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ABSTRACT

Beer market growth is flat due to economic hardshifat have continued to affect beer
industry, coupled with high taxes, stiff competiti’om other beverage sub sectors and
low consumer spending. How a firm chooses to pmsitiself relative to its competitors
in the market place, will greatly influence the segs of this firm. The study aimed to
determine the strategies employed by beer manufagtaompanies in Kenya. A survey
approach was adopted and the primary data wasctadldoy use of questionnaires. A
total of 10 out of 14 questionnaires administerestenreturned. The results were then
presented in the form of tables and were analyzextder to get a view of the strategies
employed by the different firms. The beer manufaogicompanies in Kenya viewed
resources and strategies as being important andokaghieving competitive advantage.
These companies indicated that the resources grabitiies they controlled were fully
utilized and they invested in resources and cajpabil that ensured sustainable
competitive advantage. The beer manufacturing compan Kenya use cost leadership
strategies, since they attempt to attract the mat&minated by cheap home brews and
illicit spirits and low consumer spending brouglhbat by economic hardship. On the
other hand, they also differentiate to attract linerative beer market with premium
brands. This segment has seen a lot of activityeaent years with international brands
ploughing millions of dollars to compete for the nket share. Positive forecast in the
coming years has seen investment in resources a@mabilities as companies position
themselves to take advantage of the opportunities.
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CHAPTER ONE
INTRODUCTION

1.1 Background of the study

Strategy is a framework through which an organ@attan assert its vital continuity
whilst managing to adapt to the changing envirortntergain competitive advantage.
Thompson, Strickland and Gamble (2007) define exnatas the competitive moves and
business approaches that managers are employgrgwothe business, attract and please
customers, compete successfully, conduct operatan achieve the targeted levels of
organizational performance. Similarly, Johnson 8oboles (2003) define strategy as the
direction and scope of an organization over theg lmmm which achieves advantages for
the organization through its configuration of rem®s within a changing environment to
meet the needs of markets and fulfill stakeholdergdectations. Thus a company’s
strategy is all about how- how management intendgrow the business, how it will
build a loyal clientele and outcompete rivals, heach functional piece of the business

will be operated, and how performance will be beds{Thompson et al.,2007).

The theoretical foundation of the study is basedheresource based view which is a
theory of firm performance that focuses on the ueses and capabilities controlled by a
firm as sources of competitive advantage. AccordmgBarney and Hesterly (2010)
resources in the resource based view are defindteadangible and intangible assets that
a firm controls that it can use to conceive andl@ment its strategies while capabilities
are a subset of a firm’s resources and are defisgte tangible and intangible assets that

enable a firm to take full advantage of the otlesiources it controls.



The resource-based view emphasizes the firm’'s ressuas the fundamental
determinants of competitive advantage and perfoomait adopts two assumptions in
analyzing sources of competitive advantage (Bard€91). First, this theory assumes
that firms within an industry may be heterogeneadath respect to the bundle of
resources that they control. Second, it assumesrélaurce heterogeneity may persist
over time because the resources used to implenrems’ fstrategies are not perfectly

mobile across firms.

Beer is the world’s most widely consumed alcohdleverage and it is the third-most
popular drink overall, after water and tea. Bealustry is on the rise especially in the
developed countries, this has been propelled bynao@ growth, technology
advancement, high per capita beer consumption,ovegr quality, and globalization of
markets that has provided better market opporesiitiikewise some of the developing
countries with better economic indexes are expetdeexperience growth as well. In
other regions, the industry has either declinedsostagnant as a result of economic
recession, health and social concern, negativedantie on globalization of markets, lack
of donor funding support, and industrial brewinghieology as in the case of some

African countries.

The huge potential for growth in beer sales ackmssya has seen leading manufacturers
engage in increasingly competitive tactics in orderincrease their market share
(European BeerGuide). Global giants like South &sin Breweries Miller (SABMiller),
Diageo and Heineken are ploughing millions of dsllato marketing as they compete

for the countries’ rapidly expanding drinks indystr



However, around 75 per cent of the drinks markethencontinent is still dominated by
cheap home brews or illicit spirits and drinks camigs believe many of these
consumers will convert to commercially-producedelagand spirits as they move up the

wealth chain.

1.1.1 Concept of strategy

The main objective of any strategy in an organimatis to improve its financial

performance, strengthen its competitive positiord # outdo its rivals (Thompson et al.,
2007). Strategy is concerned with the long terraddion of an organization concurrently
Johnson, Scholes and Whittington (2005) saw tmateggy is likely to be concerned with
the scope of an organization’s activities. Theessfiscope of activity is fundamental to
strategy because it concerns the way in which thesponsible for managing the
organization conceive the organization’s boundariéss could include decisions about
product range or geographical coverage. Johnsah €é2005)go ahead to explain that
strategy is about trying to achieve some advantagg competition, searching for
strategic fit with the business environment, arghting opportunities by building on an

organization’s resources and competences.

According to Porter (1980) in coping with the fiw®mpetitive forces, overall cost
leadership, differentiation, and focus are the genestrategic approaches to
outperforming other firms in an industry. Low costative to competitors becomes the

theme running through the entire strategy.



Having a low cost position yields the firm abovesage return in its industry despite the
presence of strong competitive forces. Porter (L8&@her argues that differentiation, if
achieved, is a valuable strategy for earning alexerage returns because it creates a
defensible position for coping with the five compe¢ forces. The final strategy is

focusing on a particular buyer group, segment efgitoduct line, or geographic market.

1.1.2 Competitive advantage

As defined by Thompson and Strickland (2002) a camyphas competitive advantage
whenever it has an edge over its rivals in secuciugjomers and defending itself against
competitive forces. A creative, distinctive strategat sets a company apart from rivals
and yields a competitive advantage is a compangstmeliable ticket for earning above
average profits. Furthermore, according to Thompsobral. (2007) if a company’s
competitive edge holds promise for being sustam#itn the better for both the strategy

and the company’s future profitability.

A systematic way of examining all the activitiefiren performs and how they interact is
necessary for analyzing the sources of competé#ix@antage. According to Porter (1985)
the value chain disaggregates a firm into its styatlly relevant activities in order to
understand the behavior of costs and the existmagpatential sources of differentiation.
Additionally, developing expertise and resourceersgths that give the company
competitive capabilities that rivals cannot easitjtate or trump with capabilities of their
own is another approach of achieving competitiveaathge according to (Thompson et

al.,2007).



1.1.3 Brewing Industry in Kenya

Beer market growth is flat due to economic hardshifat have continued to affect beer
industry, coupled with high taxes, stiff competitibom other beverage sub sectors and
low consumer spending. Kenya ranks as Africa’sdthérgest alcohol consumer after
South Africa and Nigeria this is according to aralgsis by Deutsch Bank Market
Research (2012).The research that is based onatit@nal beer maker Diageo’s sales on
the continent placed Kenya’s alcohol market shark/goercent of Africa’s total behind
Nigeria with 36 percent and South Africa with 18pmant. According to analysts,
operating margins for Diageo in Kenya can go at lag 30 percent given its quite

premium pricing and the company’s scale in botlr bed spirits.

