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ABSTRACT

The objective of the study was to establish thatsgies adopted by EABL in enhancing
sustainable competitiveness in Kenya. The resadasiyn for the study was a case study
of East African Breweries Limited. The data coliesttool that was used for the study
was an interview guide to collect primary data. Data was analyzed through content
analysis. The study established that East AfricaiewBries Limited had adopted
competitive strategies that have enabled the coynganhave continued sustained
competitiveness. The strategies include effecti@parate social responsibility,
continuous innovation, cost leadership strateggdpet differentiation strategy, human
resources management strategies, diversificatiategly and marketing strategies such
as television, radio, print and billboard adverieats, consumer promotion and
sponsorship of various events. The study recommtradshe company should continue
formulating and implementing more strategies toagwle sustainable competitiveness
and should target to progress not only locally blgo globally. The study further
recommends that other firms in the beer sector Idhensure they adopt competitive
strategies that would enable them to grow succkessfudst the competition and

turbulent environment.

vi



TABLE OF CONTENTS

DECLARATION . ..ttt st b et e s e et e e e sseeae e b e s ae e e e seeeneenes i
ACKNOWLEDGEMENTS ... e i
DEDICATION ... oottt n e nn e r e nenne e iv
ABBREVIATIONS AND ACRONYMS.....oo e %
AB ST RA CT ettt ettt e e a e et e s bt et et e ehe e e e ebeeas e b e s ae e e sreens Vi
CHAPTER ONE ...ttt ettt e e sae e n et 1
INTRODUGCTION. ...ttt et n e r e nesneene s 1
1.1 BACKQIrOUNG......ccveiiiieeiie ettt ettt e et e e ete e e ste e e abe e sateeeabaesbeeebeesabeesesteeensasenranans 1
1.1.1  Concept of Sustainable COMpPEtitivVENESS..........ccevverieriiee e 3
1.1.2 East African Breweries LIMIted..........c.ccceviniiiniiiiniiiceceeeeeeee e 5

1.2 ResSearch Probleml ...t 6
1.3 RESEAICH ODJECHIME. .....uviiiiieceice ettt e eaee st e s aeeens 7
1.4 Value Of THE STUAY.....cciiiiiiecieee ettt ee et e et re e sbe e e s te e ebeeeaaeebaesraaeens 7
CHAPTER TWO ..ttt n e s s nenne e 9
LITERATURE REVIEW ..ot 9
2.1 INEFOAUCTION ...ttt ettt s bbb e 9
2.2 Theoretical FOUNCALIQMN.........ccooiriiiiieiene e 9
2.2.1 Resource Based TheQLY.......cocuiiiiiiiec ettt et e tae e 9



2.2.2 KNOWIEAQE BASEA VIBW.......eiiiiiiecieicieieiie ettt ettt e ete e e aveetae s stae e steeeaneens 11

2.2.3 Dynamic Capability THEOLY.....cceciiiiciiiecie ettt e re e stee st sbe e aaeens 12

2.3 Strategies Adopted to Enhance Sustainable CiiiMeRESS...........ccceevvvevrervieeniee e, 12
2.4 Empirical Studies and RESEArCh Gap........ccccccvverveevieeiieenieesinesieeseeeseeeseeseeeeeeas 16
CHAPTER THREE ...t e 19
RESEARCH METHODOLOGY ...ociiiiiiieeiee s nne s 19
G0 I 1 oY 11 o 1T o SRR 19
3.2 RESEAICH DESION....citieiie ettt et et e te e e be e e te e eb e e et e e e be e e te e et reeenees 19
3.3 Data COlECHIOM.....c..eeiieiiiiieiicice e e e 20
R D | = A T 1Y PSR 20
CHAPTER FOUR.......eie et 22
DATA ANALY SIS, RESULTSAND DISCUSSION......c.ccoirirreieieereenreneeseseenne s 22
g I 1 o T [T 1o o USRI 22
4.2 ReSPONUENTS PrOfilES......vei ittt sare e snaee e 22
4.3 Strategies Adopted by East Affican BreWeLIeS........ccccvvvvevieeieeeiieenie e e sieesieens 23
4.3.1 Product Differentiation Strat@gy........cccveverrcieeiiieeiiierieesieesrieesieesie e sveeseneenneens 23
4.3.2 Cost Leadership Strategy......cccveiirieiiieiieeeie et site et e sreesveesveestve s sre e e steeesaneens 24
4.3.3 DiIVErSIfiCatioN SratEOY......ccuveieiieiiiieiiieiiee ettt sreestre e streesreesreesreestre s staeesteeeseeens 25
4.3.4 Marketing Strat@gi€S....cccvivieeiiieciiereeereerie e se s se e st te e s e esaeeesseeeaaessraeesaeeeneeeens 25



4.3.5 Continuous INNOVALION SIrateOY.......ccceeiieiiiie e creecree st stive e sreesre e sbeesaveesaneens 26

4.3.6 Human Resources Management Strategies........cccevveeeviveevreerieeviveesinveesrveeennens 27
4.3.7 Corporate Social ReESPONSIDItY........cceevierieiieiie et 28

