 

guide. The study used both Primary and Secondary data. Structured interview guide and 

personal interviews consisting of open ended questions was used to avo id subjectivity 

resulting from limiting the respondent's answers to questions. 'J he Kenya Commercial 

Bank Ltd ollicials targeted for interviewing were the head of marketing, head or 

operation., head ot human rt= ource, head of finance and head or administration. ' I he 

op n-end d int rview guid n bled the intervic\ ees to give ns much infmmnti m ns 

ible \Vith ut ny form of limitation. he re em· h r lc i ned tht! intt!rvi w uid · nn 

rc arch n I the tudy' lit r tur r i ·w. 'I he 1 rimu 

UJ pi mente I b nd ry at from the .· i tin, 1 

ri1ti n ll 



Study finding in li '\h.: th.\t thL' higg~sl challenges faced by KCB Dank Ltd in 

internation liz lti n in hldL hun.::l\1 ·rncy in host country government administration, 

t o t,ntry and the language problem. Other challenges include host 

nt .1rin' foreignerH and the name of the bank. Lack of openness by host 

nd i s people was another key challenge in some forei gn markets. There 

me specific country risks that challenged KCB entry in various regional 

m ke . This was brought by the uncertainty about the environment, which has three 

· urces: political, financial, and economic. Other major chall enges emanating from 

organizational system include challenge in sourcing start-up capital, challenge in 

integrating the IT platform to coordination the whole branch network, approva l or foreign 

market investment by the bank's board and resistance by management and starr. 

The following key recommendations were made after considering the study findings . 

ir t, regional governments hould ensure that their mm kcts do away with IIHII ket 

imp rfi tions uch a high ost of entry, 1 oor inlr 1 tructure, poor regulation .md 

corrupti n. Thi will g I n, w, yin increa in • comp titiven· ··in uch m1rkcts whh:h 

lobalizin c mp m 1 ·tnnnul1t • thei1 

11 \ 

initi ti timul lll\ 

tin tt mu t t r • t th 1 n tuniti 

m tlu 



TARLE O'F CONTENTS 

DECLARA TIO · ................................................................................................................ i 

J)f~ f)JC l 'l ) ....................................... ....... ...... ..................................... : .......... .. ............. ii 

l \\#J I lll.l· ~ 11 ~ tl'···-············································· ·············································· iii 

I• "l'l' \ 1 iv ,I -( .............................................................. ....................................................... . 

ll Pl'ER () ~ :I 'I'J~0J) UC1'JON .. ................. .. ........... .. ....... .. .......... .. ...................... t 

1.1 Background Ofthe study ................. ...... .............. .................. .. ... .. ............................ 1 

1.1.1 Foreign Market Selection ................................................................................... 2 

1.1.2 Intemationalisation of African Banks ................................................................ 4 

1.1.3 Commercial Banking in Kenya .......................................................................... 7 

1.1.4 Kenya Commercial Bank Ltd (K B) ................................................................ 9 

1.2 Statetnent of the Problem .. ............................................................. ............... .......... 11 

1.3 bj tive of the . 'tudy ................................... ......................................................... 12 

1. ln11 rt nee of th Study ........................... .. .......................................................... .. . 12 

< IIA P'l LH 'I\\' ): L1 L n \ '1 UH.l.. HLVIL \ \' .............................................................. t $ 

2.1 lnt1 11 •• •• •••••••• •• ••••••• ••••••• •• •• ••• •••••••• ••• •••••••• ••••• .••• ••• •• •••• ••••• •••• •• •••• ••• ••••••••••• •••••••• 1 

2 ............................................................................ 1 

ti I .............. •..•...••..••.. ... ..• . ..........••...•..••..••..•... J 



2.5 Challenges m ele tion ·md Fntering International Markets ....... ... .. ... .... .... .... .. .. .. . 20 

2.5.1 

2. .2 

i n ~ L'ln' t i n ' Int ernational Markets ............ ... ...... ...... ......... ..... .... ... 23 

in ,\ ll t' tinp Mode of Entry .. .. .. .. ... .......... ..... .. ........ ........ .... .. .... .... . 27 

C' ll \I'll I I I II I ·1 ~ : I~ I~S i j:AJH ' II MKI'IJODOLOGY ............................................. 31 

.1 h ll ti 11 .... . ............. ........................... . ............ .... ................ . .. .. ..... .. ................. . . 3 1 

J . I e earch Design ....... .. ...... ............................. .. ... ................ ................... .. ................ 31 

The Data Collection ...... ... .... .. .. .. ............. .. .. .. ...... .... ......... ...... ......................... ... ..... 31 

3.4 Data Analysis ...... .............. ... ... ... .... ...... ............ ............. ..... .. .......... .......... .............. . 12 

CHAPTER FO R: DATA ANALYSI ',INT ERPRETATIONS AND 

DISCUS IO S .................................................................... .. ...... .. 33 

4.1 Introduction ..... ................... .. .. .. ....... ... ... .... ... ................ ... .... .... .... ............................ 33 

4.2 Response Return I~ate .. ............................. ............................... ........... ................ .... 33 

.3 General Infonnation ....................... .. ...................................... ............. .................... 3 1 

4. h llenge of lnternalizati H1 ...... .. ....... .. ..... .. ....... .. ............................................. ... . 15 

I·in ing .......... .................. ... .. ...... .. .... ... ..... ..... .. ......... .... .. .. .. .. ........ ... 1 .. 

H 1 I L U li Vl~ : SU l i\1 n Y 01 II Dt , I lJS IO SA 1 1) 

1{1.< C> 1 ll a' l> ' It<> ... .............................. .... .. .. ............... .. .... ~ () 

.I lnt u ti n .. ......................................................................................................... .. 

umrn I irt i11 •••••••..••........•...••..•...•...••..•..••.....•••.•••••••••.•••••••••.•••. 



5.4 Limitations ofth tn i • ......................... .............. .. ..... ..... .................................... ... 57 

5.5 Recomm .n . ti 'tL' hw Fmthl'r R 'Senrch ................................................................ 58 

5.6 P mt l n 1timt hH' Polil:y nnd Practice ............................................................ 59 

II 



HA PTER ONE: lNTRODUCTJON 

1.1 Background f the stntly 

Internation 1 bu in .. h.\.' lWl'n lOing through the most f1.mdamental and far-reaching 

th post war period. This change has had significant impacts on all 

the world with rnajor efTects on ef'(iciency, productivity and 

Pll\ lilt en (Jntrilligator, 200 J ). Globalization of companies is contimtally growing 

in t n e to the changing environment of international trade. This accelerating trend is 

u • a result of global consumer convergence in social economic, demographic 

characteristics, habits and culture. These forces are leading international companies to be 

more consumers driven rather than geographically driven (lntriligator, 2001). 

fany organizations now consider the pursuit of global strategies as offering distinct 

benefit of cost reduction, improved qualities, better ability to meet consumer needs and 

increase competitive leverage (Johnsons scholes, 200 l ). Liberalization of the world 

e anomy ha!> reduced trade protection Je, ding to a more liberal world trading system. 

This h ef ectivdy increase l the movement or capital and other (~\CLOtS or prodtll.: lion. 

I u ine s have oun I th m I e comJ cting nr even collaborating with a n~.:\ ~.:ast of 

lob, 1 pl yer t al , - 01 . 'I HI I] r tion th tl h u 1 m inly lo us I on a 

nd 1 n lu tion i li l i . l 

n lol 

H m th llh in . 
lll nh 

t m ni Ill lu h th u in 



internationally. They argued 1hn1 lear globaliza ti on trends are evidenced at three levels; 

customer; markets.; in \ustr.' nnd cm npctition. This therefore has fo rced companies to 

adopt global tr \1 • k" f~H smvi vn I. 

:hn t ·1 erpcstra ( 1990), in ternati onal marketing is the practi ce or all the marketing 

ti i ie (market intelligence, product development, pri cing distri bution and promotion 

at h me, plus the effort to export products to fore ign countri es. The same firm becomes 

more of an international marketer as it increases its direct involvement in these markets 

by participating in pricing, promotion, after sales service and ultimately manufacturing. 

International marketing activities result from various forces that force companies to seek 

international markets in a process called internationalization . .t\lbaum etal (1989) dciines 

internalization as a step-by-step process of international bu'iiness development whereby a 

firm becomes increasingly committed to and involved in international business operations 

through specific products in selected markets. 

•t h 

th 

int n 

rn 

f globalization n lil 1 alizati lll ha e hit bank \ mid nil ow1. hv~..:n though 

b en fi lt l y all the bank 

n m1 tit 

in th m rk 

fri m Hank hnv 

n llo k 1) 

ll1 I th I 



Many African banb l::>o increasingly fa ·c the challenge posed by the richer and more 

technologically h .m '~.: l t"i.wei ' ll lmcs. The unCavourable competition has also been 

complic, 1 m ,\ rit • 1)1 tht.•m put on receivership and mergers all egedl y for not 

hnvin, . h n, w !loat. These chall enges lead to many banks adopting various 

r m iv:ll. Protlcting current nwrkets, entering new markets and Cormation of 

ha c become ' th~.,; norm . Banking business alli ances is now a global trend .. 

banks pool resources that lead to synergisti c effects. These synergistic eJTects 

in lude; the synchronization oi operati on schedules, interest rates, m~on g others. Even 

though Africa has a number of African banks, that ought to play a leading ro le in the 

world banking industry, their contribution is minimal and rarely felt. This is because of a 

number of challenges that they have to contend with in entering international business 

markets which might be more unique to the African banks compared to banks from other 

parts of the world (World Report, December 2001) 

Koch (2001), in a study done in Austtalia, noll: that ever , international market 

e.·pr.n ion and entry mode seleclion pr c s b gin with the 1ccognition or the nt.:cd to 

·pand int rnation lily. "I hi r ol l~ompan objl:lliVt.:S. 

in \ hich a fiun m y n d t :p·m m if r fr m 

' tu y n th mn r' h nd idin \! 

nd. nd ·1 n· ni und th ll 

m h p tcnt i I th unt ' l l th 



The aforementioned studies concentrat ed on the process of market selection and entry 

mode. They also fo'U'c ion f"nL' tnrs to onsidcr in entering [oreign markets and also the 

'I h y h 1 • n I \ '' \ll ht 011 f chall enges that companies face in servicing foreign 

ad thi tlw study by Kocj1 (200 1 ), concentrated on markets outside 

\ I i . n mdings might therefore not be fully relevant to the Afri can markets because 

l'l dit e ent bu iness environment operating in these markets . . 

It \\as therefore necessary to conduct a stud y to determine the cba]lengcs faced by 

Kenyan Commercial Bank (KCB) in selecting fore ign markets to serve. By understanding 

this challenges firms in the banking industry may be able to design strategies that will 

grow and expand the banking industry given its con tribution to economic growth. The 

therefore sought to answer the following research question; 

What are the challenges that Kenyan ommercial banks specilically Kenya Commercial 

Bank Ltd (KCR) · ace in sdection and entry in foreign markets? 