The regional beer market appears to be looking ith analysts reporting positive
forecast in next four years. Analysts at Renaiss&apital, an investment bank, say the
region presents significant potential for growthber consumption, despite muted beer
per capita consumption (PCC) growth levels in tastpThey believe this potential stems
from competitive pricing of beer and improvement tine coverage of brewers
distribution networks, supported by robust econoraid population growth and
urbanization trends. It is expected consumptiokast Africa to increase by 4.8 per cent
between last year and 2016. The report paintedip@iutiook for volume growth for
regional brewer, East African Breweries Limited @A, saying it expects volume
growth of 19 per cent this year, on the back ofrang first half year performance in
Tanzania, particularly following the consolidatiohSerengeti Breweries Limited (SBL)

with EABL and export markets, including South Sudan



Beer consumption in Kenya has increased over ayiag period to 11.9 liters per capita
last year. Stiff competition in Kenya’s premium beearket has attracted interest, with
players such as SABMiller and Heineken angling doslice of the pie. According to
Redfern (2012)Keroche Industries’ ambitious expamgplans have forced EABL to
launch new brands. Two months ago Keroche IndgsKenya’s second biggest brewer
announced plans to upgrade its bottling plant ebst of $29 million, which it aims to
complete by the need of the year. The plant sheetdthe brewer increase its capacity
from 60,000 bottles a day to about 600,000. Thatpsaould help push market share
from the current three to 20 per cent by 2014. plaat will enable the brewer to launch

two new beer brands.

The leading company in beer is EABL, holding anf@3 cent volume share in 2011.
Tusker, Pilsner, Tusker Malt and Guinness are ibstnpopular brands. This is due to
their lower price compared with the imported al&ives, and their overall availability
across the country. There is also loyalty amonggorers to particular brands, who are
reluctant to try other beers. EABL also has a nvassvar chest and a well-oiled

marketing machine that is constantly pushing ienaig.

The top ten brewing companies in the world spanticents and countries from the
United States to Europe, Mexico to China and JaBacoming one of the top 10 does
not come easy, and industry review giant Hoovers.ceports and estimates that the
fiercely competitive brewing industry includes ove/000 brewers worldwide. Many
companies have merged or acquired others to iretbag share of the $100-billion beer

market. Since 2009, Anheuser-Busch has held thégosf the world's number one



brewing company. The company brews over 300 bdarp:-selling labels worldwide
include Budweiser, Michelob, Becks, Stella Artdégss and Brahma. SAB Miller sells
over 160 million barrels each year of beers botdad packaged under over 200 brand
names worldwide, and representing over 11% of tbedis total beer consumption. SAB
Miller also owns over 58% of the Molson Coors CompaHeineken brews include

Amstel, Murphy's, Cordoba, and Tiger.

In 2006 alone, Heineken shipped over 156 milliomrdda of beer while Carlsberg
shipped over 60 million barrels in 2006, earning tompany more than 4 percent of the
world market. In 2005, two of the largest US bresy&iolson and Coors, merged to form
the Molson Coors Brewing Company. The company ss alartnered with SAB Miller,

operating as Miller Coors (Hoovers, 2009).

1.1.4 Brewing firms in Kenya

East African Breweries Limited is East Africa's deay branded alcohol beverage
business. Diageo Plc. is the majority shareholdétABL which is listed on the Nairobi

Stock Exchange. EABL is East Africa's second largempany by market capitalization
and has a 50% market share. Part of East Africaw@res is Kenya Breweries, who
brew Tusker, the most popular beer in Kenya. KeBs@awveries has been the dominant
brewer in Kenya since it began operations in 192 brewery is located in Ruaraka,

near Nairobi and has a total brewing capacity 50@,000 hectoliters per year.



In 2002 EABL and SABMiller Plc. effected a shareapwof their interests in their
subsidiaries: Kenya Breweries Limited and Tanz&rg&weries Limited. EABL acquired
20% of the equity of Tanzania Breweries. SABMilRdc. acquired a 20% equity stake in
Kenya Breweries. The partnership between EABL aAd $iller in Tanzania went
through turbulence in 2009, EABL claiming breachcohtract by TBL that led to low
quality of EABL’s drinks that were produced by TRBhd restriction of some of Diageo’s
and EABL brands to enter the Tanzanian market. [Baigo EABL’s acquisition of 51%
of SBL and exit from TBL's shareholder structureotlgh successful IPO through the
Dares Salaam stock exchange. SABMiller sold itkestéenya Breweries to East African

Breweries. In 2003, Kenya Breweries consumed al®®sbf the Nairobi water supply.

In 2005, EABL became the first company in East &rto reach US$1 Billion in value.

Tusker is the main brand of East African Brewemngth over 30% of the Kenyan beer
market selling more than 700,000 hectoliters par.y€usker is also the largest African
beer brand in the Diageo group. In early 2008,UKesupermarket chain Tesco began

selling Tusker, followed soon after by Sainsbury.

Keroche Breweries Limited was launched on 24th Retd@2008 culminated by many
years of patience and hard work as history was rngdie launch of the first Kenyan
fully owned brewing company. Keroche Breweries glyicdistinguished itself as the
first, unique and only brewer of high quality arehtihy Natural, Sugar free beer winning
the hearts of many Kenyans by its 21st centurynelcdgy drive. So far, Keroche
Breweries Limited is the sole producer of Summig&aand Summit Malt brands that are

Natural, Sugar free and truly Kenyan beer brands.



Keroche Breweries Limited started back in 1997 asmall family business. It was a
result of a market survey conducted by the Foundrs& Mrs. Tabitha Karanja on
opportunities available in manufacturing marketnthéccording to United Nations
statistics, 56%o0f Kenyans lived below the one dadladay poverty mark which simply
means a huge population was not targeted by thstirgimultinational. This fact would
then reveal why the illicit brew industry thriveduoh as people went for the cheap
although dangerous brews not only because of laéknas but also lack of choice. This

would form the entry base for Keroche Breweriesiteghin the Kenyan liquor market.

Introduced in December 2009 as the first 100% rddieser brand, the launch of, Summit
Malt was a ground breaker. Kenyan consumers amdughy realizing the full spectrum
of brewing potential, and are asking for specidtgws more often than ever before.

Summit Malt became the country's first 100% maérbe

1.2 Research problem

Newman, Logan and Hegarty (1989) emphasize thatdleeof strategy is to provide
basic direction for the business especially wigpeet to dynamic changes in the relevant
environment. Strategy is an understanding of thiere&l environment and the resources
available to compete in the external environmergpdh (2008) concurs with earlier
views of strategy that it involves the whole orgamion and provides a focus and
overview for managers and employees at all levieteeorganization. Mintzberg (1987)
suggests that strategy like marketing- which hagatir Ps should have five Ps, namely

plan, ploy, pattern, position, and perspective.



The connection between competitive advantage aofitadsility means that the quest for
sustainable competitive advantage always ranksecestage in crafting strategy.
According to Barney (1991) a firm is said to haveampetitive advantage when it is
implementing a value creating strategy not simatarsly being implemented by any
current or potential competitors and when theserotinms are unable to duplicate the

benefits of this strategy.

