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ABSTRACT 

The background of this study highlights the process through v. hich a firm enters and starts 

operations in a foreign countr) i.e. internationalization \\'hilc this is a complicated process 

owing to w1certaintics in foreign markets. Kn0wlcdgc plays a critical role in shaping the entry 

strategies and commercial operations in those foreign markets as highlighted by the Uppsala 

model on the role of knov.ledge in internationalization. This model is the main theory driving 

this study. The aim of this study was to stress the importance of a more critical discussion 

about knov.lcdge in U1eories about internationalization process and develop a clear 

understanding on the link between knowledge management and intemationalization process 

ami its effect on operating performance based upon previous literature about knowledge 

sharing and the internationalization process (Johanson & Vahlne, 1977, 1990). 111e theoretical 

approach is used to discuss and analyse the case of East African Breweries Ltd entry 

strategies in the regional markets. The purpose of the research should be regarded as 

explorative to increase our understanding on how general internationalization theories can be 

applied in firms and the role of knowledge management on operating efficiency. 

From the literature review, knowledge has been assigned a meaning as defined in the oxford 

English dictionary and also from the philosophical debates perspective. The concept of 

knowledge management is also discussed further as a concept in which organizations 

deliberately put effort to gather, organize, analyze and share its knowledge as a way of 

improving perforn1ancc. This concept of knowledge management is further linked to the idea 

of a learning organization where great scholars like Senge (1990) defines learning 

organizations as organizations where people continuously learn and expand their capacity 

w ith a view lo achieve the desired results. Various empirical findings from previous studies 

have been highlighted. A key findings which forms the basis for the conceptual framework for 

this study was from a study by Caison (1975) which showed the sequence of entry strategies 

where the companies started with exports, then establish a local sales organization and finally 

pu tting up a manufacturing unit in the foreign country. Other studies covered like Argotc 

( 1999), Nelson & Winter and Cohen & levintha1 (1990) emphasizes experiential learning as 

the enabler as the firms pursues internationalization. 

v 



This bl!ing a case study, U1c data \\US collected through interviews targeting senior managers 

charged with tile responsibility of managing the international business. Additional data was 

also captured from the annual reports of the company and all the data collected has been 

analysed using content analysis method. 

The findings were consistent \o;ith the prcYious empirical studies that knowledge plays a 

critical role in shaping tile entr) strategies at EABL. Knowledge acquired helps in minimiLing 

uncertainties and therefore more resource commitment. The knowledge acquired is market 

specific and helps in shaping the commercial acliYities in a market and mode of operation. In 

addition to that, knowledge management was found to be instrumental in enhancing 

information sharing and organizatjon learning which boosts operational efficiency and also 

guides the right decisions. A notable shortcoming found during the study was lack of a clear 

framework to ensure organization learning instead of concentrating knowledge on individuals 

and teams. As a result the study recommends formulation of a policy on documents retention 

and operation of knowledge management system with a view to entrench organization 

learning. Anotiler key recommendation goes to the government in facilitating information and 

opportunities in the regional markets and also giving incentives in form of enhancing 

management capability for the firms seeking regional expansion as a way of growU1 which in 

turn promotes economic development. 

There were limitations of the study particularly due to tight schedules of the respondents. 

Some gave short answers owing to the limitation of time. Confidentiality was another 

challenge especially on any information that is not publicly available especially discussions 

around shareholder influence. The study did not test the significance of tJ1c factors identified 

as important in the link between knowledge management and internatio:1alization. As a result 

of the limitations, U1e study recommends a further across industry study with a big sample and 

analyse the degree of significance for cacl. of the factors identified as critical to have 

knowledge about in order to achieve effective internationalization. 
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IIAPTER Oi'E: 1:\'I'ROD CTION 

1.1 Background of the tully. 

'I he process ll1rough which a firm enters am.l bl!gins operating within a foreign country 

mark-.:t IS known as internationalization. Internationalil'.ation has he-.:n ddincd as a 

process of increasing im olvcmcnt in international operations which requires adapting 

the finn's strategy. resources. stmcture and organization to international environment 

(Welch & Luostarincn,l988 ). 