1.1.2 lnt ·mat ionalisation of Atl'i t· an Ba ni s 

rdin t rp tr 0 , int rn 1ti n tl izntion i th jl cti nl , II tht m 1rk I i 11 I 

ti liti Ill rk t int IIi Ill\ m ti H\ 

t hIll plu th rt t untri un Ill 

n int t in 

II tm in p 1 in r ultim t I • n nu tmin 



Most writers agree that int rnaiionnlizati on clea rly entails mainly carrying of marketing 

activities beyon l th' ion1tStic mnrkct i.e tal ing it across borders. Terpestra, (1990) 

argue th, t int 

wor kin • \ lth 

·nn incl mk such activities as overseas IT\anufacturin g, 

.11 p.11tn~rs, li ·cnsing, importing sometimes From overseas sub 

11n1( r trade. All these arc entry mode strategies that are impor1 ant 

hat mn has to make in internationalization process. Gillidan (1989) also 

n, that internationalization activi ties are mainl y carri ed in environments /countries 

\\ i h rarious. uncontrollable variables. International marketing acti vities result fi·om 

various forces that force companies to seek international markets in a process ca lled 

internationalization. Albaum etal (1989) defines internalization as a step-by-step process 

ofintemational business development whereby a firm becomes increasi ngly committed to 

and involved in international business operations through specific products in selected 

markets. 

TI1e effects of globalization and liberaliz ltion have hit banks world all over. l:..vcn though 

th e ect ha b en ell by all the h, nk , Afl"ican Banks have kit thL' im1 act imnh; nsd • 

rican tatcs arc op nin , th ·i 1 t1 Ilk \ l l k to 

int in th r m \ • rk w rl \ id 

p m t 

tl 

\Ill n 



complicated by majority of them put on receivership and mergers allegedly for not 

having enough c :.h n )\\ tlo:-~t. Th ·s' chnlknges lead to many banks adopting various 

strategic [i r m h.1l. l'l!)llClinp ~~\liT~ nl marl cts, entering new markets and form ation of 

ll om til norm. Banking business alliances is now a global trend 

nk 1 ool n,sourcl.!s tlwt lead to synergistic effects. These synergistic effects 

11 lu nchronization of operation schedules, interest rates, among others. Even 

th ugh rica has a number of African banks, that ought to play a leading role in the 

' rld banking industry, their contribution is minimal and rarely fell. This is because of a 

number of c~allenges that they have to contend with in enteri ng international business 

markets\ hich might be more unique to the African banks compared to banks from other 

parts of the world (World Report, December 200 l) 

For the African banks to survive, they need to access to international markets and take 

advantage ,f the increased customer needs and products exports from their nations to 

oreign nations. However the ·eledion and entry into inlcrnntional markd · lm · its own 

h 11 nge that need to b w II handled . 'I hi . is becnu • de i •n 1111tl outcomes of eaeh 

m rk t electi n , nd entry m 

n 'ir nm nt ir um t m 

, 
Ill tu 

m lu 1 

el ti n de1 end •r tl ' m th • • ·tern \I and int ·m.tl 

m u tr t i n t th t int m ti 



Kimata (2003) did a stud. on 1he fnc1ors 1hnt Kenyan firms consider when deciding to 

establish subsidiarie br.m 'hL~s in Uganda and Tanzania. The study found that 

infra_ tructure, p liti ·.I Lthtlil ' nnd 'l)O I\OI1liC growth potential or the country to be the 

key fa to1 v lu ll in ~slots 

l h nti ned studies concentrated on the process of market selection and entry 

m he also focused on Jactors to consider in entering foreign markets and also the 

~lt tegic re ponses taken by firms given a change in the external business environment. 

The~ ha e not brought out challenges that companies face in their internationalization 

process. Besi~es this the study by Koch (200 1 ), concentrated on markets outside AJi·ica. 

The findings might therefore not be fully relevant to the African markets because ol' 

different business environment operating in these markets. 

It was therefore necessary to conduct u study to delL:rmine the dwllenges faced by 

Kenyan ommercial Banks in sdecting and entering international business. By 

under t, nding tht: c challenge firm in the bankin • industry may b • able to dl..'sign 

te i th, t will grow n t exp nd the h mking in lu 11 • •iven its con It ilutit n to 

n mic r wth. 

1.1. « mm rd I B ml in • inK n 1 

in K n mm i I 

l th 11 in • th 

Ill t) ll t t 



open an office in 1omb:lsa in 1896. it was soon followed by the standard bank of south 

Africa in 1910 and tht: n.1tionnl bnnk of' sm1th Af'rica - a bank incorporated in south 

Africa, which m. 1 .. muh d wil h Ill !.! colonial bank and the Anglo Egyptian limited in 

I 962 t 

b 11\k • t \ 

Hli I h 

hnnk (d0111inion, colonial and overseas) in 1916.0f these three 

bwnch<.::s ol l~rili ~ ll bank::; established in London. ln common with 

at the tim<.:, they followed the development or trade in the colonies and 

n entrated on the finance of international trade. The national bank of lndia, which later 

\.:ame the national and grind lays bank, operated mainly in Tndia; the standard bank, had 

e tablished a thriving business in south Africa as had the national bank of south Africa. 

After half a c~ntury of banking by the three banks, a fresh inf1ux of banks came into the 

cmmtry. In 1951, the Nederland's Ilandel-Maats happij, a Dutch bank incorporated in 

the etherlands and later renamed Algemene bank Nederland, N.Y. ( General bank or 
ederland , opened a branch; in 1953 two Indian banks, the bank of India and the ban\· 

of Baroda, followed, and in 1956 Ilabib bank (overseas) Lld> a Paki ·tan bank established 

n offi . he ttoman bank, a 'I urki h bank, opt:nc I up 'l brnnch in 1 < X and the 

mm rcial bank o Afri , re i tered in T, nzania (with 20% equity holdin • b • T mzanin 

-op r tiv m v m nt in 1 ran h in th m · • ·u. 

in 1 h tkn1l 

in lu in 

t n 1 \II In I mm 11 



commercial bank by a quiring -1 0~-o shares of Grindl ays bank. According to Kathanj e 

(2000), by 1970' the I" '' c r~ fl.'\ non-bank financial institution operating consequently 

the regulat ry tml, l)l k C:wnm~d the establi shment of NBfls with lenient entry 

requit m ·n s \ ilh the t ,ll,wlopm~nts, the number of both banks and NBFis increased 

hut dtlc to pro blems associated with instability of the system and 

f universal banking and mergers by the central bank of Kenya, the 

commercial banks and NJWfs reduced to 58 by the year 2000. 

1.1.4 Ken a ommercial Bank Ltd (KCB) 

The Kenya Commercial Bank Group is leading institution in Kenya's b~mking and 

financial sector with an asset base of over Kshs.74 billi on (US 1 Bill ion). Today, the 

KCB Group has the widest network of outlets in the country compris ing 9) 1'11 11 time 

branches and 35 satellite branches. This represents over 55% of the to tal banking out lets 

in Kenya (• farketing Intelligence, pril/ 1ay 2002). As a player in the global lithmcial 

m rket, the group maint, in working arrangements with over 100 onl!sponth.:nt hanks 

thr ughout th \ orld. The hist lry of commcicial lnnk dat · · hack to I H9 when it 

mb 

rm th 

In 1 7 d 

ational B, nk ol In lia 

rnm nt 

it 

111 ll h1 11 h ill th ' 0 I t l t l\VIl 

I with th l n i 1 to 

In 

t t all tl 



commercial bank in Kenya. The Government hns over the years reduced its shareholding 

in the Bank to the urr nt ]5°,) wilh lhc public owning the remaining 65%. Since 

incorporation) K I h. .It ht~'Vl'd I rem 'minus growth to etTlerge as a leader in Kenya's 

n l fn, n i, I t t lot. In I 070, I he bank had 32 full- time branches, of which 25 

I in t tral ..tc< ::;, five in Nairobi and two in Mombasa. Today, the KCB Group 

h l network of outlets in the country, comprising 95 full - time branches and 35 

lli e b nches all of which represent over 55% of the total banking outlets in Kenya. 

f the total outlets, 80% an; located in the rural areas, with representation in all 

administrative districts. 

Kenya commercial bank Ltd embarked on an ambitious, phased change programme in 

1998. The key objective of this change effort was to become a learner, more efficient and 

customer oriented banlc In 1999, the bank posted a loss of KSh. 2.2 Btl linn compared to 

a profit of K h. 1.4 Billion in 1998 and KSh 4.1 Billion pro/its in I 997. I he second 

ph of change kicked off in the year ::woo with, among other things, the 'tt.:ation of thl! 

ition f managing director a opp ·d to that of n c."ccutivc chairman. 'I he vision 

\ then 'to b th · b t b nk in Kenya md th n.! •i n in th of its cu tom r , 

h reh lder , K 

u in tum lf und th u h I tr t 

1 th 

1\ 

I allir tm In J th d 



Are the process model~ th t K n is npp1y1ng consistent with the vision and strategies 

objectives relative t thuwt:tiLnl ~..~hang~ models? 1Tow are factors such as cultures, 

stakeholder, t , m I. • ll.hkrship, rcwnrd <ll1d recogniti on a flection reform performance? 

l. ' St t ( •n ni ( f 1111 I t ohh~ rn 

t l n ca , the banking sector has been faced by vari ous chall enges, which have 

tlu l ned the banks especially the small locall y established ones. The liberalization of 

U1e econom between 1992 and 1994 meant that the Kenyan economy was opened to 

foreign banks. Competition for customers became a cutth roat am1i r. There was reduced 

gO\ ernment control of the sector with the removal of many rest rictions. I lowever the 

many local banks were not ready for this change. As Kathanje (2000) noted, 

liberalization of the economy resulted in massive bank failures with 14 banks fai ling in 

1993 alone and another 14 for the rest of the study period. All these financial insl1tutions 

that failed were locally established except for Meridian BIAO, a Zambian bank having a 

b nch in Kenya, which !~tiled in 19')6. 

th 

u 

eny h b n fi c d with p r · on m1 . m litions ov~r th pcrin l o . tud •. 

t k 

2. pit Ill Ill 

n llin . In ur •iv 
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in the target market , the n \ prodnct development processes (NDP) must be strictly 

followed. These inn ' tiun~ hnVl' sign1fic<mtly been directed towards looking for new 

market in the int · n.uitm.ll St'l'l\l . 

• tudi n hn m ial In ·ti tutions by Ntkgwa (1996), Kathanje (2000), Gathoga (2001), 

)~and usyoka (2001) focused on customer service, financial performam:e, 

iti e trategics, strategic change management and the relationship between 

1ualit' improvement and financial performance respectively. None of the above studies 

fo u~ed on the challenges faced by Commercial Banks in Kenya in selecting foreign 

markets. It is on this premise that the study seeks to carry out a research on the challenges 

faced by Commercial Banks in Kenya in selecting markets with speci fie attention on 

Kenya Commercial Bank Ltd. This study therefore sought to fill the gap by ·eeking 

answers to the following research question: 

1. What are the challenges that Kenya 'ommercial Bank Ltd face in selection of the 

foreign markets? 

1.3 Ohjccti\' of the Stud · 

The obj ctiv th tudy \' t d tcrmine th dmllcn • ~ ny lllHilH:.t<.: iul H nk Lt I 

111 

l. 