4.4 DISCUSSION.......ecuiiuiiiiriieieste sttt st sttt sttt et s e sa et s e be s 29
CHAPTER FIVE .t 31
SUMMARY, CONCLUSION AND RECOMMENDATIONS. .......ccccoiiieneeeeeene 31
5.1 INEFOAUCTION ...ttt ettt sttt sn b 31
5.2 Summary of the fiNdINGS.......ccouiiiiiiiiecce e 31
5.3 CONCIUSIOM ...ttt s s 32
5.4 RECOMMENUALIONS ......ouviiiiiieiiiiiieite e st 33
5.5 Limitations Of the StUAY........ccoiuiiiiii ittt ettt 34
5.6 Suggestions For Further ReSEarCh...........ccoooviiiiii i 34
REFERENCE ...ttt ettt e et st n e sbeese et e ae e e see s 35
APPENDICES ... oottt ettt st e e b s ae e e e b e s se et e neenenae s 38
APPENdiX 1: INEIVIEW GUIE......c.eiiiiieiie ettt etee sttt e e et eereeetee e sreeesbeeenneeens 38



CHAPTER ONE

INTRODUCTION

1.1 Background

Organizations are faced with significant difficelti with regards to the challenges that
affect them on a day to day basis that result wimag performance, productivity or
growth. Intense competition in global and local ke#s requires firms to constantly
improve in their competitiveness. In today’s tudmil business environment, dynamic
capabilities, flexibility, agility, speed, and adalpility are becoming more important

sources of competitiveness (Barney, 2001; Susbdp}?

Research in the field of strategic management estggthat firms obtain sustainable
competitive advantages by implementing stratedies éxploit their internal strengths,
while neutralizing external threats and avoidingginal weaknesses. (Rosenberg, 2006)
Competition really matters .Companies are oftemedrito outperform rivals and capture
greater shares of exiting market space. Strategymethod or plan chosen to bring about
a desired future, such as achievement of a gaadlation to a problem. Strategy can also
be defined as the direction and scope of an orgtair over the long term, which
achieves advantage in a changing environment thraagonfiguration of resources and
competences with the aim of fulfilling stakeholdexpectations (Johnson Scholes &

Whittington, 2008)



Sources of competitive advantage include high guagdroducts, superior customer
service and achieving lower costs than its rivBlarQey, 2009). Understanding both the
external and internal environment enables firmswithstand the challenges and
maximize on the opportunities thereby promotingngroand sustainability. Competitive
Strategy (Porter, 1980) focuses on industry strecio the external environment of the
firm. The remedy to find an attractive industryw@asgs the firm possesses the resources
or capabilities needed to compete in that industrythe financial resources to acquire a
firm with the requisite capabilities.

The resource-based view of a firm explains itsighib deliver sustainable competitive
advantage when resources are managed such thabthedmes cannot be imitated by
competitors, which ultimately creates a competitdagrier. The theory suggests that a
firm with unique resources and capabilities provide basis of strategy. It emphasizes
that a firm utilizes its resources and capabilitexreate a competitive advantage that
ultimately results in superior value creation.

The market in which the East African Breweries ltedi (EABL) operates is a highly
competitive environment and thus there are manylasiges affecting its level of
competitiveness. However it has managed to stagxesgtul and competitive by
implementing various strategies such as, straggiming, aligning its corporate strategy
with the correct organizational model, developmehtiT in its process and positive
reputation and thus making it top in the markeallyc In a process that sometimes takes
decades to reach fruition, EABL has establisheelfiia a leading market position in a

number of countries on in the beer industry.
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1.1.1 Concept of Sustainable Competitiveness

A competitive strategy consists of all the moved approaches a firm has taken and is
taking to attract buyers, with stand competitivegsures and improve its market position
(Thompson and Strickland, 1993). Porter’s (20@Hcept of competitiveness focuses on
prosperity created from economic activity that teeavalue by providing products and
services at prices above their cost of productteuses productivity as the key factor in

defining competitiveness.

D'Cruz and Rugman (1992) defined competitivenesshasability of firm to design,
produce and/or market products superior to thoBexf by its competitors, considering
the price and non-price qualities. (Saji,2002) rfiedithis definition by defining the term
'international competitiveness' as the ability oimpanies, industries, and nations to
continuously generate while remaining exposed tdermational competition,
technological capabilities, relatively high factocome, and factor employment levels on

a sustainable basis.

A firm can be said to have sustained competitivernvelsen it is implementing a value
creating strategy not simultaneous being implenteritg any current or potential
competitors. Porter (1985) stated that a firm'satreéd position within its industry
determines whether a firm's profitability is abowe below the industry average. The
fundamental basis of above average profitability the long run is sustainable
competitive advantage. He identified the generiopetitive strategies of cost leadership,

product differentiation or focus. Cost leadershgn doe achieved through increasing
3



profits by reducing costs while still making a re@aable profit. In a differentiation
strategy a firm seeks to be unique in its induatong some dimensions that are widely
valued by buyers. The generic strategy of focudsres the choice of a narrow
competitive scope within an industry. The focuss#ests a segment or group of segments

in the industry and tailors its strategy to servimgm to the exclusion of others.

Sustained competitiveness involves a combinationpfcesses and assets, where
processes transform assets to achieve economimsefitom sales to customers while
assets are inherited as natural resources or dredtastructure. East African Breweries
Limited (EABL) has continued to carry out outstargly profitable operations in the
region.

In general terms, the beer industry throughoutitbdd is marked by fairly high barriers
to entry. The amount of expertise and equipmentiired for the manufacture of beer
products presents formidable initial barriers ttremto the industry because of the high
cost of establishing a manufacturing plant whiclensphasized by (Porter, 1979) in the
Porter's Five Forces of Competitive Position frarmewfor assessing and evaluating the
competitive strength and position of a businessammation. East African Breweries
Limited (EABL) has continued to carry out outstargly profitable operations in the

region.