The potential for growth has led to fierce rivalgtween the drinks majors in East
Africa, where a nine-year agreement between SARNVEITBL and Diageo’s EABL was
aborted last year. Diageo then decided to go iteala Tanzania by snapping up a 51 per
cent stake in Tanzania Breweries Limited (TBL) miawal, Serengeti Breweries. Stricter
legislation will also shape the beer industry itufe, limiting manufacturers’ advertising
leverage and introducing more competition with ldgalization of home-made liquor, or
Changa’a, which will prevent beer from booming ihet future. For the beer
manufacturing companies to remain competitive atnsdgh intense competition and
challenges, they must adopt strategies that ersyyerior performance and earn them

competitive advantage.

Previous studies have been carried out on theddreampetitive advantage but none has
specifically focused on carrying out a survey ofatggies employed to achieve
competitive advantage by beer manufacturing congsaini Kenya. Allela (2011) carried
out a study on competitive strategies employed lepnya@ Commercial Bank Group
Limited. Awori (2011) did a survey on strategiepieed by Equity Bank to develop
sustainable competitive advantage. Ndungu (201d)ecdaout a survey on competitive

strategies adopted by players in the beer industigenya noting that players in beer

10



industry in Kenya use cost leadership strategy asorapetitive strategy since they
attempt to reduce their operational costs to delpreducts at the lowest price. Mburu
(2011) carried out a study on knowledge managelmgBABL in its internationalization
process. Muinde (2010) researched on strategieslogatp by National Housing
Corporation while Mbewa (2010) researched on gjraseadopted by Barclays Bank of

Kenya to achieve competitive advantage.

While the reviewed studies will compare well to therent study they however focused
on different organizations context as well as saoeceptual ones. Therefore, the study
will seek to answer the question: What strategasetthe beer manufacturing companies

in Kenya employed and how have they led to competadvantage?

1.3 Research objectives

The objective of the study was to identify the teigies employed by the beer

manufacturing companies in Kenya to achieve competadvantage.

11



1.4 Value of the study

The findings of this research will be beneficialthee brewing firms in determining the
effectiveness of their strategies they are curyemthploying and the challenges in their

implementation for competitive advantage.

The study will add value to theory and practiceftmyming a basis upon which further
research on issues of strategies in attaining ctitiyveeadvantage shall be undertaken by
academicians and managers. The findings will adst the validity of Porter's generic

strategies theoretical framework.

The study will also be of value to regional andernational brewing firms in

understanding how to achieve competitive advanitagiee Kenyan market. This study is
expected to provide the brewing industry with valeainformation on how to achieve
sustainable competitive advantage and gauge hoeessitl their company is employing

its chosen strategies and finding room for improget

12



CHAPTER TWO
LITERATURE REVIEW

2.1 Introduction

This chapter presents a review of the relatedalitee on the subject under study as
presented by various researchers, scholars, asabystl authors. The chapter contains

general literature and theoretical framework.

2.2 Theoretical Foundation

Beer market growth is flat due to economic hardshiyat have continued to affect beer
industry, coupled with high taxes, stiff competitidom other beverage sub sectors and
low consumer spending. Kenya ranks as Africa’sdthérgest alcohol consumer after
South Africa and Nigeria this is according to aralgsis by Deutsch Bank Market
Research (2012). The business environment is auhstahanging and companies
sometimes do not have the capacity and resourdesefo up their response with the pace
of change in the environment. This affects thegcsss in choosing and implementing

strategies that lead to achieving competitive athga

The resource based view is a theory of firm perftoroe that focuses on the resources
and capabilities controlled by a firm as sourcesahpetitive advantage. According to
Barney and Hesterly (2010) resources in the resobesed view are defined as the
tangible and intangible assets that a firm conttbist it can use to conceive and
implement its strategies while capabilities areubsgt of a firm’'s resources and are
defined as the tangible and intangible assetsahalble a firm to take full advantage of

the other resources it controls.

13



The resource-based view emphasizes the firm’'s ressuas the fundamental
determinants of competitive advantage and perfoomait adopts two assumptions in
analyzing sources of competitive advantage (Bard®91). First, this theory assumes
that firms within an industry may be heterogeneadth respect to the bundle of
resources that they control. Second, it assumesrélaurce heterogeneity may persist
over time because the resources used to implenrems’ fstrategies are not perfectly
mobile across firms. Resource heterogeneity (oguemess) is considered a necessary
condition for a resource bundle to contribute tcoanpetitive advantage. The argument
goes “If all firms in a market have the same stoCkesources, no strategy is available to
one firm that would not also be available to aHestfirms in the market” (Cool, Almeida
Costa and Dierickx, 2002, p. 57).According to Barii#991), a firm resource must, in
addition, be valuable, rare, and imperfectly imigalnd substitutable in order to be

source of a sustained competitive advantage.

According to Banerjee (1999) the case for makirg rdsources and capabilities of the
firm the foundation of its long term strategy regpon two premises. The first concerns
the role of resources in defining the identity loé firm. The primary issue for strategy is
determining what the firm can do and deciding inohindustries and through which
types of competitive strategies the firm can begtiat those capabilities. The second
reason is that profits are ultimately a returnh® tesources owned and controlled by the
firm. Hence, the superior profits that the firmrmgmias a result of competitive advantage
over rivals are really returns generated by resmirBarney and Hesterly (2010) classify
a firm’s resources and capabilities into four brozategories which are financial,

physical, individual, and organizational resources.

14



Financial resources according to Barney (1996)umhet all the different money
resources that firms can use to conceive of andeimgnt strategies while physical
resources include the physical technology usedfimmga a firm’s plant and equipment, its
geographic location, and its access to raw maseridde human resources according to
Barney and Hesterly (2010) include the trainingpesience, judgment, intelligence,
relationship, and insight of individual managersl avorkers in a firm. Whereas human
resources are an attribute of individuals, orgarmmal resources are an attribute of
groups of individuals and include a firm’'s forma&porting structure, and its relations

with the environment.

Banerjee (1999) further explains that a resourcgedbaapproach to strategy must be
concerned not only with deploying existing resoarbat with investing in resources that
secure a long term future for the firm. Such inwestt is concerned not just with
maintenance but augmentation of the firm’s resaism that positions of competitive

advantage can be strengthened and the firm’s gicatpportunity set broadened.

2.3 Concept of strategy

Most would agree that much of the success of ficars be attributed to their strategies,
but there is much less agreement about what agtealhstitutes a firm’s strategy.
Regardless of the firm size, each organization temly struggles to formulate strategies
to determine the way in which they can move frogirtburrent competitive position to a
new and stronger one ( Wong and Kwan, 2001). Q(if80) defines strategy as actions
that a firm takes to respond to threats and oppii®s in its environment while

exploiting its strengths and avoiding or fixing weaknesses.
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Similarly, Mintzberg (1987) adopts multiple definits of strategy, to obtain the multiple
insights that each of these different definitionsvdes. He explains strategy as a plan, a
consciously intended course of action to deal wisituation or a ploy to maneuver and

outwit an opponent.

According to Barney (1996) strategy is a pattermegsburce allocation that enables firms
to maintain or improve their performance. A strgtel@scribes a set of objectives from
any organization into a series of time frames tabém people to know what must be
achieved, by whom, and when. Typically, strategil imvolve thinking far ahead, but

this need not necessarily be the case becausa anfiry need to respond to an immediate
threat which contradicts a long term strategy. Theources and the competitive
environment condition firms’ strategy. The firmagy and performance in turn affect
the competitive environment and resources, andtladse changes generate new
information which in turn creates new learning oppoities and may lead to the creation

and development of new resources.