I in in 

th forei n m rket. . 

th hul 

thi tu m u ul t th 

111111 B nk 

lilt 

Ul 11 lh \ 

11 



entry into these markets. The · mny also learn how to bundle the cballenges. The findings 

may also be used to ro\ • . ntl L'.'pnnd th~ K 11 in Kenya. 

The Govcmmcnt: h m.1 hL lp th ' pov~rnmcnt understand the challenges [acing the 

bank it . in lu t • n J , <Hlh 11p wi th policies that f'~1cilitate easy entry into international 

tn<t a ad ·miciam~: The study may contribt1te to a body of knowledge on 

1h n "ng industry in Kenya. ll may also provide a basis upon which other related 

tu ie can be done. 



2.1 Introduction 

with 1 vi \ t 

CHAPTER T\VO: LITERA TUH.E REVIEW 

n 1hl r vi w or lil~ralure related to thi s research. This was done 

·tin1 vi ws, pers p~ct ives and opinions on international marketing, 

h,,JJcnges in servicing international business. The review depended 

n lh literature that was, books, research papers, magazines and information 

1 m internet. 

2._ ncept of international business 

International business has been going through the most fundamenta l and f~1r reaching 

process of change of the post war period. It is a change, which to a greater or lesser extent 

will ultimately affect companies of all sizes in virtually all markets, (Gill igan, 1989). 

Jeannet et a! (1993), has also observed that the increase in global ization has also 

contributed 10 companies to re-examining the manner in which they do busin~.:ss 

int mationally. 'I hey argue that clenr globalization trends art= ~:vidcnced at thr~:e kvds; 

cu t m r ; m rket ; in u try an omp tition . '\his thcrdl.m; h 1 linn:d c )11\pani~s to 

pt I for urviv l. 

Ill n mm lllJ 111 h ' h t i 11 

m tl tl Ill 

1 in \ 



This therefore leads to businesses ventming into markets outside their home markets in a 

process called int m ti n,\li. niion. 

lllt~tnHti n In .1rk tln i tht pta ·ti ·e o f' all the marketing activities (market intelli gence, 

m nt, prkinp, distributi on and promotion) at home, plus the effort to 

to foreign coun tries (Terpes tra, 1990). International marketin g 

1111 \ ement includes the management of marketin g activ ities that cross the political 

' und ries of sovereign states. It also inc! udes rnarkcti ng a clivi ties of fi rms that produce 

nd sell\ 'ithin given foreign nation if the firm is a part of an organ iza ti on or enterprise 

that operates in other countries; there is some degree of in nuence, guiuance, di rection, or 

control of such marketing activities from outside the country in which the international 

firm produces and sells the product (Albaum, 1998). 

In a broad sense Ball et al (1993) note that the existence or uncontrollable forces in the 

·tern I environment i rc ponsible lor firms st:eking foreign mark ·ts. ·r his furct:s mainly 

t mp titi n, i tributi n, ec nomic, ocial l:l:Onomi , finance, I g tl ph · ical, llllitk:s, 

ultm I 1 b ur and te hn I gy. Ji li I il 1 s< Ius 1 oinh."d th II llll\ •o 

int lh th k fot 

rt miti \ int mm nt in nti Ill lll lh I • 
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the domestic market v,hi h lends 11rms either to seck oU1er less competitive markets or 

take on the competit 1 in its hom ' mnrkct, parti cul arly in the developing world ; 

government in nth h) t . pt)l t; tnx incentives offered by foreign governments to 

pLtn1s in their cm.mtri cs in order to crea te jobs; the availability 

labour, a ll allempt to minimize the ri sks of recession or 

\ 111 t ility in one country; and a desire to achi eve the greater economies o l' scale 

' h' h \ ere only possible by moving into foreign markets. 

The development of money and banking services bas been inex tricably associated with 

the growth of trade and commerce. Internationalization is delincd as "the process or 
adapting a firm's operations (strategy, structure, resource, etc.) to international 

environments" (Calof and Beamish 1995, p.\16) and includes bo th forward 

internationalization, such as going from exporting to PDI (Johanson and Vahlnc I 977, 

l 90); and backward internationalization, such as going from FI 1 to exporting ( 'alof 

nd B ami h, 1995). I~ ·porting and Fl I rcprc ent two important entry 111( des, anH)ng 

oth rs, in the int ·rnati nalization pr s otli1ms prqMrin:t to ~.:rve 11 fm~:i •n nuuht . 

• J or· i '11 1\ u r kc t Sel l· t io n 

11d ent1 • m l i 

th 
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choices. Not all the market rmd entry mode selecti on practice could be regarded as round 

reliable or effici m. . k , l'tw ~- nmpk, selecting overseas markets wilhout considering 

Jl 1Ln1inl im pnd ol' vnrim1s market entry alternatives. 

, h ct ion process as advoca ted by various authors mainly Cavusgil 

n 1997); l~tnwr(I<Jc)IJ)a i Jd Root(l994). 

narket selection . 

== 
Stage 1 

-- r-
Stage 2 Stage 3 Stage 4 

-- --
Ca· tu gil (1985) Screening J den ti Ii calion Selecti on 

- -- -Johans ·on Country Preliminary In-depth Fina l selection 

(1997) Identification screemng screemng 

Kumar (1994) Screening Identification election 

Root (1994) Preliminary In-depth final 

screening screemng 

"ource: Koch Adam 2001 . Sdectin' Overseas Markets MCB Univer ·it ( ) g y Press 

·v ry intemnti n I m rkt:t 1 an i n an 1 entr mode t:kction proctss bt: •ins with th~; 

r m ti th int n ti n 

I ti i u u. II th u 

in tl m m 

1 



The main purpose of th preliminary screening of market is to bring about an effici ent 

reduction in the numbc:1 f thl' cmmtril~S in need or an in-depth examination (Johanson 

1997; I oot l 

iu I 1 h 

n tmer 

I hi. .whil ul 1hronph climi11t1ting all those that cannot be accessed 

r I not 1 onstitnt 'Ollllnercially viabl e options. On the other hand the 

t m,nk Is has the runki11g of' the remaining markets against a number 

1 10n criteria as its prime purpose. Albaum ( l998), notes that screenin g is 

a to avoid moving into in ternational markets in a piece meal and unplanned 

nether often neglected aspect of the market and entry mode selection is the decision 

criteria used in this selection. In some situations their determination and appl ication arc 

results of a formal decision process undertaken by the company. fn others it wi II be 

discretion of an individual or a small informal gmup that will decide their selecti on and 

implementation. In both cases choice or selection criteria will b inll uem.:ed by the 

rp rate ulture, existing mana ement syskms and th~; colh.:ctiv and indi idual 

·p rienc 

ntinu 

th 
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2.4 Market Entry Mode' 

Selecting an in tituti n. l .m .m )L~ln L' nt - !\ mode lt"lr entering or expanding in a foreign 

market is one tl till i.ll slt:lt , !'ic d 'Gisions tlwl an international !irm has lo make (root 

I <Jf) I ' II ·n mo<l , nn 'nnhl e <1 lirm to gain competitive advantage. Ilowever 

m (,I <1 < isions are dilfi cult to change when long-term contracts and or 

mmitmcnts arc made. Poor modal choices can lead to sinking the boat or 

the b at (Dickson and (jiglierano, 1996) at the same time, some contractual 

m o entry can prevent a comp~my from Laking full advantage of large market 

ro rth. careful assessment of this trade- offs is essential in toclay's global economy. 

Root 1994) identifies 4 major alternatives of entering foreign markets. These are 

e.·porting licensing joint ventures, and wholly-owned subsidiaries. 

E. ·porting differs from other modes in that company's final or intermediate product is 

m nu cturcd outside the targeted country and subsequently transl\.:rrcd to it. lndircct 

e.·p rting u es intermediarie \ hoc r locakd in th~; company'~ home country uml \ ho to 

t k hip and market the ptodu t • With diJ ct ·:pnrtin, th~ ptodu 'L't 

mn d n t u h m unt mic.l Iemen lthou•h it m 1 , utiliz 1 11 'l'l 'ountr ' 

int nn n . I m•1 th th ' rid , m. nul. tm in , 
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very substantial im·e tment and correspondingly hi gh risk levels. Similarly, StT1all 

companies may n t h. ~mlt1 ·knt mnnn )ement potential and skills to enter forei gn 

market thr u h t. 1 \i hini) l'nll own ·d foreign - based subsidi aries or international 

. 
,md th ir rei ·vanl pre!e rcnccs depends on industry - specific 

tor individ ual market entry modes. In the chemi cal industry , for 

. thi relation hip wi ll b<.-: much stronger than in the computer software industry. 

E. perience in using market entry modes is another challenge. !low many times, how 

re entl in ' hat circumstances (similar enough, dissi milar) the company (or ils 

competitors) has used any particular market entry mode, their relevant succ ss ra tes and 

degrees - all these factors obviously inOuence both market entry seledion process and 

the choices themselves (Paliwoda and '1 homas, 1998 Root, \9( 4). 'ompanics that hav' 

g thered a on iderable knowledg • of a r~gion prefer to invest resources into busim:ss 

enture in that region rath r than seck contractual modes there . 

.... - ( h lll n t· m !cr t ion anti Lnt ·rin • J nt~' na tional l\l :n I t t 
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they pose a limitation to the firm/nirlinc when it enters into international markets or 

selects mode of ntr ·. n l htncc posing n challenge. 

jlob dtz, t1 n u I h t. ltz.1tion •I 1\!ets huw had olll c[Cecl in the Ban~· ing industry too 

l inp llw !\ l'rican Banks. The trend is that the richer and 

upcrior brmks arc posing challenges to the ACrican bat1ks resulting in 

ll · n banks adopting various strategies to survive. Banks play a key role in the 

h of ant economy. fn Africa, banks generate over 470,000 jobs and contribute $11. 

billi n o the continents gross domestic product. Globally African banks contribution to 

the world's banks is very minimal. These may be attributed to a number or challenges 

that the) face in selecting international markets and the mode of entry used in entering 

the same. The selection and entry into international markets has its own challcng s that 

need to be well handled. 'I his is because th~; design and outcomes of' each market 

election and entry mode selection depend greatly on th~; external and int rna\ 

wironment circum:;tance . 
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Gilligan (1989) obsenes thft1 the qu~stion ofhow best to enter foreign markets is the first 

and in many wa ·s the 111L st l'nndmn ' ntnl t'O be faced by the marketer, since it is this 

choice that ub u ntl inthl~.:nc~·s nnd shnpcs the whole oC the international marketing 

. m1l~ th · cotnpan y opls !'or a distributor or a license, its ability to 

, nd promotion is likely to be limited. In essence however, the market 

lv a bHlancing ol" costs, control and risk. ln choosing a method of 

lbaum ct al 199S and Gilligan 1989 note that tbi s has the obvious and 

:ignitican implication for marketing strategy. At one level, thi s can be seen in terms of 

the degree of freedom that the company has in choosing its target markets and in the 

\a_. in\ •hich its subsequently goes about the process of matching market demand. 

t a rather deeper level, however, the choice of a method of entry has direct 

consequences for the firm's ability to develop an international image and reap hl.!nelits or 
the economic of large scale and standardiz d production and markding progtamml.!. Thl! 

b nefi of t, ndardized approach aero s all or mo t of th~ worlds murkl:ts lhlVt.: Jon' 

ugh it is ml• in r ·cent • ,u that an nH n.: than a 

f mp ni ( { lt at 1 ill r, BI< m IH I h IV 1 tu Ill) 

it. 