Internationalization of a firm is a complicated process that draws on a \\ide range of 

decisions over a \\ide range or functions. Questions conceraing the selection or 

markets segments, adaptation of products and the choice of organization must find 

anS\\Crs. The questions vary widely between industries and between firms operating in 

the same industry. About three decades ago, business theorists at the Universit) of 

Uppsala in Sweden assigned knowledge a key role in their explanation of firms' 

internationalization. firms learning or acquisition of knowledge about foreign markets 

was pointed out as being determining not only the speed by which firms expand 

internationally, but also which regions of the world firms enter and what op~rations 

methods they employ in the foreign markets (Wiedershcim, 1980). 

Although challenged by other alleged detenninants of firm's internationalization. 

kno~ledgc is still the centerpiece in theories or linn's internationalialtion process. 

1 he intcmationalization pallcm is c01:1poscd of the resource ccmmitmcnl to foreign 



markets (including operation method. ). the spatial expansion and the pac~.: by "hich 

the firms intcmationalisc. Johanson & Vahlne (1977) held that the kmm ledge that is 

particulm ly impm1ant in the internationalization process takes on the fol hm ing 

characteristics. First. the knowledge that is cn.cial to fi rms is market specific. i.e. the 

know ledge is about tum to do business in the targeted torcign cow1try. 

llanng their indivi<.lual uniqueness all foreign mar'<ets tli llcr from each other and only 

to a limited extent can knowledge acquired in one foreign market is used in another. 

Secondly. the crucial knowlc<.lgc is experience based. It originates from the current 

foreign business activities and as such the knowledge ac.quisition is a learning by 

doing process. ·1 hirdly. the crucial knO\\Icdgc is embc<.l<.led in individuals i.e. the 

market specific knowledge is acquire<.! through personal experience. A fourth 

suggestion made by Johanson & Va'llne ( 1977) is that international involvement. 

including commitment of irrevocable resources to foreign markets. increases 

proportionately with knowledge acquisition. 

1.1.1 The Uppsala model and the concept of learning 

A basic assumption of the Uppsala model is that lack of knowledge of foreign markets 

is a major obstacle to intcmational operations. but that such knO\\ ledge can be 

acquire<.! (Johanson & Vahlne.l977). I Jo\'.evcr because of the tacit character of 

markl:ls knowledge. the main source is inc' itably the firms own operations (Johanson 

& Vahnle.l990). Acquiring knowledge is first of all a question of being active in the 

new environment rather than of collecting and analysing informalion.l3y operating in 

the market , the firm does not only acquire information about the market , but also 
2 



becomes closely connected tu the mnrkcting such a \\ay thut it is difficult to u~~ its 

resources for other purposes (lladjikhani. 1977). 

A second important assumption is that the decisions concerning f(,reign irn cstrncnts 

are made incrementally due to the market uncertainity.Knowledge about foreign 

markets is acquired gradually by learning though conducting business in the market. 

I he more the firm knows about the market, the lower the percci\'cd market risk will 

be, and the higher the level of foreign investment in the market. The firm 

postpones each successrvc step into a certain market until the perceived risk 

associated with the new investment is lower than the maximum tolerable risk 

(Johanson & Yal1le, l977).Thc perceived risk is primarily a funct ion of the level of 

market knowledge acquired through 0\ .. 11 operations. 