According to Barney and Hesterly (2010) strategyaigheory about how to gain
competitive advantage. Porter (1980) goes furtbesaty that an effective strategy takes
offensive or defensive action in order to creatdefendable position against the five
competitive forces. He explains that this involeesumber of possible approaches such
as positioning the firm so that its capabilities\pde the best defense against competitive
forces, influencing the balance of forces througghtegic moves, and anticipating shifts

in the factors underlying the forces and respontindgem.
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Strategy is a major channel of connections betwblencompetitive environment and
resources. On the one hand, strategy acts as aurfulln the deployment of firm
resources in the competitive environment (Harrid &uefli, 2000), with the aim to

generate sustained competitive advantage.

In particular, firms constantly take offensive adefensive strategic actions vis-a-vis
competitors (Baum and Korn, 1996) thus modifying tompetitive environment. On the
other hand, strategy is dependent on and constrdipehe controlled resources (Collis,
1991) and strategy coordinates the developmenpeastdction of existing resources and
the creation or acquisition of new resources, @kinto account the competitive

environment.

2.4 Competitive advantage

In commercial life, ultimate success requires tblei@ement of competitive advantage
for as long a period as possible. If the outlinecompetitive advantage is simple,
strategic prescription may also be simple and noérthem may arise from planning.
According to Barney and Hesterly (2010) competitidwantage is when a firm is able to
create more economic value than rival firms. Thihg size of a firm’s competitive

advantage is the difference between the econontie\afirm is able to create and the
economic value its rivals are able to create. An'r competitive advantage can be

temporary or sustained.

According to Porter (1985) competitive advantagenca be understood by looking at a
firm as a whole. It stems from the many discretévaies a firm performs in designing,
producing, marketing, delivering, and supportirggptoducts. According to Barney and

17



Hesterly (2010) competitive advantage can be medshy two approaches. The first
estimates a firm’s competitive advantage by examgiriis long performance; the second
examines the firm’s economic performance. They @&rpfurther that the correlation
between economic and accounting measures of campegidvantage is high. That is,

firms that perform well using one of these measuseslly perform well using the other.

Having a competitive advantage does not lead autoaflgt to higher performance by
comparison with the breakeven competitor in theusty. What fraction of the value
linked to competitive advantage is appropriatedhgyfirm depends on the firm’s product

price. On the one hand, product pricing is patheffirm’s strategy.

On the other hand, when choosing its product ptiwe firm is influenced by its
competitive environment, in particular by the bamgeg power of customers and by the
current prices of competitors and the expectedtigee of competitors to the chosen

price (Barney, 1991).
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2.5 Porter’'s Generic Competitive Strategies

According to Porter (1980) in coping with the fiecempetitive forces, there are three
potentially successful generic strategic approatcbesutperforming other firms in the

industry namely cost leadership, differentiatiomd #ocus.

Figure 2.5: Porter’'s Generic Strategies
Uniqueness perceived

by the customer lower cost position
Overall cost
Industry wide _ - .
Y Differentiation leadership
Strategic target
Particular
Focus
segment only

Source: Porter, M. E. (1980). Competitive Strategy: The Areque for Analyzing Industries and

Competitors. New York: The Free Press.

According to Barney (1996) a firm that chooses at deadership strategy focuses on
gaining advantage by reducing its cost to belovgé¢haf all its competitors. This does not
mean this firm abandons other alternative competitstrategies such as product

differentiation or other generic strategic alteivis.
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Similarly, Porter (1980) explains that low cost ¢uoer status involves more than just
going down the learning curve but finding and exkpig all the sources of cost
advantage. He goes further to explain that if @ flan achieve and sustain overall cost
leadership then it will be an above- average peréorin its industry provided it can

command prices at or near the industry average.

The strategic logic of cost leadership usually nexguthat a firm be the cost leader, not
one of the several firms vying for this positiorhompson et al. (2007) argue that a low
cost provider than rivals is not necessarily theollttely lowest possible cost. In striving
for a cost advantage over rivals, managers mustdake to include features and services
that buyers consider essential. They continue gaeathat a product offering that is too
frills- free sabotages the attractiveness of thegany’s product and can turn buyers off

even if it is priced lower than competing products.

According to Barney and Hesterly (2010) an indiadfirm may have a cost advantage
over its competitors for a number of reasons whictlude size differences and
economies of scale, size differences and diseca@®wil scale, experience differences
and learning curve economies, differential low casicess to productive inputs,

technological advantages, and policy choices.

According to Porter (1985) in differentiation s&gy, a firm seeks to be unique in its
industry along some dimensions that are widely eclby buyers. Barney and Hesterly
(2010) define differentiation as an attempt by 8rbe gain competitive advantage by
increasing the perceived value of their produclatike to the perceived value of other

firms’ products. Porter (1985) goes further to explthat a firm selects one or more

20



attributes that many buyers in an industry percaiseamportant and uniquely position
itself to meet those needs and at a premium pridee existence of product
differentiation, in the end, is always a matteico$tomer perception as products sold by
two different firms may be similar, but if custoradrelieve the first is more valuable than
the second then the first product has a differentiaadvantage. According to Porter
(1985) a firm that can achieve and sustain diffeaéion will be an above- average
performer in its industry if its price premium egrds the extra cost incurred in being
unique. Differentiation provides insulation againsmpetitive rivalry because of brand

loyalty by customers and resulting lower senskivit price.

What sets focused strategies apart is concentadtieation on a narrow piece of the total
market. According to Porter (1980) focus stratediedt around serving a particular
target very well and each functional policy is deped with this in mind. The strategy
rests on the premise that the firm is thus ableetwe the narrow strategic target more
effectively or efficiently than competitors who azempeting more broadly. As a result,
the firm achieves either differentiation from betteeeting the needs of the particular

target, or lower costs in serving this target, athb

According to Thompson et al. (2007) the advantagfefocusing a company’s entire
competitive effort on a single market niche arestderable, especially for smaller and
medium sized companies that may lack the breadirdapth of resources. Porter (1985)

asserts that a company performs best by choosiegtositegy on which to concentrate.
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However, many researchers feel a combination fetlstrategies may offer a company
the best chance to achieve competitive advantages$C1999; Miller and Friesen, 1986;
Hlavacka et al., 2001). To investigate the strat®gy competitive advantage connection,
many researchers began utilizing approaches fouihe tgeneralizable across industries,
specifically those proposed by Porter. Dess andiD&¥984) examined industrial
products businesses and suggested performancechiaved through the adoption of a
single strategy. Parker and Helms (1992) found somp@erformance associated with

mixed and reactive strategies as well as with siggheric strategies.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1 Introduction

This chapter sets out the research methodologywhatused to enable the researcher
establish the strategies employed by beer manufagtaompanies in Kenya to achieve
competitive advantage. It comprised of the resedesign, the population of the study,

data collection techniques, and the data analgstmiques.

3.2 Research Design

This study adopted a cross- sectional survey totiiyethe strategies employed by the
beer manufacturing companies in Kenya to achievepetitive advantage. Cooper and
Schindler (2000) noted that the descriptive surieycarefully designed to ensure
complete description of the situation making stia there is minimum bias in collection
of data and reduced errors during interpretati@yestof the collected data. Similarly,
Saunder, Lewis, and Thornhill (2007) view the objex of a descriptive research is to
portray an accurate profile of persons, eventstoatsons.