1 h th tl • tl t mJ ni I I Ill . 
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experience i.e. the compan: i' seeking to march needs wilh their products ratl1 er develop 

a product to ati ) i i ntitiL'd bui unrulfill 'd needs. Another reason is that few companies 

lHwe a rwtu 1 . !)ll ipn mnrkl t. 1\.s a result, their experience will be limited and 

1 l , '1 (I 1)H~) also argues that rew companies posses the wealth of 

ll.ll J in clom sl ic ll1 ark cts making the qtwlification and predi ction or 

re difficult. 

l1 ele ing a foreign market and the mode of entering the market, firms are Caced by a 

1 um er of challenges. Overall, in deciding between these alternatives, several issues need 

to e taken into account. These include the companies objectives and t.!Xpectations of the 

olume of business to be generated; the size the company and its iimmcia l rc' urccs; 

patterns of involvement in other foreign markets; the nature and degree of competition 

\ ithin the market; the nature and degree of competition within the market; the nature or 
the product and whether it ha any distinct competitive , dv, mages either in t~.:rms or its 
t chnol gy, pat nt protection or tr demark ; the markets political infr 1structurc and 

'h h r any t ri or non - t ri 

lb urn 
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the viability and potenti 1 f th m wk ~t , resource capability, similarity/proximity of the 

overseas market, mark 1 J l ri l'olil) con lnJity, hnw top anticipate the overseas market ri sks 

among other . m 1 i l th l \()p strn t ' )i ' ori ' ntations, which rei1eci their individual 

and 

tJ I I 

. !ttl :tnd alt itud ·s or their employees (those currently employed 

rc(Jicccs~;or. ), <han 'L:H in their business environment and strategic obj ectives 

r the company i .L:. some degree of stretch requi red lo achieved these, 

I rahalad, 1994)' some of ll wse may aim to es tabli sh/ rein rorce perception of 

th mpan as a market leader, or red uce strategic ri sks associated wi th company 

al or growth, e.t.c. strategic orientation may predispose c mranies to more, or less 

' llaboration \ ith their competitors; it is also likely to str ngly influence th 1 roces · or 
bu ine s internationalization. Unclear company strategic orientation especially in the 

alues and attitudes of their employees towards international business poses a challenge 

to organizations doing international business. 

Imp 11 nt to and related to th lrategic orientation is the Strate 1 iC planning horizon or 
n or nizati n. J that th ton, r th tim horizon in ClH111 an_' 

pl Ill} any t pr i r · nmt ri th 1t hm ' 

th l Ill} h I l 

th m n th 



character (positive y . ne ati\ e) c: .t. c. cxpen ence is a maJOr factor shaping strategic 

directions, comp m q: )J. tc l ultm ' nnd collective knowledge, there tends to be a 

stronget en 

in turn 

ri k .\Ill\ unl'll tni nt y involved in the global marketing decisions, which 

tl~.: t thl s11hj div , if' not the objective, Creedom of choice of market 

u ed m evaluating the viabilily or alternative markets pose a chall enge too. First 

U1e meth ds based on risk assessment versus methods based on degree of marketing 

ntrol Porter, 1980; Root, 1994). The relative popu larity or these alternatives is the 

rele ant business practices depends on the industry, and company, tradition whi ch in turn 

is correlated with availability of information, legislation and the general characteristics or 
the country s business infrastmcture. Country market potential is a common criterion 

u ed in market selection (Johanson, 1997; Root, 1994). Yet, the role ofjudgmcnt, and the 

p tential for political contamination of the rch.:vant product statistics or counlr ran kings 

re tim ted. Relial ility of th rd ant information and or th~,; ml:thod, u 'ctl 

m bt inin tt nti< n ( wu 'il, 198-. 1 rodu ·t m·11k t 

n bl u ·d in m r · t 1 t nti tl tim tli n n d 1\t1h 1 int~.:n iii lli< n in 

riumun 
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to cater to the different 11.\tc )) rt~qniremcnts or each individual product/ product line. 

'J he underlying nu. l ~.: umduc!L·d on n largely static or, alternatively, a dynamic 

tli(m.' or V:IIIOUS Corms or strategic alliance r the more 

' lw I in!' ar • i11creasing popularity as nwrkets become more 

b comes tnore intense and the response time to market must 

• I \I0\1 ,h networking mea~-J ures such as participation in international 

htbtti n , sharing the same suppli ers, buyers, through strategic alliances, 

plat! rm. 

h 

and ad hoc consortia (tendering process), companies develop their 

n t rk nd. increase their ' internationalization (Johan"ion and Mattson, 1988). (\:rtain 

thnic 0 roup (e.g. Chinese) have been found more likely to develop their business 

net\ orks on the basis of shared ethnicity. on temporary requirements or globalization, in 

particular implications of the rapid growth of electronic commerce, may affcct tiH.:s • 

t nd n ie and forms they t ke. 

imil rit /pr ·imity f m rkct i U\ th 'I hall n, . Pyhkditmc hI b~.;•n 

ti n. I ngth ultur 11 lll 
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The extent to whi h a firm :m npiimi z from the market selected is a chall enge. Many 

companie e pan , l1 in .1 cn:-;c:ltk mnnncr, starting from either: markets con idered 

lea t em, ndin n tl n lllllt in' more, nnd 11\nrc chall ' nging Coreign markets, as their 

< .1pnhi lili •s a11d skill s grow; or markets where demand for 

dltl .1dy teach ·d tile levd whi ch makes an entry a commercially 

01 th m, and then moving to markets that follow the pioneers. 

m r etthat will cstahlt sll the bes t sequence of market ex pansion to be sought 

the mpany to use its resources effi cientl y and sustain its global growth is a great 

h Hen e Koech,2001). 

Related to this i establishing if the market selected contributes to the importance or lead 

m rkets as ues used in ass ssing company current performance and predicting its 

h nges, Leading (or lead) markets (usually large, strong at high- end of the product line, 

ee rom vemment regulntion and prott.:ctivc me surcs with stron 1 competitors nnd 

mnm 

h I n • in 
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of control that the camp n~ ' rn nt ' (() cxerci c tn the market, the company' s past 

experience in th • u t th molk or l' nlry, the attitude of management towards risk, the 

market shar tt 1.1r 'l t: thnt th • ·ompnny is seeking, competencies, skills required 

for the m , h.na 'kl'l 'l ti 'S ol' the overseas country business environment 

t rn r , fcasihi lily/viabilily of the entry mode, popularity of the 

l entry method in the overseas market. 

i u market entry modes produce di fferen t levels of profit and market share; equall y 

1m nantly, the dynamics of profits generation of various modes (take, for example, 

indirect export and investment in a new manuf~lduring and n1arketing overseas operation) 

are ver dissimilar. The former will show some profits almost immediatdy and then may 

·oon level off, the latter may mean no profits for three or four years (construction cycle, 

time needed to establi h all necessary market contacts, acquire/build all necessary usst;tS, 

train the sale force as required, develop customer base, c.t.c.). A long decision horizon 

m y pie er th latter; a hort on will prcft:r the former. 'I he suitability of thL: method 

u m timatin comp ring nticipat 1 r fit bctw~en vm ious entry modes , ml 

li bilit tn r t\ o th r imJ rt nt th ll the 

lh • Ill lik ly it i th nmt any l , untai 
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country business environments are usun1ly v~ry easy to obtain these days, industry and 

company - specifi int muti n is nsnnlly more clifTi ctJil to acquire. Whil st the former 

categ01 y of in~ tm li n i tll 1 .11w:1ys f'rc0 !'rom bias, complete and up to date, the latter is 

n 111 t .md tiS II Hll y not provided f'rec of charge; indeed, it may be quite 

n < m for ~mall beginn e r~, in parti cular. Similarly and volatility of 

rc ulations/ pra<.AicL;s, bu ~ iness infi·astructure and supporting industries 

pmcnt, forms, scope and intensity of competiti on, customer sophi sti cation 

nd ust mer protection legislation are amongst those characteristics whi ch would 

n n mll attract the attention of potenti al entrants into a fo reign market (Cavusgil 1985). 

1arket barriers can make access to foreign markets more difficul t. The fo ll owing 

categories are considered of major importance as indicated by 'avusgil , ( 1985) and 

Johan~on, (1 ~97). They are tariff barriers; governmental regulations; dis tribution access; 

natural barriers (market success and customer allegiances); advanced verses developing 

'ountrie::5; and e. it barriers. 
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Investing in a foreign suhi h:n nn. SL'l' \11' " H ravourab1 e taxation treatment (for instance, 

tht t l)mp.1ny n lot of' money on avoiding payin g custom duties . 

. md l o:-;ls lnvolw d i11 individual market entry modes, and varying 

l ntial · over a P~' iod or lime, some market entry modes may turn out 

Ut n the in a given si tuation contex t. Some co untry markets may show hi gh 

le et for some modes of market entry with the industry in question (Sea bright, 

l n election of entry mode by new potenti al entrants will be innuenced by the 

. erience degree of success of the former entrants and the anti cipated product market 

situation. 

In :selecting international markets and entry modes, firms face a number of cha ll enges, 

Broadly the challenges can be market, competition, organization, regulatory, product and 

u tomer related. 



CH PT R THREE: RESEARCH METHODOLOGY 

3.1 Introdu ction 

'I his chapter umm tri~ 1ht mod ol th ' study. ll provides an outline of the research 
de :i ~~~ dttd ht da1:1 c ollcct ion wil 1 be done. Lastl y, lhe researcher gives an 
ll'l'lll llll 

' · H '' u d 1 I i n 

11 i-: 1 earch adopted a case study approach to determine lhc challenges thal Kenya 
~om111ercial Banks Ltd face in selecting and entering internati onal markets. A case stud y 

i appropriate as it involved a careful and complete observation of a social unit-a person, 
institution, family, cultural group, or an entire community-and emphasizes depth ra ther 
than the breadth of study (Kothari, 1990). The design is valuable for an in-depth 
contextual analysis. This method was successfully used by Mwangi, (2001), Mcham 
(2003 Kioi 2003 and Iadger (1989). 1 he pertinent primary and seconuary data was 
coil ted t meet the objectives of the :;tudy. ~l he researcher personally interviewed th~ 
im rvie\ e u ing the pre-prepared intervie' guide. 
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were the head of marketing, h ad of operntions, head of hmnan resource, head of finance 

and head of administrati n. 

lh 

uid• , nnhkd the int erviewees to give as much information as 

' 1 nn <)f limitation. The researcher des igned the interview guide on 

b'ecti c of the research and the study's literature review. The prim ary 

u plemented by secondary data from the ex isting records o f Mini stry of 

Fin, 1 e Central Bank of Kenya (CBK), Journals and orga ni zation's internal circul ars. 

3.4 Data Anal ' i 

Content analysis was used to analyze the data co llected.'[ hi s was a systematic qualitat ive 

description of the composition of objects or materials of study. l t involved observa tion 

and detailed description of objects, items or things that comprise the study (Mugcnda and 

1ugenda, 1999). The intetview guide was edited for completcnes' and consistency. 