A third assumption is that knowledge is highly dependent upon individuals and 

other contexts or as the model builders maintain refering to Penrose 

(I 959),cxpcriencc itself can never be transmitted, it produces a change frequently a 

significant change in individuals and cannot be separated from them (Johanson & 

Valmle. 1977). Consequently, the problems and opportunities intrinsic to a certain 

market \\ill primarily be discovered by those who are working in the market . For 

them, the adaptation and extension of present operations will be 1he natural solu tion to 

a problem or the reaction to an opportunity (Johanson & Vahnlc,J977).Expericnce at 

the individual level generates business opportunities and is supposed to \>\-Ork as the 

driving force in the internationalization process (Johanson & Vahnlc, 1990). 
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'l he model is found~d on four core concepts: ~larkct knowledge . market commitml'nt. 

commitment decisions and current activities. ~larket knmvlcdgc and commillmcnt 

are the most critical out of these four concepts. and hy making the assumption of 

incrementalism • the model predicts that the ba::.ic pattern or lirms intcrnation:.tli!.ation 

is 1) to start and continue to invest in just one or in a fC\\ neighbouring countries 

. rather than to invest in se\'cral countries simultaneously and (2)that the investments 

in a specific country arc carried out cautiously . sequentially and concurrently with 

the learning of the firms people operating in that marke. 

1.1.2 Kno\\ ledge management and Internationalization process. 

One implication of lacking foreign market knowledge suggested in internationalization 

theory according to (Johanson & Vahlne.l990) is that the foreign market penetration in 

a single market follows a path of increasing commitment from irregular export 

activities through exort by agents and licensing agreements to the more commitment 

intensive establishment of ~ales subsidiaries. joint ventures and O\ erseas production 

wuts. As experimental knowledge about particular markets accumulates, 

internationalization theory suggests that risk exposure is minimiL.cd and the firms do 

increase their resource commitment from low to high investment intensive foreign 

entry modes. 

Overtime . the organisation learns to carry out its operations with an increasing 

degree of efficiency. This processs is often thought of in the context of a learning 

curve and of an accumulation of knowledge and ski Its (fiole & Lyles, I 985. Lcvintbal. 
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1991 ). By doing more of the same the number of alternatives arc reduced over timl". as 

the organisation become$ more and more proficient at its current activities. 

procedures and technology. 

The Uppsala Model deals more or less cxclu!>i\ely with experimental learning. This is 

stated explicitly by the model builders in relation to their discussion of market 

kno,vledgc \\ hich emanates from personal experience and arises from their current 

activity (Johanson & Vahlne. 1977). Consequently, learning from other organisations. 

or searching and scanning for new information have no direct impact on how the firms 

internationalization bcha\ iour is modelled .In the model, learning has very much in 

common with the learning curve thinking. The more the organi7ation docs the same 

thing the more the knowledge it accumulates about the necessary technology and the 

better it will perfom1. Therefore. it will prefer to stick to a certain market I activity 

and Jearn more about that market rather than try new alternatives. The learning cun c 

perspective is also reflected in the wa) the concept of market committment is used in 

the model. Investment in current activities will increase the Cl)mmittment to other 

actors in the market and reduce the alternative uses of the committed resources . 

Important aspects of knowledge management include issues such as knowledge 

creation, acquisition and codification.design and development of knowledge 

managernent.measurement of knowledge management, techniques and methods of 

managjng knowledge and technological tools of knowledge management. 
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1.1.3 Ea~t African Bn.•" erics Ltd. 

Kenya has a nourishing beer inJu.stry producing high quality beer recognized 

imemationally. lbis has been made possible due to factors such as good climate for 

agro-production, a\'ailability of barley. aiTorJoblc labour, local , market and access to 

the regional markets hkc CO!\ti·.SA 2nd East African Community. Kenya's food and 

beverage processing industry comprises more than 1.200 businesses. Agro -

processing is the largest manufacturing sub-sector. 01e businesses range from small 

family O\\ned businesses listed on the f\airobi stock exchange and subsidiaries of 

foreign or multinational businesses. r.. tajor T\tullinationals ha\'c established operations 

in Kenya as foreign companies or as joint ventures \\ ith Kenyan sharchold ing to 

supply the domestic and neighboring markets. 