1.1.2 East African BreweriesLimited

East African Breweries Limited, commonly referreml ds EABL, is a Kenya-based
holding company, which manufactures branded al¢olaold non-alcoholic beverages. It
was founded as a private company — Kenya breweéiraged, in 1922 by two white

settlers George and Charles Hurst. It was regdtes a public company in 1934 and
acquired Tanganyika breweries in 1935 necessitdtiegname change to East African
Breweries Limited in 1936. It acquired financialldhag in Ugandan Breweries in 1959
giving it a controlling hand in the brewing handtie East Africa market. EABL is East
Africa's leading branded alcohol beverage busiveis an outstanding collection of

brands that range from beer, spirits and adultatooholic drinks. (EABL, 2015)

While still the dominant producer in Kenya, Eastiédn Breweries Limited (EABL, a
subsidiary of Diageo) has seen competition intgnsifrecent years from small local
brewers and imports of international brands sucHeeeken and SABMiller. That said,
East African Breweries Limited still controls aral®0% of the Kenyan beer market, and
continues to expand into the rest of East AfricathWreweries, distilleries, support
industries and a distribution network across thgiorg the group's diversity is an
important factor in delivering the highest qualiisands to East African consumers and
long-term value to East African investors. Profimg and excellent customer service is
proof of their commitment to be the market leaddrese attributes have placed them at
the forefront in the beer industry, and positiotigeim to continue increasing the scope of

their customer solutions and services.



1.2 Research Problem

Enhancing a sustainable competitive advantage tisantomatic especially in this very
unpredictable and dynamic environment. Challengas fboth the external and internal
environment need to be managed effectively so aseép the organization growing.
Sustained competitive advantage exists when cotopetare unable to duplicate the

benefits of the strategy over time (Barney, 1991)

The firms are at a constant watch at what theirpeitors are doing and thereby making
it very difficult to shoot up in such an industdy.competitive advantage exists when the
firm is able to deliver the same benefits as coitgret but at a lower cost or deliver
benefits that exceed those of competing produdtas,Ta competitive advantage enables
the firm to create superior value for its custonserd superior profits for itself. Although
EABL clearly dominates in the local market, competi in Kenya’s beer industry has
increased in recent years, as both microbrewersmado brewers attempt to take
advantage of naturally expanding markets. At thd eh 2012, Keroche Breweries
(Kenya's only local brewery) stated that it plansraise its share of the beer market in
Kenya to 20% (from around 3% currently) in two y&aand is increasing capacity to

meet that target (KPMG Africa, 2014)

A number of studies have been conducted on thdegies adopted by various
organizations to enhance its sustainable competiéiss. Kaburu (2012) carried out a
study to establish the competitive strategies axtbjity Zetech College to cope with

competition affecting middle level colleges in Kanyuganda (2007) also carried out a
6



study on Nation Media Group to establish the coitipetstrategies adopted by the
company to cope with competition in the media itdusr Kenya. Ongori (2010) did a
survey to investigate the strategies employed bynsercial banks in Kenya to build
competitive advantage. Musia (2013) did a studylétermine the factors influencing
competitive advantage by East African Breweriesitethwithin the beer manufacturing

sector in Kenya.

Among the studies reviewed, there is no known stihdy has dealt with the strategies
that the East Africa Breweries limited has adopteal enhance sustainable

competitiveness. This study seeks to fill the éxgstesearch gap by conducting a study
to determine , what are the strategies adoptetidyEast African breweries in enhancing

sustained competitiveness?

1.3 Research Objective

The research objective of this study is to esthlili®se strategies adopted by East Africa

Breweries Limited in enhancing sustainable competiiess.

1.4 Valueof The Study

The results of this study would be valuable to $atsoand other researchers as it would
be form a basis for further research. It would hetpdemicians to undertake the same
topic in their studies. Students would use thisdgtas a basis for discussion on
competitive strategies. The study will also beoarse of reference material for future

researchers on related topics



This study is very significant to all the companie Kenya that are struggling to triumph
and penetrate the very competitive industry in Kernipvestors that are willing to join
this industry can also gain on the various tipsythall consider in gaining that
competitive edge. However, this is not limited tolyothose that are already in the
industry but also reaches out to those that arbaperplanning to offload some shares
from a player in this industry or expand their &rg portfolio. This study will be of

value as a reference and mention to future resegoh the field.

The government and other major policy makers wsk the findings from this study to
set guidelines as far as strategic competitivenassoncern and how to manage

challenges to attain an effective competitive emrvinent.



CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This Chapter discusses the theoretical foundagtated to the strategies that are adopted
to enhance sustainable competitiveness and what cgkearchers have done. The areas
covered here are theoretical foundations and tbhetad strategies used by East African

Breweries to enhance its sustainable competitiveenes

2.2 Theoretical Foundation

In this study, the theories that explain the cohadsustainable competitiveness are the

Resource Based View, Dynamic Capability theory lamolvledge based theory of a firm.

2.2.1 Resource Based Theory

The resource based view of the firm (RBV) drawsrdton to the firm’s internal

environment as a driver for competitive advantage @mphasizes that a firm utilizes its
resources and capabilities to create a competdidreantage that ultimately results
creating a superior value chain. According to Bgr(991), a firm resource must be
valuable, rare, and imperfectly imitable and nohssitutable in order to be source of a
sustained competitive advantage. He argued thgt sirdtegically important and useful

resources and competencies should be viewed asesoofrcompetitive advantage.