CHAPTER FO R: DATA ANALYSlS, INTERPRETATIONS AND 

nlS l iSSlONS 

4.1 Introduction 

'l ite study purp l,Ss thl.: ·halk ngcs encountered by KCR ban.k Ltd in its 

i11t •tttlll1 ,, vot . 'I his chapter co nsiders tlte results and (indings from the 

mdin of the :>twly arc presented according to the research ques tions. 

1 e interviews conducted with the se lected KCB seni or empl oyees who 

in lu ied the head of marketing, head of operations, head of human resource, head of 

finan~e and head of administration. However, in some insta nces the department heads 

\\ere not accessible and the interview was conducted with l:UlOlher senior employee in the 

Bank. The study used both Primary (co llected from in terv iews) and Secondary data 

(collected from literature materials). Semi-structured interview guide and personal 

intervie\ ·s consisting of open ended questions was used to avoid subjectivity and non­

uni orm que tiom;. 
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and reliability of re::;ponse . 1nhrmation provid ~d passed that test since most responses 

concurred. 

4:' ( o('llt'l " ) u(Ot It\ '" n 

I th head ol tn urket ing, head or operations, head or human 

c and head of' adlll ini strati on at KCB Bank Ltd Headquarters in 

intc ie ee consisted o!' two female and three male managers. The 

\ere all post graduates with Masters Degrees in administration, economics 

m ~t graduation diplomas in different fie lds. The in terviewees were also graduates 

tl. m the KCB Leadership centre. All the intervu..:wecs were wm ktng at Kl' B 

hea qu rters at Kencom House in Nairobi. All the intervi~wees were long serving 

mployee:s of KCB Bank with all of them having serv~d the bank lor ovl!r seven years 

ea h. he bank wa reported to have 220 branches in l!.astern Africa as of July 20 II. 

1 he e includ 173 branches in Kr.;nya, 14 bmnchc · in Uganda, II branches in Tanzania, 

outh udan an 11 b , nche in I wanda. 'I he bank was reported by tin.: 

tot, 1 employee numl r f 1 00 the • tern A ri ' n n: 'Ill!\ . 

r 1 1 bank in Keny . 

int rprt tht 'B 1\ 1 td t nt r into 



cordial. This made it easy for K B ll' forge a pnth into these markets . The other [actor 

that was mentioned \ a th n rm.1l L'. p:msil)l1 brought aboul by lT potential. Integration 

o!' IT in operation 

wide1 11 ·tw01k 

F ·n ., dl , th 

111 I 

h [)J • 

ll\ll ll tel' ctwbkd 1 CB Bank Ltd to be able to serve a 

• 1 l pnthl,S from the oflicials interviewed indicate that 

n b hin I KC .B's internationalization include economies of scale 

market power, gain ing knowledge enhancements leadin g to 

and innovation, and exp loiting entrepreneurial opportunities. 

4.4 hallenge of Internalization 

4.4.1 Bank' trategy to International Environments 

The re~ear her inquired from the interviewees whether the bank was involved in the 

pro e of adapting a firm's operations trategy to international environments that it was 

e ·panding t . K B was reported to take advantage or the emerging regional investment 

pp rtunitie t supp rt inter-regi nal tntd in the ba t African region. ·1 he intc;rvicwec; · 

p int d out that e tabli hm nt re •ional b nch \ 1a in line \ ith the Hank's n: •ion II 

B n · in th r 1 n". 
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When interviewees were required to ~otTimt"nt on whdhcr there were any governmental 

and societal actions or poli ies th n 'hnlkn 'L'd th ' ir r~gionali zation s1rategy, bureaucracy 

in government admini t ti n . lhl t tH'I Il p t ion wn !:l mentioned as a big challenge. 

Clovemrne1tl li ·usin • m lmt th llllcc was rc .. ·pmtcd as a seri ous problem for KCB in its 

llhlt tin~ h 

. I, c of openness by host government and its people was 

orne foreign mark ets. The term openness accordin g to the 

CB refers to the lack or regul atory and other obstacles to entry of 

n fi ·m . Opennes , the marketing head further indicated, could either i nerca.s~ or 

d '(!' , ·e entr,• success. On the one hand, openness could increase success fo r l11rcc 

1e· 'OIL Fir·t, re ponses from one of the interviewees indicated that it stimulates demand 

by increasing the variety of products offered for sale in the market. 

he interviewer wa;:, also informed that openness increases competition on quality and 

thus impro e the level of quality :supplied. 'I hirdly, one interviewee indicated that, as the 

onom op n. up, c mp tition incre .;s cfticil;ncy and lowers prices, resulting in 

furth r in r 111 I mand. Openn in Ugan \an and 'I anzanian market· wns low 

nd it m Kt B t kc in tho c m rkct tot 1 • more titnl~ 

th n 

int rvi h ' K lit i th n11 ti n in it 
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The interviewees further indicated th 11 entry-mode dcc1sions are costly to reverse, and 

thus have significant impli . ti H1S ror l nn g~krm performance, even f'or large MNEs. 

fnlerviewees indicate l th 11 um11pti() n :mel Ct\)Cpin g ex propriation by government 

orlicials wa, htgh in ut' tn • IHlnn whi ·h increased costs and complications in doing 

busitt ·: :. 1 h U\ nlso llH!nlioned Uganda as the bes t in terms of regulation and 

l'l1 11 11pli ll lh ere minimal expropriati on in Uganda whi ch made it less costly in 

1 ·•m · l)f • n1liance co t and operations. Other government actions were mentioned to 

li11· t K l3 in i entry into foreign markets of Tanzania. These included the requirement 

b) Tanzanian authorities that 80% of branch employees be Tanzanians made it more 

·o ·tl) in terms of recruitment and selection costs. Even du ring start in g, KCB was 

required to tirst hire 80% locals which made entry challenging. The interviewees 

indicated that the cost of transfer of staff, hiring new staff and training the newly hired 

st, ff were material which pushed up the initial outlay required to invest in the fore ign 

m rket . The costs of staff were amplified by the expatriate status the; transferred stuff 

had in the foreign market . l·or K B, entry into a foreign market requires not only a 

m ~ r re urce c mmitmcut, but 1 ongoin, dire t management or the uhsitliary anti 

vcrnment t nci · in th • lnrd •n m·ukct . 
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Tl1e entry stage was mention' \b. thl' iniL'rvi~wccs as the most criti cal stage in the bank's 

internatiumtliz<ttiun trdt • t hi . tn 'l' wns menti oned by the interviewees to have 

chall ·ngin, nctiviti • llt.ll ll d hup • ·osts. These were mentioned to include cost 

ol' lk ·11 -, l h n l, is issued, illterf'crcncc by governrnent regulatory 

1 ' .• , , u . and poor infrastructure in some of the target foreign markets. 

lh f or infrastntcturc was faced mostl y in Southern Sudan. Another 

Benge hich was established from the interviews was la nguage. K 11 ' s 

l n~uage is English and in some of the countries it has targeted, the or!icial 

l,m0 ua e is different. The language problem was encountered in mostly 'outhern Sudan 

and Tanzania ·where common languages are Arabic and Kiswahili respectively . 

. 'enophobia or fear of foreigners and their practices was another major challenge in 

outhem udan market where not many employees liked working there due to the 

negati e p r eption they received in that country fron1 the hosts. llowcvcr, this was 

i ip te h n more foreign c mpam opcnl:d in 'outhcrn Sudan untl the ,ood 

r 1 ti n hip n K nyan and outhem Su ian authoritic which have warnn.:d 

t\ e n 1 pl th untri . 

n m r m lh 

tl t tl tn nt 



(ROI) which every foreign investment tnrgct hnd to satisfy to qualify. The bank was 

reported to have a long term R I rl r. html 5 y~n rs which had to be achieved. 

4.4.3 Politkul mel I •u l tt 11' I 1 1( 

-Th~; lttlltlt · du ud1 l l that tlwr~ were Hp0ci lic country risks that chall enged KCB 

• nat matkct~. 'I lw finance director defined country risk as 'the 

\Ill' II lint\' ut the en ironment, which bas three sources: political, financial, and 

liti al risk according to the finance head is the risk that laws and regulations 

in the h' t untry ill be changed adversely against a foreign f1nn. These could be oC a 

regulatory nature, such as the imposition of tariffs, or of a political nature, such as unrest 

cau'ed by pressure groups. At its severest, political risks may cause confiscation or assets 

without adequate compensation. These according to responses from interviewees arc 

con idered before KCB makes a decision to venture into any foreign market. Political and 

re ulatory i sue!S brought other challenges and attractions. A case in pint is on the 

d ision t invest in outhem Sudan. 'I he finance and trategy heads or KCB Bank Ltd 

indi t d th t th orm 11 ' invited ant r que t · l to invc t in Southern Sudan h • 

mm nt in th t untry. h y th re ' d inc aluati n ol the opportunity 

h h l1 n in 

n initi 1\ 
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The case however was very differ nt in other mmtrics as reported by the interviewees. 

The bank had to con ten l "ith m.m.' host i k rcccpt ions in speci tica11y Uganda and 

Tanzania. This was b thl im.l)'~ ~)r n !()reign regional bank 'stealing' business 

ho tilt tcct,ption according to responses was mainly by 

dt·tiVIIll 

m units, n ,J ulntors, other establi shed banks and in some few 

B when entering a fon:ign market !'o r the first time is usually at a 

mp red to companies that are already operating in the focal market. This 

di ·;..llh mt ge cord'ng to the administration head is because the bank faces liabilities of 

resulting from differences in legal, political, cu ltural , lingu istic, and 

ec nomic conditions between the bank's domestic market and its international market. 

Due to the liabilities of foreignness, KCI3 is at entry to a foreign market unable to transrer 

the knO\ ledge it has gained from their operations in the domestic market to the 

international market. 

.4. Mal'ket Rclat d Risl . 

n the que ti n of wh ther market tze wa a con idcration in dcding the investm~..:nt 

incli ted that thi \ ' a v ry hi ,hi • imt ort mt is ue in ever · 

tm nt 

th t th num r 'et m rk n n th 

th r 
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In the decision on whether to enter into f'orcign markets, the interviewees clearly 
indicated that competitiv fm ''.' in 1hl' hl):;t conntry were a major considerati on. The 
activities going on in th t r d t'nunt' y Wl~r~ n nwjor factor on whetber to enter that 

tllflJ ket i11 que ti lllk l td wa'i IHlWllvcr on an advantage since it was the pioneer 

in th country w~m.~ !i nn . Thi s according to the interviewees 

1 um ./ to focus on foreign markets. The decis ion to invest in fo reign 

\.uther trengthcncd by the lack of any banks in the target countries 
11\llk'l \\ 

im ~'ting in Ken a. This according to the head of operations was that banks in those 
'otunrie_ \ ere not strong enough and were not a formidable force to contend with. 