Descriptive survey research was intended to prodtetstical information and aspects
of education that interest the beer brewing firmmed aegional and international
competitors. This was appropriate since the purpafs¢he study was centered on

providing accurate, statistically reliable data.
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3.3 Population of the study

The target population of the study comprises ther bmanufacturing companies in
Kenya. There are two beer manufacturing companiégeinya which include EABL and
Keroche breweries limited. Therefore, the study Ieesn conducted by the data that has

been collected and analyzed from the two beer naatwing companies.

Given the small number the study was a census. Wsuse is the procedure of
systematically acquiring and recording informatiaibout the members or items of a
given population. This method gave the researche&oraprehensive picture of the
variable relationship since the method is the angans of accurately measuring and

statistical inferences.

3.4 Data Collection

The study used both primary and secondary datapfihery data was collected using a
structured questionnaire which comprised both oped closed ended questions. The
secondary data was collected from the companielslighed annual reports and other

reports.

The questionnaire had section A that captured gémdormation about the firm. Section
B captured the strategies employed. The responadrdsvere interviewed included two
from Human Resources Department, four from Salek Marketing Department, and
four from Operations Department. These respondeste selected since they are key

employees at their respective organizations.
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3.5 Data Analysis

According to Saunders, Lewis, and Thornhill (20§@antitative data refers to numerical
data or any data that could usefully be quantif@dhelp answer the research question
and to your objectives. Quantitative data collectenin these questionnaires was
analyzed using descriptive statistics supported talgles, frequency distributions,

percentages, mean, and variances.

Saunder, Lewis, and Thornhill (2007) describe datlie data as all non- numeric data
or data that have not been quantified and can peoduct of all research strategies.
Qualitative data analysis considered inferencesenieaim opinions of respondents that
was analyzed thematically, coded, and classifiédl mmajor topics from which summary

reports was made.
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CHAPTER FOUR

DATA ANALYSIS AND INTERPRETATION OF RESULTS

4.1 Introduction

This chapter presented the results of the anabfsiee data collected during the study
survey. The data analysis followed the researckeablve which was to identify the
strategies employed by the beer manufacturing compain Kenya to achieve
competitive advantage. The research targeted kejogees in both companies. Out of
the fourteen questionnaires administered, only wame returned representing 71%

response rate.

4.2 Demographic Information

The demographics of the target respondents weredbas the name of the company,
gender of the respondents, the number of years aslodt the current industry, the
company’s year of incorporation, origin of the firand ownership structure. There are
only two beer manufacturing companies in Kenya. mbheber of years worked at the
current industry would assist the researcher t@rdehe the level of experience the
respondent had in the beer manufacturing induSimyilarly, the year of incorporation

would assist the researcher to determine how latl firms have experienced the beer

manufacturing industry in Kenya.
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4.3 Number of years worket in the current industry

The researcher sought to establish respondents ¢d\experience based on the num

of years they have worked in the beeinufacturing industry in Kenya.

Figure 4.3 Number of years workec in the current industry
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4.4 Year of Incorporation

The respondents were asked to indicate how lonig tines had been in operation in
Kenya by ticking as appropriate against the listdgrnatives and the results were
presented as follows;

Table 4.4: Year of Incorporation

Year of incorporation in Kenya Frequency Percent
Less than 1 year 0 0
Between 1 -5 years 0 0
Over 5 years 10 100
Total 10 100

The results shown in Table 4.4 indicate that bothd have been operating in Kenya for
over 5 years (100%). This therefore indicates thath firms have experienced the
Kenyan beer environment and are involved in formmga strategies to achieve

competitive advantage.

4.5 Origin of the firm

The respondents were required to state the origitheofirm they worked for, where the
response was captioned as either local or foresgieqicted in table 4.5 below.

Table 4.5: Origin of the firm

Origin of the firm Frequency Percent
Local 5 50
Foreign 5 50
Total 10 100
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The results are split with one company being 1¢68P6) while the other foreign (50%).
This result could be explained by the fact that EA8 owned by Diageo while Keroche

breweries limited is wholly owned locally.

4.6 Ownership structure

The respondents were requested to indicate the retipestructure of the firms they
worked for. The results were shown in the Tableb&®w.

Table 4.6 Ownership structure

Ownership structure Frequency Percent
Private 5 50
Public 5 50
Total 10 100

The findings show that one company is privately es/(650%) while the other is publicly
owned (50%).EABL is publicly owned with Diageo Pheing its majority shareholder
listed on the Nairobi Stock Exchange. Keroche bresgelimited on the other hand is

privately owned by Mr. and Mrs. Tabitha Karanja.
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4.7 Firms involvement in the analysis of sources abmpetitive

advantage

The researcher sought to establish whether firmre aetively involved in the analysis of
sources of competitive advantage which was shoviigare 4.7 below.

Figure 4.7 Analysis of sources of competitive advéage

Analysis of sources of competitive advantage

ENo
EYes

Figure 4.7 shows that majority of the respondeBG%) attested that the firm they
worked for were actively involved in analysis olustes of competitive advantage. Only
(20%) of the respondents attested that their firas wot actively involved in analyzing
sources of competitive advantage. This illustréit@s majority of the firms had adopted
mechanisms in their operations which would helpniprove their firms in achieving

competitive advantage.
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4.8 Review of resources

The researcher sought to establish how resourceswieved in both organizations. The
results were shown in figure 4.8 below.

Figure 4.8 Review of resources and strategies

Review of resources

50%

Figure 4.8 shows that majority of the respondeb@4) attested that their firm viewed
resources as being important and key to compet#tantage. 30% of the respondents
attested that their firm viewed resources as comeiging each other while 20% of the
respondents attested that their firm viewed strasegs being parallel to each other. This
illustrates that majority of the firms understodtk timportance of strategy that it is
dependent on and constrained by the controlledureee and that strategy coordinates
the development and protection of existing resauared the creation or acquisition of

new resources, taking into account the competeamaronment.
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4.9 Reviewed strategies

The researcher sought to establish how often fireweewed their strategies with the

respondents required to tick the appropriate domatieir firms reviewed their strategies.

Figure 4.9 Reviewed strategies

reviewed strategies

H after every 5 years
B annually
= semi- annually

m quarterly

According to the study findings in figure 4.9, madtyp of the respondents (50%) posited
that their firm reviewed strategies semi- annuallge findings point to the fact that the
beer manufacturing companies in Kenya took a stiont to review their strategies

which enabled them to be competitive and responheio dynamic environment.
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4.10 Formal documentation of set of objectives

The researcher sought to establish whether firndsehformal documentation of set of
objectives from which strategies could be formuddtem.