The resource-based view (RBV) states that, theslfasithe competitive advantage of a
firm lies primarily in the application of valuabtangible or intangible resources at the
firm's disposal. Resources that are diverse inraate the ones required to transform a
short run competitive advantage to a sustainabhepetitive advantage. Resources need
to be rare to be able to function as a possiblecgoof a sustained competitive advantage

(Hoopes, Madsen and Walker 2003).

Hitt et al (1997) argues that companies createaswdile competitive advantage
whenever customers consistently perceive positiffeerdnces such as in quality,
uniqueness value or cost competitiveness, betweeprbducts or services offered by the
company and those of its competitors. It has begueal that the RBV ignores the nature
of market demand and only focuses on internal megsu(Hooley et al. 1996). A firms
ability to earn profit and success depends on tinaciiveness of the industry in which it
is located and having competitive advantage oveoiitpetitors. Sustaining competitive
advantage in the face of competition and dynamanghks in the environment requires

that firms constantly develop their resources basis

Sustainable competitive advantage has a reasolssieg effect and helps the company
to achieve its strategic goals. To be sustainatenpetitive advantage needs to be
embedded in the organization resources, skillduriland investment over time (Porter,
1998). Managers have to make an overall assessyhéim¢ organization resource base
and make the relevant strategic decisions thatemdible the company to survive the stiff

competition from its rivals.
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2.2.2 Knowledge Based View

The knowledge-based theory of the firm considemswkadge as the most strategically
significant resource of a firm. The relationshigvizeen organizational knowledge and the
firm’s competitive advantage is influenced by itapacity to integrate and apply
knowledge (Matusik and Hill, 1998). This knowledgecarried through various aspects

such as systems, employees, organizational cidnaéeliefs, documents and policies.

The sustainability of the knowledge-based competindvantage depends on knowing
better certain aspects than the competitors, abatiyg the time limitations competitors
have to acquire similar knowledge despite the arhotimoney they are willing to invest
to achieve it (Zack, 2002). Organizational learnaigo plays an important role in the
sustainability of the competitive advantage knowkedased view of the firm. In the
global knowledge-based competition, the role of Anroapital has become tremendously
important. Individuals are no longer mere elemeaita production system, but owners
and controllers of the most important factor of qarction — knowledge. Although the
resource based view of a firm recognizes the ingmbrtole of knowledge in firms that
achieve sustainable competitiveness, it treats ledye as a generic resource rather than

one with special characteristics.

11



2.2.3 Dynamic Capability Theory

In organizational theory, dynamic capability is tepability of an organization to adapt
adequately to changes that can have an impactsdurittioning. Teece et al. (1997)
defines dynamic capability as the firm's ability botegrate, build, and reconfigure
internal and external competences to address yapidinging environments. He added
that the term dynamic refers to the capacity toewercompetences so as to achieve

congruence with the changing business environment.

Capabilities and capacities lead to superior sasthiperformances because they are
specific to each organization, valuable to the ntéie non substitutable and hard to
imitate. The basis of gaining a sustainable cortipetiedge is on competencies and
capabilities critical to market success and satigfyustomers (Porter 1985). Dynamic
Capability Theory provides top management with aion how they can change their
existing models to adapt to dynamic changes inetindronment. The term capability

emphasizes the key role of strategic managementppropriately adapting and

integrating both the internal and external orgatioral skills.

2.3 Strategies Adopted to Enhance Sustainable Competitiveness

Strategic competiveness is a tactical achieventeatt takes a lot of planning to pull
through. Companies are spending a lot of moneyhis turbulent and dynamic
environment in which almost all the players are r@naf the underlying danger of this

form of competiveness. Sustainable strategic congetss for a firm can be achieved

12



by the creation of a Unique Value Proposition whigla clear statement that describes
the benefit a firm has to offer, how they solvetooser’'s needs and what distinguishes
the organization from the competition (Porter, 19%8ith a strong developed UVP the

company and its services are likely to win all waysnd, the sales revenues are higher,

lower costs, higher profits and increased equityevaf the firm.

Companies face a major task in finding that unitpstor that separates them from the
other pool of market players in the same indudigytare in. Identification of a unique
value proposition or strategic market position thdt last the market instability forces
takes three major steps; knowing the exact cus®rmseparation of users from customers
of their product and defining the business conaepat brief precise and straight forward

sentence.

Strategic planning is commonly practiced in order énhance the organizations
performance. It is the cornerstone of every orgatiom without which the organization
will never know where it is going or when to acheeis objectives (Wahome, 2009).
Strategic planning takes place both at corporatebaisiness levels. The strategies at both
levels are interrelated. All the parts of the base work to accomplish the corporate
mission. However, this does not mean that comparaes to come up with an entirely
new concept but means that they have to estalbiiggiohe aspect that differentiates them
from the competition. In general, this form of sulsability is consistent with the notion
of sustainable competitive advantage inherent enrtésource based theory of the firm

(Barney, 1991)
13



Among the factors cited as crucial to successfydl@mentation of strategic planning ,

the following dominate: Leadership, Organizationallture, structure, processes;

coordination and control systems, management sgstdraman resource systems,
communication, systems approach to strategic managge resource allocation, Change
management, and creative thinking and creativel@nolsolving.

Porter (1980) suggests five competitive forcestegjias that are used to determine the
profitability of an industry such as: threat of mmtthreat of substitution, bargaining

power of buyers, bargaining power of suppliers, andlry among current competitors.

The impact of these five forces and the structdranoindustry, determines the intensity
of industry competition and the ability of firms the industry to make profits. Porter

describes competitive strategy as taking defensiad offensive actions to cope

successfully with the five competitive forces.