4A.5 Organizational Related Challenges 

he intervie\ ee sought to establish whether there were any organizational factors that 
challenged it in it foreign entry decisions. One of the f~lctors that was mentioned was the 
bank's name\ hich was localized. One interviewee clearly indicated that ·having a bank 
n med K nya 'ommercial Bank I auz.ania) Ltd' was a challenge when KCB lirst enten:d 

[! 1eign m, r ·et, ba k in 1 97. hi ch lleng seemed to be man l' ·I h · •t od . c.:rvic · 

o ring cu t m r . J lm • tin. Oth 'I 
m 

th I 
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also were mostly of the opinion that l"lweign investtnent shm.11d be suspended e. g. in case 

of Southern Sudan where the · n litit n is th(mghl to h~ still vo1ati1e. The intervi ewees 

indicated that in mo t o i '" n1r du·isi<ms, some qtwrlers or management are of the 

thought lltat wt earl lot\ ipn ~.:llH rpi tl 1 market exposes the bank to particular 

\ h n, \l\llltl mt [I reign mflrkcts for the very Jirsl time, the bank was tml'ami1i ar with 

lh · l\ r i n market en ironment and faced "liabilit ies ojforeignness" which could have 

'th.l,mg ·red their grov..th ambitions in the foreign markets and even locally. Thus, Lo 

h,mdle the liabilitie::. of being foreign, KCB according to the operations head always 

initiates a process to learn about foreign market particularities before venturing abroad 

f r the first time. According to the administration head, entry leaming describes the 

mechani ms a firm uses to acquire the necessary foreign market knowledge before 

entering the foreign market. 
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subsidiaries in Burundi and oth r furth r 'ount ries to the central ACri can region. Though 

researchers have not yet devel p · i . inQlL· cnhL' I' ' nt theory of the drivers o[ success or 

f~tilure of' entry in emerging Ill. tkct ., tlw sl\ldy npr ' 'S with l'indings from a study by 

M< t<lltok (I <J<J7) fi1111 1 ' t' ,ll·:d with hos t countri es Lhal are close in economic 

or scvcml reasons. First, countries close in economic 

m. ket sc 'mcnts thul can af'f'ord to consume similar types of 

kno ledge ahout market demand transrers eas il y [rom home to 

nd. countries close in economic development have similar phys ical 

int'n.:tructure. ' U has airports, roadways, railways, and seaports. Thu s, firms serv in g a 

ho't ~.:ountr. with an infrastructure similar to the home country will enjoy eCficiencies in 

it operations. thus lo\ ering costs. Third, firms develop competencies or knowledge­

based re ·ources that are related to the markets they serve. 'I hcse resources can be best 

le er, ged in countries that are similar in economic development because the skills 

le rned in one market can be replicated in or adapted to the new markets. Firms entering 

c untri th t are \ idely di erent economically ·rom tlH:ir hnme country need to adjust 

th 11 W m ket C ndition thu reducing their likelihood of SUCCI.: • ' !his explains 

m n tin r m 

1 in ' countrie m I th 

th ri k f ailur . 

mz 1 nt l n 
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findings from a study by Rodriguez et al. (-005). The interviewees Curther indicated that 

as KCB sought markets, it n unt 1 \\ ith conuption increnscc.J. The interviewees also 

indicated that corruption i J 1rti '\ll.ld wi,kspn.'nd in transition and less-developed 

CCOIIOIIliCS of CHS(CIIl 

IIL:IlllH\11 I HI. 

'l'lliiOilli • 

. fhi 1111din' n 1rees with tl1e 1inclings 11-om a st1.1dy by 

h h und tha1 in1crnational firm s seeking to enter emerging 

nd 1 tin America encountered massive corruption which put them 

m1 ing investments. 

On the 1 · ·ue of corruption, the interviewee enquired how KCB dealt with corrupti on in its 

foreign entry strategies. Interviewees indicated that the mode-of-entry decision is a 

critical element of international expansion. It substantially inf1uences bank's resource 

commitment, investment risk, degree of control, and profits from international operations. 

'I he interviewees further indicated that entry-mode decisions arc costly to rcver<;e, <~nd 

thu have significant implications for long-term performance, cwn for lnrge M J:.s. 

Inter iewe indicated that corruption and creeping c.·propriation hy government 

O tci I \ a high in outhern udan \ hich in rca ed costs nnd complic ttions in doing 

bu in rncnti 

rru1 ti n. 1 let · w re minim whi h mtl it co tl , in 

t mt nm nt t ) 

in lu ll1r 11 Ill 
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indicated that the cost of transfer of stan: hiring new starr and training the newly hired 

staff were material which push l up tht initi.1l lm tl ny rcquinxl to inves t in the foreign 

markets. The costs of t tff w r • m]IH1ul h lilt• L'X P <llrint~ status the transferred staff 

had i 11 llw l{,n:i ~~~ 111 11 k ·t . 

ll th int rvicwccs CIS the tnost criti cal stage in the bank's 

111 1nnatilln diz tti 11 1 1i stage was men tioned by the interviewees to have 

l.'h:tll·n ,in' 1 ·th itie \hich attracted huge costs. These were mentioned to include cost 

or li~: ns~. ~~ before license is issued, interference by govern ment regul atory 

lg nci~ ·. co t of etting up, ~d poor infrastructure in some ol' the targ~t Corcign mm kets. 

The challenge of poor infrastructure was faced mostly in So uthern Sudan. Another 

ignificam challenge which was established from the interviews was language. KCB 's 

official language is English and in some or the countries it has targeted, the orricial 

language is different. The language problt..:m was encountered in mostly Southern Sudnn 

nd Tanzania where common languages are Arabic nd Kiswahili re pectively. 

" enophobia or fear of fort=igncr and their practic s wu anothc.:r major challc.:ngt: in 

outhem udan market wh r not many empl y c like I \ rking there du · to the 

n ativ per pti n they ed in th t c untry fr m the h r cet W'l 

tp t \ h n m r ud n n 

ny n nd •hi h l11 

th '" untri 



shared values and meanings of the members of a society. Tt: affects not only the 

underlying behavior of customer· in :1 marh i lml nlso th0 cxccntion and implementation 

of marketing and management . IJ,II '. k~ . 

1\notltvr tt ll t! Ot r.:on·id ·1 tli n m the l,nhy s1agc was mentioned by intervi ewees to be the 

l'l'(llf'll llll i 11 V • '(111 Ill ted from the .selected foreign invc.s tment destination. This is 

Hlllllh ·r k ·v l:l) ll ·i rni m before a decision to enter any forei gn market is arri ved at, at 

1\.. 'n B mk. '1 he intervie\ ·ees indicated that the bank .set a minimum return on inves tment 

lROl) which ever foreign investment target had to satisfy to quali fy. The bank was 

reported to have a long term ROI for about 5 years whi ch had lo be achieved. The 

challenge of foreign markets not achieving required returns on inves tment was mentioned 

by the finance director. A study by Erb, Ilarvey, and Viskanta ( 1995) dctern1incd that 

finns in their internationalization were faced with the risk of financia l and economic 

uncertainty about the environment. Financial and economic risks manifest in several 

way . 'I hey could take the form of reces:sion or market downturns, currency crises, 01 

lldden burst of inflation. 1 ·1ost of the e facto arLc from iml alanl:c in th under! yin, 

un 1 menta Is of the ho t country, u h a a l l nee or p 'lllcnt erisi::; . 
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by the government in that country. Th~\ therl'll.'lrl' engaged in evaluation of the 

opportunity and though challengin , d ·idtd w tnke the advantage of a new upcoming 

nation . The challenge how v 1 in ,,utht•rn Sudnn inves tment was massive and thi s 

totuled un in i tiH I inv • iul ·nl K h billion 'I his was due to bureaucracy, expropriation 

Hnd poor strul·t ur , o un nt in Southern Sudan rnarkel. The Bank was however 

wei ' tHn ·d wrll in s 1uth 1 1 ud n mainly because there were no es tabli shed banks in the 

l'l' 'itlll , 'I hL' ~: 1 ... h , e~er , a very differen t in other countri es as reported by the 

int •r vi ' W ·~ ·. The bank had to contend wi th many hostil e receptions in specifi call y 

Ug:.mct·1 und Tanzania. This was because of the image of a f()reign regional bank 

'· tc~a l ing ' bu:sine ·~from the local banks. 'I he hosti le reception according to respon'>es was 

mainly by government administration units, regul ators, other estab li shed banks and in 

some few instances the public. This study agrees with Porac, & Wade's (2004) study in 

L tin America. The study observed that market entry not only increa e.s competition ro r 

cu tamers within an industry, hut also force incuml ent finn to dccidt.: whether or not to 

collaborate with the entering firms in trategic alliances inclu tr 

underwriting yndi , te and other fonns of relation hip . '1 he dcci i 11 t 1 

n t i p rti ul, rly imJ rtant , hen ntering fim1 

r n nn nd 

n \ ithin n indu try ith n 
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collaborate with incumbent firms. This how~ver is de lermincd by whnt strategy or model 

the entering fi rm adopts. A combative tnlr.' m:1 L'l'L' ill ' resentment in incumbent firm s 

and increase the risk of exclusi n. 

Mmkol sile w11: 111 i111p alml n id ration in ~wkctin g til e inves tment des tination by 

K ('H Hurd· Lid. In th IIU. tion tagc, interviewees indicated that the number or bank s 

in th , lmg ·ted m.u-ket. unbanked population and the general populati on were major 

determining f ctor'. Other factors which played on the decision were deposi ts and 

revenue project. in the country targeted and revenue projections fo r the country in 

que 'lion. ln the decision on whether to enter into fo reign markets, the in terviewees 

clearly indicated that competitive forces in the host country were a major consideration. 

The activities·going on in the target country were a major factor on whether to en ter that 

market in question. KCB Bank Ltd was however on an advantage since it was the pioneer 

Kenyan bank and its roots in the country were firm. This according to the interviewees 

gave it an opportunity to focu~ on foreign market . ~1 he deci ion to invest in foreign 

market was urther .strengthen d by the lack f nny l nks in th targ t count ric· 

inve ting in Keny . Thi a cording to th h 'd o op ration ' l~ that b· nk Ill tho c 

ountrie wer 11 t tJ1 11 en u •h nd \ '·re n t fi rmi bl Ontcn \\it h. 
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a foreign market, back in 1997. This hallenge seemed to be managed by good service 

that the bank was offering customer:.. llt \\t \ er Ilk' chnll cngc cropped tlp again . Other 

major chall enges mentioned to ·m n~llt fll)l1\ <)l'J':mizntinnDI sys tem include challenge in 

sourcing stmt-up eapital, h 11 n'' in int<! Jntinp the IT plalform to coordination the 

wltole lll ntu.: lt 11 !Wtllk, 1pp1 ll I 101 ifln market inves tm ent by th e bank's board . Other 

li trl tH'S inrl ud ·d 1 ·i t 111 .,'management and staff. Tile rear of management and staff 

L't lll\~ lh)(lt til. r·u 1f ne\ place and the competing in ves tments which made resource 

ullocati n between t\1 cal and foreign business chall enging. Some pa1·ts of management 

also were mo 'tly of the opinion that foreign investment should be suspended e.g. in case 

or outhern udan where the condition is thought to be sti ll volatile. These fin dings 

concur with management literature which has identified numerous firm-level factors that 

affect entry mode. Examples include a study by Davis eta!. (2000), Delios and Beamish 

(1999) and hrader (200 1 ). 