Figure 4.10 Formal documentation of set of objectis

Formal documentation of objectives

mYes
mNo

From the findings, majority (90%) of the respondepbsited that their firms had a
formal documentation of set of objectives from whistrategies could be formulated
from. This depicts that majority of the firms viesvetrategy as key to achieving their set

objectives and that objectives guide strategies.
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4.11 Single strategy and combination of strategies

The respondents were asked to indicate whethengdesstrategy or a combination of
strategies best achieved competitive advantagédnctrrent environment. The results
were presented as follows;

Figure 4.11 Single strategy and combination of sttagies

Single and combination of strategies

B combination
msingle

Majority of the respondents (70%) were of the vilxat a combination of strategies best
achieved competitive advantage while (30%) of #gpondents said that a single strategy

best achieved competitive advantage.
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4.12 Product pricing strategy

The researcher sought to establish whether fireeed product pricing as part of their
strategy. The results were presented in figure Bel@w as follows;

Figure 4.12 Product pricing strategy

Product pricing strategy

mYes
ENo

According to the study findings, majority of thespendents (90%) posited that their
firms viewed product pricing as being part of th&rategy. The study points to the fact
that the recent economic downturn in the countrg aaross the globe has influenced
consumers in becoming more sensitive to pricingctvhin turn has informed the beer

manufacturing companies in Kenya.
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4.13 Strategies Employed by Beer manufacturing congmies in Kenya

The respondents were requested to indicate thetetitey agreed or disagreed to their

organizations employing strategies. The respondeete asked to rate on a scale of 1- 5

the extent to which the variables impact on contipetiadvantage. The range was

‘strongly disagree’ (1) to ‘strongly agree’ (5). dhscores of strongly disagree and

disagree were represented by mean score of 1 tor2the continuous Likert scale;q1

S.D. < 2.4); the scores of moderately agree wepeesented by a mean score of 2.5 to

3.4 (2.5< M.A. < 3.4); while scores of both agree and stipagree were represented by

a mean score of 3.5t0 5.0 (3%.A. <5.0).

Table 4.13: Strategies Employed by beer manufactung companies in Kenya

Strategies employed indicator Responge Frequency rcefe| Mean | Std.
score | Dev.

S.D. 0 0

Do strategies influence the way your compary 0 0
operates in Kenya? M.A. 0 0 4 0.71

A 2 20

S.A. 8 80

S.D. 0 0

Have strategies led to your company achieViny 0 0
competitive advantage in the industry? M.A. 1 10 3.7 1.24

A 4 40

S.A. 5 50

S.D. 0 0

The industry is experiencing slow growth partly dueD 2 20
M.A. 2 20 3.33 1.23
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to industrial brewing technology, has this been (the 3 30
case in your company? S.A. 3 30
S.D. 0 0
Globalization has led to threat of new entrants D 2 20
M.A. 2 20
and better market opportunities, has it been dipesi 1 10 3.33 0.53
factor to your company? A 3 =
S.D. 0 0
Are the resources and capabilities controlled byryoD 0 0
company fully utilized to achieve competitivav.A. 1 10 3.7 0.89
advantage? A 3 30
S.A. 6 60
S.D. 0 0
Does your company invest in resources that securp a 0 0
long term future? M.A. 0 0 4.5 0
A 0 0
S.A. 10 100
S.D. 0 0
Cheap home brews and illicit spirits dominate tHe 0 0
market, does your company view pricing as a majRr.A. 4 40 3.7 0.89
factor in attracting these untapped markets? A 2 20
S.A. 4 40
S.D. 0 0
Continuous product innovation is key to achievinp 0 0
competitive advantage in this industry, is it tfese| p A, 0 0 4 0.79
in your company? A 4 40
S.A. 6 60
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S.D. 0
Is research and development viewed as being
important to achieving competitive advantage inrypD 0 3.7 0.89
company? M.A. 10

A 30

S.A 60

S.D. 0
Have restrictions imposed on alcohol marketing amdl 10
consumption in Kenya affected the way yaquw.A. 30 3.33 0.59
company operates? A 30

S.A. 30

S.D. 0
The macroeconomic landscape has been challengbg 20
in recent years, has it been the major challenge MoA. 40 3.33 0.53
your company in achieving competitive advantage?a 20

S.A 20

Table 4.13 gives a list of indicators of strategesployed by beer manufacturing

companies in Kenya. In a further categorizatiomesfponses based on the level of rating

given by the respective firms, the data indicates:tOne, by strongly agreeing (mean

score of 4) strategies influence the way both congsaoperate in Kenya, leads to

competitive advantage, resources and capabilitiesutilized to achieve competitive

advantage, investment in resources secures a @ng future, and pricing is a major

factor in attracting untapped markets.
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Two, to a moderate agreement (mean score of 3) giowth is partly due to industrial
brewing technology, globalization has led to threhthew entrants and better market
opportunities, operations have been affected byriceens imposed on alcohol
marketing and consumption, and macroeconomic lap#sdas been a challenge to

achieving competitive advantage.

4.14 Discussion

This section discusses the findings of the studiyn@ with the research objective. The
expectations of the study are argued and suppadied) existing literature. The section
focuses on identifying the strategies employedh®yldeer manufacturing companies in

Kenya to achieve competitive advantage.

The finding implies that majority of the beer maaetiiring companies in Kenya were
actively involved in analyzing sources of compeétiadvantage. Barney (1991) adopts
two assumptions in analyzing sources of competitmvantage. First, this model

assumes that firms within an industry may be heggmeous with respect to the bundle of

resources that they control.

Second, it assumes that resource heterogeneity peesist over time because the
resources used to implement firms’ strategies ae perfectly mobile across firms.
Resource heterogeneity (or uniqueness) is consigenecessary condition for a resource

bundle to contribute to a competitive advantage.
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The finding implies that majority of the beer maattiring companies in Kenya viewed
resources and strategies as being important, kegotopetitive advantage, and as
complementing each other. The resource-based wiephasizes the firm’s resources as

the fundamental determinants of competitive advgmtnd performance.

According to Harris and Ruefli (2000) strategy ismajor channel of connections
between the competitive environment and resou@asthe one hand, strategy acts as a
fulcrum in the deployment of firm resources in tmnpetitive environment with the aim

to generate sustained competitive advantage.

The finding implies that majority of the beer maatiring companies in Kenya viewed
product pricing as part of their strategy. Accogdin Barney (1991)having a competitive
advantage does not lead automatically to highefopeance by comparison with the
breakeven competitor in the industry. What fractajrthe value linked to competitive
advantage is appropriated by the firm depends erfitm’s product price. On the one
hand, product pricing is part of the firm’s strate@®n the other hand, when choosing its
product price the firm is influenced by its compieé environment, in particular by the
bargaining power of customers and by the curreiceprof competitors and the expected

reactions of competitors to the chosen price.

The finding implies that strategies influence thayweer manufacturing companies in
Kenya operate. The finding is consistent with tbatWwong and Kwan (2001) who
observed that regardless of the firm size, eactarorgtion constantly struggles to
formulate strategies to determine the way in whitly can move from their current

competitive position to a new and stronger one.nBgpr(1996) concurs arguing that
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strategy enables firms to maintain or improve tipeiformance. The finding implies that
strategies have led the beer manufacturing compani&enya to achieve competitive
advantage. The finding concurs with Porter's (19&pument that competitive
advantage stems from the many discrete activitieBrm performs in designing,
producing, marketing, delivering, and supportirggptoducts. Similarly, Thompson and
Strickland (2002) argue that a creative, distirestrategy that sets a company apart from
rivals and yields a competitive advantage is a comjs most reliable ticket for earning

above average profits.

The finding implies that the industry is experigmgcslow growth partly due to industrial
brewing technology. Porter (1980) asserts thabping with the five competitive forces,
cost leadership, differentiation, and focusing approaches to outperforming other
firms. To attain cost advantage and growth overpetitors Barney and Hesterly (2010)
give a number of reasons which include size diffees and economies of scale,
experience differences and learning curve econqnuiferential low cost access to

productive inputs, technological advantages, arnidyohoices.