Hamel and Prahalad (1994) focus on core competeacié argue that a firm’s sustained
competitive advantage is to be found in its cormpetencies. A core competence is a
business activity that an organization does pdedrtuwell in comparison to competitors
(Daft, 2006).In order for a competence to be a core competeheee criteria have to be
met. These include the competence has to providesado more than one market, the
competence must give a significant contributionthe end product and lastly, the

competence must be difficult for competitors totate

14



Generic competitive strategies are implementedrgamzations to enhance sustainable
competitiveness. They include low product costalrdifferentiation strategies and best
cost and focus strategies. Low product cost styadéms to be the lowest cost producer
within the industry, while under differentiatiorrategy, the firm seeks to differentiate its

product by offering distinct products from thatitsfrivals.

In adopting a narrow focus, the company ideallyufss on a few target markets. These
should be distinct groups with specialized needsstdeadership can be achieved by
taking control over the value chain and encompagssih functional groups; finance,

supply/procurement, marketing, inventory, inforroatitechnology to ensure low costs.

Firms can also take advantage of the economiesaté $0 minimize on costs

Differentiation strategy is an attractive compeétapproach whenever a buyers need and
preference are too diverse to be fully satisfiecalstandardized product or service or by
sellers with identical abilities. A company can lempent the differentiation strategy
through superior services, quality service, markebvation, value addition techniques,

and technological leadership among others.

The focus strategy involves the firm focusing omarrow portion of the market
expectations and is also built on serving a pddictarget i.e. customer, product, or
location very well (Porter, 1987). A competitivevadtage exists when the firm is able to

deliver the same benefits as competitors but atvar cost or deliver benefits that exceed

15



those of competing products (differentiation adage). Thus, a competitive advantage

enables the firm to create superior value forutst@mers and superior profits for itself.

2.4 Empirical Studiesand Research Gap

Sinee (2001) did a study is to analyze the Market8trategy Competition among
companies dealing with domestic and imported béefsre Liquor Liberalization in

Thailand. It adopted a case study analysis of comepaThe results of the study showed
that Thai Beer Company used the price and chartregegy, brand building strategy,
SWOT analysis strategy, heavy advertising strateglfing point building strategy, and
proactive strategy. Imported beer companies coedudtade promotion strategy,

advertising strategy and brand strategies.

Aguko (2014) examined the value chain analysisagdnizational performance of beer
manufacturing companies in Kenya. The study adoptettoss sectional descriptive
survey. From the study findings it was establistied the main factors that influence the
value chain in the beer manufacturing industry en¥a were timely delivery times of
products and services, waste reduction, well mahagecurement costs, use of modern
information technology, effective human resourceanagement, efficient firm

infrastructure and continuous improvement.

Mugwe (2012) did a study on the competitive stree@dopted by beer brewing firms in
Kenya. The study adopted a cross sectional sumsgarch design. The results indicate

that heavy distributional costs, increasing adseny cost, many brands in the market,

16



heavy costs of production, low market penetratiold, machinery of production, low
profits, fear of change, fact that their brands amknown, lowering of prices by other
firms, heavy legislation, low market share, lowesalvere challenges that beer companies
were facing in marketing their products. The statso found that the beer firms were
using cost leadership, offensive strategies, defersdrategies and collusive strategies as
competitive strategies to a great extent.

Wangechi (2005) examined strategic planning at Béstan Breweries Limited. The
objective of the study was to investigate and daninthe strategic planning system at
East African Breweries Limited. This was done tlylo@n interview guide. The findings
concluded that East African Breweries Limited hag m place a strategic planning
system that is unique to its context and that tlaketing tool plays a great role in
Strategic Planning. Strategic planning at EABL @ without its complications and
challenges. This is due to the complex nature, slfgerent environmentand multiple
businesses that pose problems during strategicufation and implementation stag€lso deal
with these challenges effectively there needs tstkaegies in place to enhance growth

and sustainable competitiveness.

Although strategies adopted to enhance competgs®naffect all organizations
especially the ones that seek sustainable comygatéss, previous studies don’t bring out
the East African Breweries context well. Sinee @0@&guko (2014) and Mugwe (2012)
focused on market based strategies, value chaigsaand organizational performance

and strategic planning respectively. More to Valllain analysis and strategic planning,

17



there are other strategies that need to be addptedhance strategic competitiveness.
Beer firm’s market growth is slow due to economardships that have continued to
affect beer industry, coupled with high taxes,f stdmpetition from other beverage sub
sectors and low consumer spending (Evelyn & Matg&@05). In light of this there

exists a knowledge gap to establish the stratemiepted by East African Breweries to

enhance sustainable competitiveness.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter discusses the research methodologlyinghis study. It discusses aspects
such as research design, data collection methatldata analysis. The main objective of
this study was to investigate the Strategies adojpyeEast African Breweries Limited in

enhancing sustainable competitiveness.

3.2 Research Design

According to Borg and Gall (1996) a research dessga logical and valuable way of
looking at the world. This is a plan according thiet research participants are chosen,
the data collected and analyzed. The researchrdési this study was a descriptive case
study. Korathi (1990) describes a case study asri fof qualitative analysis that
involves a careful and complete observation.ufittase study method is popular for
gualitative analysis as it entails taking a singjteiation within a single social unit and

studying it comprehensively and intensively.