K B ll"S lear11t many lessons rom the many for ·ign markets it ha · t:nter\.:d ·1c · . 1· 
u 

• cOillllg to 
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CHAPTER FIVE: SUMMARY OF FINDINGS, CONCLUSIONS AND 

R , 01\1 I • HATlONS 

5.1 Introduction 

Th i H chn pter sumn llu lt.e: th ut m nt thl. ~l t rdy · It provides a ~um mary of findings and 

J \ n 1he corH,., Iusions drawn fi·onr the findings. The 

rt~ ~l'Hrc lt .1 tit .11 pt Pvid · mmendations on the gaps identified in the study. Lastly, the 

rt:-sL·nrcht.: t giv1..·. 1 , mmendati ns for further research studies to be carri ed out in thi s 

area. 

5.2 "'umnHlQ' of Finding 

The re ·earcher inquired from the interviewees whether the bank was invo lved in the 

process of adapting a fitm's operations strategy to intemational environm ents that it was 

expanding to . KCB ' as reported to take advantage of the emerging regiona l in ves tment 

opportunities to support inter-regional trade in the East African region. The interviewees 

pointed out that establ ishment of regional branches was in line with the Bank's regional 

e.·pan ·ion strategy. which was reported to b underpinn I by its \'ision to be the "Bl!st 

Bank in th . region". ;\ part of the e.·J an ion trategy, th inh.:rvicwc.:e indit:ntcd that 

K 13 b e ploring th pr > p t of e tnbli hi11g other sub idi tri in Bunmdi nd nth r 

urther c untri t the 11trc I fri 11 re i 11 ' 
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Government was reported as a serious probkm for KCB in it s internationali zation 

process. These findin gs concurred with findin!_'s fmm n study by Rodri guez ct a!. (2005). 

The in! t; rviewct;s Cw1h ·t 

conuplion in ·tet.•l. II tnt 

th ll 1 1 .. ( 1\ 'o ll ghl Jllarkets, its encounter with 

abo i nd ica l ~d that corruption is parti cularl y 

wide~pn:ad in It 111 iti 11 md 1 -de eloped econom ies of' eas t~m Afri ca. Thi s findin g 

ug rL' ·~ with th • fin iin m a tudy hy llellman cl al. (2000) which found that 

international tinw _eeking to enter emerging economics in Afri ca and Latin America 

encountered ma. ive corruption which put them ofT from otherwise promi si ng 

inve 'tment . 1 he re'earcher enquired how KCB dealt with corrup tion in its l'ore ign en try 

strategies. Interviewees indicated that the mode-of-entry decision is a cri tical clemen t or 

international expansion. It substantially intluences bank's rcsourcl! commitment, 

investment risk, degree of ontrol, and profits from intemational operations. 

'J he intervie\\'e s further indicated that entry-mo deci ion a• c costly to r~.:vcr c, and 

thus have ignificant impli tion for l 11 •-term P rfonnance, ev n for lar •e t 1~ . 

lnt I that m11 ti n n I crt: 1 in .·proJ ri tion l VCnll I llt 
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Other government actions were mentionei to affect KCB in its entry into foreign markets 

ofTanzania. These included the requir ment b. r:m'l.nninn m1thoriti es that 80% ofbranch 

employees be Tanzan1an mude it m t, tl in lnms nf' r 'Cruitm ent and selection costs . 

l ~vc n dtlri11 g starting, K ( H \\ 1 tnitul 1o first hire HOCX, local s wh.ich made entry 

eilallt.:lt !' i11 ' .• Tltl· intetvi' t d th.tt lh<.: (OS t of' transfer of' starT, hiring new staff 

und trui nin '. tit. 11 "I • hit • ff were material which pushed up the illiti al outl ay 

r ·quirl'd ll) im· ·t in th fi reign markets. '1 he costs or staff were amplified by the 

~xpntriu le status the tnm ferred staff had in the foreign markets. 

The entr ·tage is ·tage was mentioned by the interviewees to have clt allenging activities 

that attracted huge cost . These were mentioned to include cost of Iicen<ie, process he/'orc 

licen ·e is issued, interference by government regulatory agencies, cost or setting up, and 

poor infrastructure in some of the target foreign markets. 'I he challenge of poor 

infra tru~ture was faced mostly in outhern udai1. Another signi licant challenge which 

\ as established from the interviews wa · language. K B's oflicial langungc is I•nglish 

and in omc of the ountries it h targeted, th offici I I n 'ling~.: i diiTcr~.:nt . 'Jlw 

language probl m \ en unt 
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Southern Sudan authorities which ha\'e ,.,·anned reh1ions between peoples o[ the two 

countries. 

Politi cnl nnd regul ato ry i u · · u•ht lh• 1 chn l kn r~ ·s and attractions. A case in pint is 

011 tlt t.: ck ds io 11 to inw .t 11 uth m udnn. 'I h~: fi tHIIJ Cc and strategy head or KCI3 Bank 

Ltd indt t·atcd tit 1t tit nn lly invited and requested lo inves t in Southern Sudan 

by tltl' ' tlV I..Tl ll ll 'Ill in th. country. 1 hey therefore engaged in evaluation o [ the 

opportunity md th ugh hallenging, decided to lake the advantage or a new upcoming 

nation. The dmlknge however in Southern Sudan investment was massive and this 

totaled an initial investment of Kshs 2 billion. This was due to bureaucracy, expropriation 

and poor structures of government in Southern Sudan market. The Bank was however 

vvelcomed well in Southern Sudan mainly because there were no estab lished hanks in the 

region. The case however was very different in other countries as reported by the 

interviewees. The bank had t contend with many hostile receptions tn spcci lically 

Uganda and Tc nzania. 'I his wa hccau e or the image of a rorcign r gional bank 

'stealing' bu~ine :s fr 111 th local bauk:>. 'J he ho til· r eption Hccording tore ponscs w, s 

t r , oth r e l bli h ·d b nks an I in 

In th lll 

ll Ill 



whether to enter into foreign markets, the interYic-wccs clea rl y indi caied that competitive 

forces in the host country were a major' m ., kr.11iL)n. Then ' liv iti cs going on in the target 

country were a major factor on whcth 'f 1 LllfLl fhn f mnrl<cf in qu (.)s ti on. KCT3 Bank Ltd 

was however on 1111 Hdvantng tiH, pioneer Kenyan bank and its roots in the 

country wt.:ru littn. 'Jiti 1 intctvicwe<;s gave it an oppo rtunity to focus on 

l(ll· ·i!:'.l \ mnth·t-: 111· I n t 111 e t in foreign markets was further stwngthcned by 

the luc k t\r nny 1 mh'.: i he arget countries investing in Kenya. Th is accord ing to the 

hend L)r l)peraliou..; "d · tha bank in those countries were not strong enough and were no t 

a formidable force to contend \\~th. 

One of the factors that was mentioned was the bank's name which was localized. One 

interviewee clearly indicated that 'having a bank named Kenya ommercial Bank 

(Tanzania) Ltd' was a challenge when KCB first entered a foreign market, back in 1997. 

1 his challenge seemed to be managed by good service that the bank was orrering 

customer . I lowever, the challenge croppc I up again. 

l ther major hcllen e m nti 11 d to em n t from rganiz ti ntl 'flY ·tem in lu k 

ch 11 n m. urcin t 11-UJ pit I, lfl int •mtin • the n pi tlf I Ill t ) 

c rdin ti n th 111111 t iII tm nt l th' 

f 

Ill th 
nt 

Ill 

nt tl ini tl 



suspended e.g. in case of Southern udan where the condition ts thought to he still 

volatile. 

The challenges have given th · b mk 1 tknu.: in ~~ lll l.! rin a l'orcign markets and today it is 

tnore pn.: pnred i11 vnlt:t in'. k t than il was in il s firsllrial in 1997. The ban1c 

hus n:uprd ttlPd r ·tu111 foreign operations and il is planning to cnlcr more 

rcgionul tnnrkl'l · .:m:h 1 Umundi and Democratic Republic Of Congo, in line with its 

vision ' to l the best bank in the region.' These are views which were from the finance 

director who indicated confidence that expansion was on course and was bearing 1i·uits 

~unid man · challenge · 

5.3 Conclu ion 

Foreign market entry is a process fraught with difficulty for firms, given the unknowns or 

operating in settings that can be very different from their home countries K n has !~teed 

many challenges in its endl!avor in spreading throughout the eastern A li·ica region. The 

bank has en ountered challt:ngc hich me unlike the ones in Kenya. K B Bank Ltd 

I rive it 1111 titi . 

r 

tl 

f u h mer in the t.:ash:rn A It ku 

int rn 

untri in 

ll h tp 

t it 

Ill 

titi n th 111 in 



In this study, the major challenge of interna1ionnlizntion !'need by KCB were political 

and regul atory, resource availability, li 'nn1L'n1 or t\~S~)urces 1o the !oi·cign market and 

some societal factors inhet ·nt in 'l htllt':-. t\f' ht\S I Gt)tl tlt ry's people. There was also the 

chall enge of host cotutlt Ill! in1 up npn inst the entering bank. The rapid 

inlcf',ntti on ol' t.:aslctll \ t i m into the global tradin g and inves tment system 

n other local firms expanding to regional markets. 

tem frica arc in their early development stages and severe 

corrupli n 1b und: th in go emment and the private sector. Moreover, our fi ndings 

indicate that corTupt go ernments create informal restrictions to Ioreign ownership in 

addition to detening FDI via legal restrictions to foreign ownership and operation. The 

different institutional en ironments faced by an MNE's subsidiaries create institutional 

pressures between local adaptation requirements and internal norms which creates firm­

internal institutional conflict in some instances. 

Another nhJOr hallenge to finns internationalizin' is infrastructure. Sucu.:ss is 

ub tantially n i igniti ntly I \ r in countric with poor infra trueture. lnfrastruclun: 

which i ub t ntially uperi r m ke op rations mu h a icr fbi new ntrnnt . ontn I ol 

r art in or i '11 m rkc: ts . 

I n 1 II d 111 to 
Ill 

l I 
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Openness of markets is an,other challenge \\'ht:>rL' some governments have not full y 

integrated their economies with th th r in 1hl' n: p,inn. Openness suggests easier entry 

and , thus, easier succes .. llo\ e r, ' h 1t L t !h•n ovt tl ookL'd is that what is true lor one 

entrant is al so true fl ll t th ·r nt nl . t H .Itt t opt~l ll lcss results in more firm s from the 

satll t' i11dustri untri .nt cri ng the !'ray. This competition puts 

downword pt l' ' '\11 ll\t \1 in, making it increasingly difficult for all firm s to succeed. 

Thu~. imTL' tsin' ~1 1 nn 

th is r ·suit the study e.:tabli he that where KCB entered earl y, it ga ined more succcs<>. 

Economic and cultural proximity between the home and the host country favors 

'ucce, 'ful entry into emerging markets. In terms of Uganda which has conditions and 

culture which are consistent with Kenya, there are fewer challenges. In countries where 

the culture materially differs from the home country, more challenges are encountered . 

•ly analy:,is fthe challenges indicates that one ofthe most fr~qw.: ntly cited r~asons ror 

ucce or f< ilure in [! reign markt:ts i how wdl or poorl y the cnttant adapts th~: pmdut:t 

to th local culture. 