The finding implies that globalization has led hoetat of new entrants and better market
opportunities. The finding confirms Johnson et @Q005) who saw that strategy is likely
to be concerned with the scope of an organizati@csvities. This could include
decisions about product range or geographical emeerAnalysts at Renaissance Capital,
an investment bank, agree that beer consumpti#eimya has increased over a five year
period to 11.9 liters per capita attracting intéioraal players such as SABMiller and

Heineken.
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The study purposed to determine if the resourcescapabilities controlled by the beer
manufacturing companies are fully utilized to agkieompetitive advantage. The study
found that both companies strongly agreed. Tharmd consistent with the suggestion
by Porter (1980) that strategy involves a numberpogsible approaches such as
positioning the firm so that its capabilities prdeithe best defense against competitive
forces, influencing balance of forces through sget moves, and anticipating shifts in
the factors underlying the forces and respondinthém. According to Barney (1991)
having a competitive advantage does not lead auicaig to higher performance by
comparison with the breakeven competitor in theusty. The resource-based view
emphasizes the firm’'s resources as the fundamesggrminants of competitive

advantage and performance.

The study examined if the companies invested inoue®s that secured their long term
future. The respondents strongly agreed that ttmmpanies invested in resources that
secured a long term future. This finding is cornabed by Banerjee (1999) who points to
the fact that strategy must be concerned not oritly deploying existing resources but
with investing in resources that secure a long tiertore for the firm. Such investment is
concerned not just with maintenance but augmemtatiothe firm’s resources so that
positions of competitive advantage can be stremgitheand the firm’s strategic
opportunity set broadened. The resource based aoerding to Barney (1991) adopts
two assumptions in analyzing sources of competitmvantage. First, this model
assumes that firms within an industry may be heggmeous with respect to the bundle of
resources that they control. Second, it assumdsrélaurce heterogeneity may persist

over time because the resources used to implenrems’ fstrategies are not perfectly
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mobile across firms (i.e., some of the resourcesctbe traded in factor markets and are
difficult to accumulate and imitate). Resource hageneity (or uniqueness) is considered
a necessary condition for a resource bundle toribomé to a competitive advantage.

Barney (1991) further argues that a firm resourostiin addition, be valuable, rare, and
imperfectly imitable and substitutable in orderb® source of a sustained competitive

advantage.

The study undertook to examine the potential ofipg to attracting untapped markets
dominated by cheap home brews and illicit spititsvas found to a great extent pricing
is a major factor in attracting these markets. Timding concurs with Barney’s (1996)
observation that a firm that chooses cost leadersinategy focuses on gaining advantage
by reducing its cost to below those of all its catmors. This does not mean this firm
abandons other alternative competitive strategiel as product differentiation or other

generic strategic alternatives.

Barney (1991) concurs that product pricing is p&i firm’s strategy. On the other hand,
when choosing its product price the firm is inflaed by its competitive environment, in
particular by the bargaining power of customers lapdhe current prices of competitors

and the expected reactions of competitors to tlseahn price.

The finding implies that continuous product innawat is essential to achieving
competitive advantage in the beer industry. Thdifig is congruent with that of Porter
(1985) who argues that in differentiation, a fireeks be unique in its industry along

some dimensions that are widely valued by buyers.
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Barney and Hesterly (2010) confirms that firmsm@agéto gain competitive advantage by
increasing perceived value of their products re¢ato the perceived value of other firm’s

products.

Due to the dynamic nature of business environmiigt,study expectations were that
research and development are important to achiegorgpetitive advantage in both
companies, restrictions imposed on alcohol margesind consumption in Kenya affect
the way both companies operate, and the macroedgorantscape has been a challenge

to achieving competitive advantage.

The expectations were confirmed by the majorityesdpondents who agreed with these
statements. These findings concur with Porter8%)¥iew that differentiation provides
insulation against competitive rivalry because rainal loyalty by customers and resulting

to lower sensitivity to price.

The study further looked to determine if compeétigsdvantage is best achieved by
choosing a single strategy or a combination oftegiias. It was revealed that to a great
extent a combination of strategies best achievedpetitive advantage. Many

researchers feel a combination of strategies mésr @ company the best chance to
achieving competitive advantage (Cross, 1999; Maled Friesen, 1986; Hlavacka et al.,

2001).
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter contains a summary of the resultsresepted in the previous chapter and
gives conclusion and recommendations based oninbds of the study. The chapter
also provides the limitations of the study basedhm analysis of the entire study and
suggestions for further research. This survey wésnded to establish the strategies

employed by beer manufacturing companies in Keayachieve competitive advantage.

5.2 Summary

The study established that majority of the respatglattested that the firms they worked
for were actively involved in analyzing sourcescofnpetitive advantage. This illustrates
that majority of the beer manufacturing companieKeénya had adopted mechanisms in
their operations which would help to improve th&mms in achieving competitive

advantage.

The study established that majority of the beer ufecturing companies in Kenya
viewed resources and strategies as being impokantto competitive advantage, and as
complementing each other. This illustrates thatfims understood the importance of
strategy that it is dependent on and constrainedhbycontrolled resources and that
strategy coordinates the development and proteabibrexisting resources and the
creation or acquisition of new resources, takingo iraccount the competitive

environment.
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Majority of the beer manufacturing companies in ¥ameviewed strategies semi-
annually. This findings point to the fact that teer manufacturing companies in Kenya
took a short time to review their strategies whastabled them to be competitive and

respond to their dynamic environment.

From the findings, majority of the beer manufactgrcompanies in Kenya posited that
they had a formal documentation of set of objestifrdm which strategies could be
formulated from. This depicts that majority of tffiems viewed strategy as key to

achieving their set objectives and that objectiya@sle strategies.

The study established that beer manufacturing campain Kenya viewed product
pricing as being part of their strategy. The stymynts to the fact that the recent
economic downturn in the country and across théealbas influenced consumers in
becoming more sensitive to pricing which in turrs aformed the beer manufacturing

companies in Kenya.

The objective of the study was to identify the t&igees employed by the beer
manufacturing companies in Kenya to achieve cortipetadvantage. The majority of
respondents strongly agreed with the statemenstrategies influenced their company’s
operations (80%), strategies led to competitiveaathge (50%), industrial brewing
technology partly led to slow growth (30%), contiig product innovation was essential
to achieving competitive advantage (60%), and pgicvas a major factor in attracting
untapped markets (40%). The findings imply that leer manufacturing companies in

Kenya employ a cost leadership strategy to achiegompetitive advantage.
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The study indicated that to a great extent glob#bn has led to threat of new entrants
and better market opportunities (50%), research dawdlopment was viewed as being
important (60%), restrictions imposed on alcoholrkeing and consumption affected
operations (30%), and the macroeconomic landscagsebleen a major challenge to
achieving competitive advantage (40%). The findimgply that the beer manufacturing

companies are using differentiation as a strategy.

The majority of the respondents indicated that tgreat extent the resources and
capabilities controlled by their respective companivere fully utilized (60%) and their
companies invest in resources that secure a long figure. The results imply that the
beer manufacturing companies in Kenya use the resdaased view model to achieving

competitive advantage.