The study unit was East African Breweries Limit&tie selected members from the top
management were interviewed to establish the catiyeestrategies adopted by East

African Breweries Limited in enhancing its sust&ilgacompetitiveness.
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3.3 Data Collection

Primary and secondary data was collected for thidys Primary data collection targeted
eight senior managers from various departmentheatheadquarter offices in Nairobi.
These respondents were better placed in providiggired data because they play a great

role in ensuring the best strategies are in pla@hance sustainable competitiveness. *

To gather primary data, an interview guide was usEde interview guide was
administered through personal interviews which vedid further probing. It had a
combination of both open and closed ended quest®esondary data was also be used
in the study. The sources of this data includethlipations from the internet, newspapers

and internal documents including company profild eeports.

3.4 Data Analysis

Newton and Jeonghun (2010) defined data analysisystematically looking for patterns
in the data collected and formulating ideas thatoant for those patterns. Content
analysis technique was used to analyze the datemte@t analysis has been defined as a
systematic, replicable technique for compressingymaords of text into fewer content
categories based on explicit rules of coding. Qun#malysis enables researchers to go

through large volumes of data with relative ease systematic fashion (GAO, 1996).
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According to Nachmias and Nachmias (1996), congeralysis is the systematic and
qualitative description of the composition of subjef study. This involves analyzing
major concepts, contents, themes relevant to #eareh objective and interpreting them

to draw conclusions and recommendations
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CHAPTER FOUR

DATA ANALY SIS RESULTSAND DISCUSSION

4.1 Introduction

The chapter presents an analysis of the datatsemudl discussion based on the research
objectives and the research methodology. The majectve of the study was to
establish the competitive strategies adopted byt Béscan Breweries Limited to
enhance sustainable competiveness. Case studyratesgesign was used and data
collected through interviews with the senior mamagén interview guide was used to
assist in conducting the interviews. The data ctdié from the research was qualitative

in nature and therefore analyzed through conteatlysis.

4.2 Respondents Profiles

The study collected data through personal intersiaith five managers of East African
Breweries Limited KenyaA response rate of 75% was achieved as only fiveagers
were available for the interview. The respondentyewkey persons responsible for
formulation and implementation of strategies in trganization. The respondents had
worked in the organization for a period of five y@ea@and above and thus were better
placed to respond on the strategies they adoptédaw the company had managed to

implement them thereby gaining sustainable conipetédvantage.
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4.3 Strategies Adopted by East African Breweries

According to the respondents, East African Breveelienited adopted a number of key

competitive strategies to achieve sustainable ctitiyamess.

4.3.1 Product Differentiation Strategy

From the findings it was noted that EABL had put great emphasis on product
differentiation and uniqueness as a strategy fampemiitiveness which other beer
manufacturing industries have not been able toiaa&el over a long period of time.
Product differentiation has paved way for brandaloy which has been a successful
product differentiation strategy among customerscokding to the Marketing Manager
the market share has risen over the years throegtepped quality, value, and cost
savings by the company. The company must contioudetiver quality or value to
consumers to maintain customer loyaRprter (1980) suggested differentiation as one of
the three generic strategies that a firm can adegter further suggested that strategic
differentiation involves differentiating an orgaation from its competitors in ways that
are sustainable in the future. Respondents emmththat the products offered by EABL
are differentiated to suit their customers such tha customers are able fulfill all their
personal expectationDifferentiation looks to make a product more afiinee by
contrasting its unique qualities with other compgtiproducts. Successful product
differentiation creates a competitive advantagetlar seller, as customers view these

products as unique or superior.
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4.3.2 Cost L eader ship Strategy

According to the respondents, EABL enhanced casldeship to a quite a large extent
through supply chain optimization which ensuredgmrproduct supply even during the
peak seasong&conomies of scale arise when firms that produdarger volumes enjoy
lower costs per unit because they can spread fiwsts over more units, employ more
efficient technology, or command better terms freappliers. The respondents stated
that the cost was controlled through efficient prcttcbn, brewing automation and
outsourcing of services, business performance nemegt and substitution of raw
materials. This provided the quality and value sesaey to continue exceeding the
expectations of the consumers.

The respondents’ further explained that low codtproduction for valuable products
enabled the company to enjoy high degree of custdigalty and lock out the
competitors in the market. Porter (2001) arguesttielow-cost leader gains competitive
advantage by getting its costs of production otrithistion lower than those of the other
firms in its market. A company can reduce cost @fdpction by improving processes
efficiency, getting lower cost materials, verticadtegration, optimal outsourcing,

efficient distribution channels, expertise in maaifiring and engineering
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4.3.3 Divergfication Strategy

Diversification Strategy is a form of growth maiket strategy that has been used to
increase profitability through greater sales volusb&ained from new products and new
markets. The managers pointed out that this paaticstrategy had been targeted to
venture into new markets through new products.

EABL has continued to engage in the developmemes¥ products aimed at creating
different new brands and engaging in traditiongludir segment. According to the
respondents EABL launched the new herbal-flavouestly-to-drink spirit known as
Orijin and it is expected to grow and acquire monarket share and popularity.
Diversification growth strategy makes sense whendgopportunities can be found
outside the present business. Kotler (2003) statdsa good opportunity is one in which
the industry is highly attractive and the compag la mix of business strengths to be

successful.

4.3.4 Marketing Strategies

The respondents indicated that EABL was operatmganm increasingly competitive
market and intense marketing strategies were aitbmmdor survival. EABL managed to
consistently market itself locally and globallydhigh the use of the local media, an up to
date company website, road shows, bill board aesnient, promotions, sponsorship of
various events such as the Safaricom 7s rugby citiops, Tusker Twende Kazi
Campaign and more intensive distribution. The radpats however noted that the

constant changes in customer’s choice and preferenproducts offered by competitors
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was a major challenge. The company was therefomedoto come up with more up to
date marketing strategies to mitigate this sudhasise of social media as a tool to target
both existing and future customers. This way thengany was able to communicate,
have continuous interactions with consumers andabéesto follow on the feedback and

preferences easily.