.4 Li mita tion of th ~ttul ' 

hi tu im l n in' 

nk int n. 1h 

t lll in it 

ntt lit 

t i I lli n th 

1U y n Ltd t 

th nth I· t ·m 

• in tl ir n nl•rnt 

th t r n 
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t tbli h th. 

n . 

Ill 

t 1 



queries were not answered to the sati:hction of the interviewer and some vital 

information may have been .withheld. llo\\ '\' ·r that in!'nrmation was regarded as private 

by the hanks and hence could n t h ' im1 .ll tul nl 1:1tiwly on the findings. 

;\nothn lin li l ll l iou · 1111 in 1 \Ill ti< n of lhl.: lindi11 gs since thi s was a case study. A 

l' HSr study 11 . ,, dlv h 1 tlu hmll lion though it was appropriate in thi s stmly since in­

<kpth krwwl ·d' ' ' 11 lh 

5.5 Rrcommcndation ~ For Further Research 

This ·tudy aimed at e~tablishing the challenges faced by commercial banks in Kenya in 

their internationalization process. The study focused on Kenya Commercial Bank Ltd and 

studied the challenges the bank has faced over the years in its bid to enter regional 

market ,. Though the study gave an insight on the challenges that typical banks can face 

in internationalization, ome of the challenges faced by K 'B bank Ltd arc speci fie to the 

bank and therefore annot he. readily generaliz d t >hanks. Another study could then.:rore 

be arrie out to tnbli h the clh 11 ngcs that other banks like.: I•quity Bunk Ken a Ltd 

in ent ring rei n m rkct . uch n study uld al o cu on < th r fi rei n lank 

tin in Kcny t find ut th th y h v in cnterin • th Kn•m 

m tk t. hi u tl m r n thi hi h \ ul i d th 

in m1 ti n I id in thi tu y. 



5.6 Recommendations For Poli · • m l l •: l'fiu 

nwrlw t shntt:. l >t iv '" b 

trnditiot ud 111 11l· ·t ·. K 1\ h 

.m \ .mki111 mn rkcl has resulted in a costly battle fo r 

th unp ta1ivc and raced with slackening demand in 

en compelled lo i ncrcase promoti onal expenses and 

innovnl ~..: !(.11' i u ·t,m~e \el 1 ing new products or product vari ants to maintain JT\a rkel 

po ·it ion. .: ,l re ·ult. K B is continually looking for new growth opportuni ties outsi de 

r en '~L Th ·e include b th large and small emerging markets, such as Rwanda, Uganda 

Bunmdi and outhem Sudan. In entering these markets, KCD like many other 

internationalizing companies have encountered various challenges which if not checked 

can result to failure of foreign operational strategy. Other banks should follow suit and 

spread their businesses across the east African region. This serves two purposes, 

diversification and improved market share. However this process is riddled by challenges 

which shoull be criti ally analyz~.:d before any decision to enter a foreign market. 

lo t of the chall n e that h ve be ·n mc.:ntione I in this ~tudy include mostly those 

ern 11 ting rom th p liti . I leg I n the rg miz·ni n th ·m lv ~. ·omn \end alit' n 

her ore t r 

h 

ill 

hi th 

mm nt to n ur th t their m 1 k t d m y '•ith 1 1 t k t 

r in tru tur , 1 r r 11 

m1 titi •c.:n lll 



The dramatic changes in the regional marketplace h~we importnnt implications for the 

marketing strategies of MNCs from d v ·lop· I 'l)lll1triL·s induding KCB. Such con1panies 

need to reformul ate their global 

indicated. On the o 11 hIll I, thi 

capture dl'lllHIHI in til ·it lt \lid 1 

i m.rl .· t r: IIL~py, adopting a broader focus as 

l Vllopi np new initiatives to stimulate and 

'lnd at the same time they must l'onmllatc new 

I gt >wth opportuniti es in other countri es throughout 

thL: rt: •ilHl. F l)t' ' ,n 1pl , K B bank Ltd has managed to increase its overall revenue, 

becau~e it hu: mov d ggre i ely into developing markets of eastern Afri ca. The study 

recommend~ to organizations specifically a bank like KCB to study care ll.dl y foreign 

market, ·uch that entry to such markets will add value to the whole busi ness. 

Emerging markets of the region are an important avenue for growth. Literature on 

intemational management suggests that home country advantages allow firms to 

compensate for the difficulties as~ociakd with operating abroad. ' l his stream of reseurch 

ha t nde 1 to mpha ize the adv ntages as ociatc I with the possession or brands, 

technology, kn \ -hO\ , and gen ral m, nagemcnt kilb. 'I he tudy rccommcmb to 

c 1111 am tamp th ir c 1111 titi ene in th ir home Ct unuy he fore h ·a lin, to other 

t; J1 ign m 
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APPENDIX 1: THE INTERYI 'V Gln DR 

Part 1 

General information 

1. Nmne o!'the inte• vic.\\ 11ion.1 1) ........................ . ..... . ...... .. ... .. ... . ... . 

' . Wh II is 'l\11 i 'l title in Kenya Commercial Bank (KCB)? 

............................................... 

J. \\'hat gender are you? 

a) fale( ..... .. ) 

b) Female( ....... ) 

4) What is your level of Education? 

a) Post Graduate( .......... ) 

b) Under Graduate( ......... ) 

c) oll ge ( ........ ) 

d) thers ( ...... .. 

5. IIO\' m n ' y r h y u w rkcd [I r nya nun hll nk K l\ UJ to now? 

-I 

11-1 



d) Over 15 years ( ...... ) 

6. Where are you workin > 'llrtt:ntl •? Pk.1 s ~' lick one 

a) Bnt~~ ch ( ....... ) 

b) I lead nt 1 ....... ) 

7 Wll 1t i: ·om de artment's main role in lhe Kenya Commercia l 11ank (KCB)? 

.................... .. ......................................... 0 ••••••• • ••••• •• • • • •• •••• •• • • • • •••••• ••••• 0 • •• ••••• 

•••• • • •••••••••••••••••••••••••••••• • •• • • •••••••• • ••••• • ••••••• • • • •• •• •• •• • • 0 •• ••••• •• ••• • • •• •• • ••• • •••• • ••• 

7. How many,branches does the bank have? 

Below 5 branches 

5-------1 0 branches 

10------20 branches 

20------- 0 bran h 'S 

I num r f rnpl 

1---1 le 

r. ] 

1 

in th b n · u ·ntl 1 

] 



101------200 People 

201 ------300 People 

Above 300 People 

r 

l'nrt II: Clwll 11 1 '"!lor mt ·rnationalization 

l 

.I 

l. ls :our tim1 currently involved in the process of adapting a finn's operations 

(strategy. structure, resource, etc.) to international environments? 

Yes [ ] No 

2. Hov did your firm begin to internationali:te its operations from the start up lo 

overseas production? 

----------------------------------------------------

. H y ur finn be n e., riencing go ernmentnl or ~o i t tl 1ct ion md polici 

n in tin ith r within r ut id tht: ho t country, nd n 

r th Ill~ rity reJ n bu in • nd in tm nt ? 

, ] 

u tr t l liti 1 ri Ill nt v ' im rt nt t in ur fi rm 

ti 



Yes [ ] No r ] 

5. What are your firm' k · • .Hl'.ls of !()l:us tn po litical risk assessment m your 

int ert wti o11 ftl i11volv n nt' 

t investments (FDI) I' 

b) 

·) l•p ·u- n li en ing .I 

d Fo u~ on ranchising r. 

e) ther-

6. \ hat is the most critical stage in a fim1's internationalization process? 

a) During the pre-entry stage 

b) During the entry st ge 

c) During th po t entry stage 

d) II oftlt a ove [ 

7.H y ur finn vi \ p litic 1 ri k? 

vcrnment •ith t u in 

1 

h 
. lu ti ' lu ti Ill l ll n, 

1 



c) the possibility oflosses rather thnn crention or new opportunities ] 

8. What are the m Lrk t 1 I. ll I rhalk npcs that KCn race in internationalization 

r)r(l Ct:SS. I I • • I' I I ••••••••••••••••••• ' ••••••• I I . I I I • • •••• • •••• ••• •••• ' ••• ••• •••• 0 • ••• •• 0 0 •• 0 ••• • ••••••••• • • • 

1 1 1 1 1 t t 1 t 1 I It I I I I I I I I I I I I I I I I I I I I I I I I I It It" 1 1 I o o t 1 o o o o o o o o o o o o o o o o o o • o o o o o o • • o o • o o o o o o o o o o o • • 0 0 0 0 o 1 0 t 0 0 0 0 0 0 0 

••••• ••• • •• • ••••••••••••••••••••••••••• • •• •• • • • •••••••••••• • • •• • ••••• • ••••• •• •••••••••• 0 0 0 • • •• •• 0' •••••••••• 

........ . .. ........................... ........ ••• ••• ••• • • • ••• •• • • • • • •• • •••• • • 0 • • •• 0 •• ••• 0 ••••• ••• • • • •• 0 • • ••• • 

ln the intemationalization process, what competitive related challenges docs KCB 

face ..................................................................................................... . 

············································································································ 

············································································································ 

............................................................................................................ 

································ ························· ··· ········· ········· ······························ 

lU. \Vh t rganizational relate chall ngc!; doe K B c.· pl;ttt:nc · 111 th · 

int m tion li tion 

ur ...•.... . •.. .•..•..••.•. .. ..•..••.••.•••.•.•••••••••••• .•••••••.••••••.•.••.••.•.•••..•.••.• ..•• 

· ···••·················•·· ················ ··· ··•·•·················•·· •· ················ ···················· 

......... ................................ 



11. What are some of the Reguln tions that KCB v1ew as a challenge to 

internationalization 

process ..... . ............................................ , .. . . .. . ... . ... . .................................. . .. . 

.... ............... ....... ... .. ..... ·· ··· ..................................................................... . 

• • ' ........................ . ... t ••• ' ••••••••••••••••• • • •••••••• ' •••••••••••••••••••••• ' ••• '" •••••••••••••• ' ••• 

• t t f I ff f of Itt • • •• f'. o t f t t.' t • t le "o "t t t e •• t e f f e f f f f eft f e tIt t. t t eft I. f f f f f t f f e f e f f f f If. f f f Iff f t e f f f f f f f t f t t f e 

I . l1llC- K 0 ie\ the Product offered as a challenge to their internationalization 

l rm:ess '7 If yes, how lS it a 

challenge? .. ..... .......... .............................. ................................... .................... ....................... . 

13. Does KCB see the Customers as causing the challenge lo internationalization 

procedure? .............................. . If yes, what are these 

challenges .. . . ........ . ... . ...... . . . . ... .. . . .. .. . . ... .... . .. .. . . .. . .. . ..... . . .. ...... .. .. .. .. .. .. .. ... . 

14. I th Lntry lode to intcrnation II market challenge to K B? ...................... II' 

y , hO\' is it a 

e I e • 9 t e It e e I e tIe t t t t t t t t t t t • t t t t t t t tIt t t t • I It I. t t t t Itt t I. t t tIt tIt t t t t t t t t t t I t t t t t t t t f t t t t t t t t t t t 
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