5.3 Conclusion

The study was successful in determining the stieéegemployed by the beer
manufacturing companies in Kenya to achieve cortipetiadvantage. The findings
indicate that strategies are widely used by botér eanufacturing companies. Both
companies are actively involved in analyzing sosiroé competitive advantage, they
viewed resources and strategies as being imporkagt,to competitive advantage, as

complementing each other, and viewed product miempart of strategy.

Both companies are faced by several factors thapesliheir strategies. These include
industrial brewing technology, globalization, chehpme brews and illicit spirits,

regulations, and macroeconomic landscape. The pagmtial for growth in beer sales
across Kenya has seen leading manufacturing aedhattonal beer brands engage in
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increasingly competitive tactics in order to in@eaheir market share. Cheap home
brews and illicit spirits have influenced the waythb companies operate forcing them to
price their products attractively. Regulations halso shaped the beer industry, limiting
manufacturers’ advertising leverage and consumpftiorting beer manufacturing

companies to strategies in order to attain competadvantage. The beer market growth
is flat due to economic hardship leading to low stoner spending forcing the beer

manufacturing companies to come up with cost affegiroducts.

The beer manufacturing companies in Kenya use leastership strategies since they
attempt to attract the market dominated by cheapehbrews and illicit spirits and low
consumer spending brought about by economic hard€§h the other hand, they also
differentiate to attract the lucrative beer mankéh premium brands. This segment has
seen a lot of activity in recent years with inteérm@al brands ploughing millions of
dollars to compete for the market share. Positoredast in the coming years has seen
investment in resources and capabilities as corepapbsition themselves to take

advantage of the opportunities.

5.4 Limitations of the study

Administration of questionnaires emerged as a mej@lenge as most employees of
both companies were not comfortable with the qoestiires. They felt that they could

breach confidentiality at the time when the sed@xperiencing stiff competition.

It was not possible to get 100% response rate otarige bust schedule of some of the
employees of the target companies. In additiorretineere only two beer manufacturing
companies in Kenya leading to a limited numberaifctollected.
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5.5 Suggestions for Further Research

Since the study explored the strategies employetddey manufacturing companies in
Kenya to achieve competitive advantage, the stwbpmmends that; similar study
should be done on spirits and local brews in Keoyahow they affect the beer

manufacturing industry in Kenya.

The study confined itself to beer manufacturing pames in Kenya. The study
recommends a study be carried out on leading iatemal beer brands in Kenya and
East Africa. Such a study will be useful in undansling how the different brands

influence each other’s strategies in attemptingttain competitive advantage.

The researcher further recommends that studienitiged to quantify tangible benefits
of strategies employed. These studies should edpjebie geared towards coming up
with detailed models for measuring the real valfiestoategies employed in the beer

industry.

The study also suggested that the response rateédshe broadened to cover a larger
population so as to have more inclusive findingsntake better conclusions and

recommendations.

5.6 Implication on Theory, Policy and Practice

The study findings indicate that the beer manufaogucompanies in Kenya employ
strategies to achieve competitive advantage. Theanms that both companies should
continue to invest in resources and capabilities plosition them strongly to effectively

formulate and implement strategies that take adggnof the opportunities.
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Dynamic environmental forces such as industriawing technology, globalization,
regulations, and macroeconomic landscape shoulkbbgnuously monitored. This can
be done through investment in resources, produnbvation, and research and

development.

The study recommends the use of a combinationrafegfies in order to best achieve
competitive advantage. For instance, cost leaderd differentiation strategies should
be combined to attain superior performance. Funtbeg, the combination of strategies

should complement the resources and capabilitiéseofirm.
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QUESTIONNAIRE

Appendix I
SECTION A: GENERAL AND ORGANIZATIONAL INFORMATION

1. Name of your Organization.............ooveviiiiierieie e e e e e e ve e

2. Gender:
Male [ ] Female []

3. How many years have you been in the current ing@istr
1-5years [] 6—-10years [] 11 -15years []

16 ears and above []

4. Year of incorporation

a) Lessthan 1 year []
b) Between 1-5 years []
c) Over 5 years []

5. Origin of the firm
a) Local []
b) Foreign []
6. Ownership structure
a) Private []
b) Public []
7. Is your firm actively involved in analyzing sourcalscompetitive advantage?
a) Yes []

b) No []
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8. Does your firm have a formal documentation of seblgectives from which
strategies can be formulated from?
a) Yes []
b) No []

9. How often are strategies reviewed in your orgaron&t

a) After every 5 years []
b) Annually []
c) Semi- annually []
d) Quarterly []

10.How are resources and strategies viewed in yolarozgtion?
a) As being parallel to each other []
b) As complimenting each other []
c) As being important and key to competitive advantagé
11.In your opinion, is competitive advantage achielest by choosing a single
strategy or combination of strategies?
a) Single strategy [ ]
b) Combination of strategies [ ]
12.1s product pricing part of your firm’s strategy?
a) Yes []
b) No []
13.What is the biggest hurdle in effective implemebotatof strategies in your
company? (select a maximum of two)

a) Managers reluctance to implement strategies []
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b) Poor communication of strategies to be implementdd

c) Constrained resources controlled by the company [
d) Changing environment []
e) Poor feedback mechanism from the environment []
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SECTION B: Strategies Employed

Do you agree with these statements? Please indisatg appropriate scale

1) Strongly disagree 2)disagree 3) Neutral 4) agree

5) Strongly agree

Statement 5 4 3

1. Do strategies influence the way your company

operates in Kenya?

2. Have they (strategies) led to your company achgevin

competitive advantage in the industry?

3. The industry is experiencing slow growth partly du

D

to industrial brewing technology, has this been the

case in your company?

4. Globalization has led to threat of new entrants and
better market opportunities, has it been a positive

factor to your company?

5. Are the resources and capabilities controlled hyrya
company fully utilized to achieve competitive

advantage?

6. Does your company invest in resources that secure a

long term future?
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7. Cheap home brews and illicit spirits dominate the
market, does your company view pricing as a major

factor in attracting these untapped markets?

8. Continuous product innovation is key to achieving
competitive advantage in this industry, is it tlse

in your company?

9. Is research and development viewed as being
important to achieving competitive advantage inryou

company?

10. Have restrictions imposed on alcohol marketing and
consumption in Kenya affected the way your

company operates?

11.The macroeconomic landscape has been challenging
in recent years, has it been the major challenge to

your company in achieving competitive advantage[?

Thank you for your cooperation
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Appendix Il List of large manufacturing beer companies in Kenya
1. East African Breweries Limited

2. Keroche Industries Limited

Source: Directory of Kenya Association of Manufacturersldxporters 2012
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Appendix Ill: Cover letter
ACHOLA MARK

UNIVERSITY OF NAIROBI
LOWER KABETE CAMPUS
P.O. BOX 658 00200

TEL: 0722 581257

Dear Respondent,

| am carrying out research on the strategies enepldyy large manufacturing beer
companies to achieve competitive advantage in Kehlys is in partial fulfillment of the
requirement of the Master of Business Administrat{MBA) degree program at the

University of Nairobi.

This is an academic research and confidentialitgngphasized, your name will not
appear anywhere in the report. Kindly spare somme tio complete the questionnaire

attached.
Thank you in advance.
Yours sincerely,

Achola Mark
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