4.3.5 Continuous I nnovation Strategy

According to the respondents EABL invested a gdeat in technological innovation and
product innovation that aims at improving the pssas of production, manufacturing
and distribution in order to increase efficiencykeep up with the changing trends. The
business environment today is highly competitivd aompanies must innovate in order
to stay ahead of their competitors. Innovation iegpkomething that is essentially new.
However to create business value does not nedgskane to be new to the world.
Product innovation can be described the creati@hsasequent introduction of a good
or service that is either new, or an improved \ersif previous goods or services.
According to Mulgan and Albury (2003), successfahavation is the creation and
implementation of new processes, products, servaces methods of delivery which
result in significant improvements in outcomes cfincy, effectiveness and quality.
EABL has successfully developed products and sesvihat provide to its diverse

customer base.
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The rate at which organizations are turning to iheernet and other information

technology options is increasing by the day. Actaydto the respondents constant
improvement of technological innovations to keepwith the trends has boosted its
growth and success over the years. It has helpsd #nalyse data and make informed
decisions in day-to-day management and operatiaimebusiness. The company uses
technology to respond faster to customer demamdgree product quality management
and overcome physical geographical boundaries évat its business seamlessly, with

hopes of facilitating cross-country bench-marking.

4.3.6 Human Resour ces M anagement Strategies

Respondents stated that human resource manageménbdtome a key strategy in
enhancing competitiveness since human resourctegiga look into the sustenance of
the human capital. As the global economy become®asingly knowledge based, the
acquisition and development of superior human abfiecomes essential to EABL’s
success and growth. The company enhanced humargeraaat strategies to ensure that
it has qualified staff to implement its goals. Ttespondents noted that the continuous
training and development given to the employeekdep them up to date with the
changing consumer consumption patterns, has ngtiomroved their morale but also
helped then to work better. They further noted thatcompany had put up measures to
attract, retain and develop talents and knowledges @mployees and to motivate them
to achieve the vision and missiof.he company believes in good corporate governance
in order for it to achieve its business objectivAl. employees are provided with an
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opportunity to fully understand the work ethics atite regulatory expectations.
Corporate values are communicated and shared widehge organization. According to
the respondents, the employee productivity andltpyeas high as particular targets are
set and there is a business performance manag@noeetss in place to monitor measure

and cause correction perform

4.3.7 Corporate Social Responsibility

According to the respondents, Corporate Social &espility is another strategy that
EABL has adopted. CSR relates to the relationdlepveen a company and the
government, shareholders and individual citizensisla self-regulatory mechanism
whereby a business monitors and ensures its aaivgliance with the spirit of the law,
ethical standards and national or internationalmsor Respondents noted that the
company incorporates CSR in its overall organizat@an, in its code of conduct,
internal governance and ethics and the companyltureu EABL contributed to
community sustainability by providing local job&iraugh the EABL foundation water
for life projects, scholarships to needy bright detots, building local talent and
leadership, fostering an enterprise culture throughheir value chain, sourcing from
local businesses where feasible and addressingdonaerns (EABL, 2015) .According
to the respondents, EABL had supported this noGbrCSR for a long time as part
modeling its image and giving back to the soci#ttyhas been done through awareness
campaigns on responsible drink, broadcasted adwéttisslogans of ‘Don’t Let Friends
drink and drive’, thereby supporting safety first.
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4.4 Discussion

The environment has become very competitive amasfinave become so concerned with
maintaining their competitive drive and growth tigbwarious strategies. Findings from
study indicate that East African Breweries Limitesis adopted of various strategies that

have been seen to have a very big impact on iteessc

EABL has distinctive capabilities that separatéam its competitors. The management
leads from a global perspective with all sectioadseliaising with each other to form and
implement strategies that go hand in hand wittsitategic goals and vision. The core
capabilities include provision of quality produatiéfferentiated products and value added
products. The capabilities are supported by cortipetstrategies like attracting and
retaining competence, experienced staff and effayien product delivery demonstrated
by effective implementation. This is consistenthaibe Dynamic capability theory and
Resource Based Theory where (Porter 1985) argaeshih basis of gaining a sustainable
competitive edge is on competencies and capabilitigtical to market success and
satisfying customers. According to Barney (2007pider to realize its full potential, a

firm must be organized to exploit its resources eaqohbilities.

EABL has the knowledge of the basic competitivatsgies and has put up measures to
attract, retain and develop talents and knowledgées @mployees and to motivate them
to achieve the vision and mission. The employeesgaren continuous training and
development to keep them up to date with the clmmnhgonsumer consumption patterns

thus improving their knowledge which is a greateass1 achieving sustainable
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competitiveness. The company has enhanced humaagement strategies and policies
to ensure that it has qualified staff to implemést goals. This is conforms to the
Knowledge based view theory which argues that kedgeé is becoming the most

valuable strategic resource a company.

Findings from study indicate that EABL has adopdgterentiation strategy which has
had a big impact on its competitive success. EARIr@ducts are differentiated to make
them more attractive by contrasting its unique igeal with other competing products
such that the customers are able fulfill all the@rsonal expectation3his successful
product differentiation has created a competitisreamtage for EABL as customers view
these products as unique or superior. In additast leadership strategy has been an
effective strategy for EABLs as supply chain teaam heen tasked with the responsibility
of ensuring that the output matches the demandldvineosts of production for valuable
products enabled the company to enjoy high degreestomer loyalty and lock out the
competitors in the market. Porter (2001) arguesttielow-cost leader gains competitive
advantage by getting its costs of production otrithistion lower than those of the other

firms in its market.

Sustainable competitive advantage cannot be adhitweugh operational effectiveness
alone (Porter, 2001). Sustainable competitive athggn comes about by performing
different activities from rivals or performing silai activities in different ways. All the

respondents were agreed that the company needsxhtiouously scan the environment

in order to respond appropriately to the changimgrenment.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction

This chapter provides the summary, conclusion asdmmendations of the study based
on the objective of the study. The objective ofststudy which was to establish the
strategies adopted by East African Breweries Lidhitéenya in enhancing sustainable

competitiveness

5.2 Summary of thefindings
The objective of the study was to determine thatsgies adopted by East African
Breweries in enhancing sustainable competitiven@ss Kenya. The researcher

interviewed five respondents of the eight that wargeted.

The study established that in this very dynamicirenvnent EABL, faces stiff

competition from its various competitors and amittié$ competition it had managed to
stay successful. It was found that the companyrhadaged to keep off the competition
by applying various competitive strategies in ifei@tions that have played a very big

role in its success.
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The study also established that EABL focused orh leotisting and future customers
through product differentiation and innovation teeeh new trends. It used various
strategies, resource and capabilities to becomdettting beer distributor in Kenya. In
the next five years respondents emphasized thatLEA®iId be the Number one drinks

company in Africa as the well as the most trusted @elebrated organization.

The researcher also established that the respanddserved that there was general
satisfaction among employees. Employee productiabd loyalty is was high as
particular targets were set for each individual dnefe was a business performance

management process in place to monitor measurearse® correction performance.

5.3 Conclusion

The study concludes that the adoption of competiivategies had played a great role in
ensuring growth and continuous sustainable connpstiéss at East African Breweries
Limited. From the findings, it was concluded thaffedentiation and aggressive
marketing are the most widely practiced stratefpesompetitiveness at the East African
Breweries limited in Kenya. There is a good underding of the theoretical foundation
of the strategies that enabled company to implentleat strategies and excel in its

objectives.

The study also concludes that a firm’s competitasvantage is not sourced from
adoption of one strategy but a combination of matrgtegies. EABL adopted certain

strategies to a greater extent than the otherate§ies such as innovation, customer
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relations, differentiation, and diversification a&gies were adopted with equal
importance. EABL also collects views from all sta&klers, and embed the strategies to
staff through departmental heads to ensure thaetbategies are sustainable in the long

run.

In the case of EABL, one way in which it had bedreato achieve sustainable
competitiveness is taking time to study the maddd understand consumer needs and
wants as well as how best to satisfy them befanadaing a product that will meet the

identified demand

5.4 Recommendations

The economy is faced with current turbulent changgke environment and even more
environmental challenges ranging from the politicahvironment to the social

environment are constantly increasing. The pub{jpeetations are high for East African

Breweries Limited and there is need to prove tha still a market leader in the beer
industry in Kenya .The study therefore recommeinds the company can embrace the
focus strategy to a larger extent in which a compaoncentrates on an identified target
market and focuses on meeting that market needsisFsirategy can be the key way to

reaching the specific target markets.

It is recommended that the company should alsormeomtformulating and implementing
more strategies to enhance sustainable competisgeand should target to progress not

only locally but also globally. The study furth@&commends that other firms in the beer
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sector should ensure they adopt competitive stiegetpat would enable them to grow

successful amidst the competition and turbulentrennent.

5.5 Limitations of the Study

The main limitation was that only five respondentse interviewed because most of the
respondents some senior managers were unavaildigde.observations might not be
representative of all the views within the orgatima The research design of this project
was a case study. Other beer manufacturing fimk&enya could have been consulted
on the strategies they adopt to enhance sustainabipetitiveness to get broader

findings.

5.6 Suggestions For Further Research

The researcher recommends that a similar studyobe ¢ other beer manufacturing
industries for purpose of benchmarking since thgirtass environment is also applicable
to them. A study could also be done to identify ¢hallenges faced by beer industries in

adopting strategies for sustainable competitiveness
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APPENDICES

Appendix 1: Interview Guide

INTERVIEW GUIDE ON STRATEGIES ADOPTED BY EAST AFRIN

BREWERIES IN ENHANCING SUSTAINABLE COMPETITIVENESS

1. Name (Optional)

2. What is your position in the EABL?

3. What is the name of your department?

4. How many employees does the company have?

5. How long have you worked in the organization?

6. Who is responsible for strategy formulation asEAfrican Breweries Limited?
7. How are your current strategy (ies) formulated?

8. What strategies does the East African Breweligsited adopt for Sustainable

Competitiveness?

9. How have the adopted competitive strategiessteskithe East African Breweries

Limited in the achievement of its strategic g@al

38



10. Explain the extent to which East African BremsrLimited has implemented the

following generic strategies to deal with its cottijpes?

i. Cost leadership

ii. Differentiation

iii. Focus

10. What measures does the organization put iregla@nsure that these strategies are

sustainable in the long run?

11. How does East African Breweries Limited focus both existing and future

customers?

12. Which major strategies have the East Africaewiries Limited used to stay ahead
of its competition in the last five years?

13. How has your organization been affected by gbanin the market due to

competition?

14. Which strategies has East African Breweries iteich adopted to improve its

corporate image?

15. Where do you see the company in the next s9ear
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