Beer industry in Kenya dates back to 1922 \\hen two brothers from England. George 

and Charles llurst. Started brc\\ ing beer in Kenya. The two formerly incorporated 

their business as a private company under the narm; of Kenya l3rcwerics Ltd. In 1929, 

the first malted barley beer was brewed and first batch delivered to New Stanley llotcl 

\\here it was opened with mixed reaction. In 1930, the first Jager beer was brewed and 

released into the market. By 1938 the company was recognized for il~ beer after it won 

the first brewing award in an international compctition.Kenya Breweries Ltd became a 

public Ltd company in 1934 after \ hich it incorporated Tanwnia Breweries and 

changed its name to East A.lrican Breweries Ltd making the first move into East 

African Market. 
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EABL has cxtcnsh c opcmtions "ithin the East African ConulUnity member state:; 

ha\'ing SC\Cral independent cntitic:-; manufhcturing beer. spirits. bottles and 

procco:;sing of harley namely: Kenya Bn.:\\Cries Ltd (80% O\vncrship), Uganda 

breweries Ltd (98% ownership), recent!) acljuircd Scrcngeti Breweries Lld (51% 

O\\ncrship). UDV (K) Ltd (54% O\\nership) - the business unit which handles spirits. 

OtJ1e1 subsidiaries include. Kenya Malting Ltd solely for barley fanning and malt 

processing and Central Glass \\hich dominates local glass packaging market. The 

company also sells its products to other regional countries such as Sudan. DR Congo, 

Rwanda .Burundi and Ethiopia. 

1.2 Statemen t of the problem 

In relation to iuternationali7ation . a number of studies have been underta"-cn on the 

macro economic and legal issues aflccting international trade. At a regional level, 

according to Oderbom(2003), there is a shortage of micro data on what dri,cs 

manufacturing exports in Africa and only recently has some data become available 

through World Banks regional Programme of Enterprise development . 'J hcsc studies 

have drawn heavily on two theories : The trade theory and firm leveltheorv. 

In Kenya. some of the studies conducted in the fidd of internationalization include a 

cntical analysis of Kenyas exports to neighbouring countries (Otim. 1974), a case 

study of Kenya in export marketing research for Africa (Musokc, 1981 ),research 011 

the prospects of export marketing in the Middle East for Kenyan exporter!' (Rajir, 

1982), a study on factors considered important by multinational firms when deciding 
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on the host country to invest in . using Kcnyn as a case study (~hanna. 1988). a study 

on the con:-;traints that face Kenyan linns exporting to the P.T.A. (Kcirc . 1 993) a study 

on export marketing using internet takiug the floriculture industry in Kenya us a case 

(Mulhuri. 2001 ). and a study on factors inllucncing the internationali;r..ation process of 

K··nyan fim1s in the plastic industry. a case study of firms in Nairobi (Waudo. 2005). 

It IS clear from the above studies that there is no particular study that looks at the link 

between knowledge management and intemationalisation particularly in the 

context of E.A.B.L. Additionally, complete analysis of knowlcgc impact on foreign 

expansion at it's difTcrent stages from the perspective of transaction cost theory has 

not been explored. Therefore, there exists a knowledge gap in this area . which the 

study seeks to address i.e specifically to find out the link between knowledge 

management and internationalization process.E.A.B. L has undertaken 

internationalization in difTerent ways across the region. Countries selected for direct 

investment arc varied while others are selected for export business. The degree of 

international involvement is also varied as is the time fran1e between one stage to 

another. ll was therefore useful to identify the role of knowledge management in the 

intemationalisation process. 

1.3 Research objecti\'cs 

The objectives of the study \\ere. 

i. To detem1ine the link bctv•een the knO\\ledge management and Internationalization 

process. 

u. To establish how the link boost the opemtional efficiency. 
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lA lmporhmcc of the Study 

The fmuings or this study ''ill otTer valuable insights not only to the management of 

EABL but abo to l'ther stakeholders. 1 he research findings will contribute to better 

understanding of the knowledge's role in the intcrnatiunali:~.ation process. The research 

will indicate what t) pes of information arc of greatest importance at subsequent stages 

of intcmationulization process hclp,ng lirms to operate on foreign markets .In 

particular. the following stakeholders stand to benefit from this study. 

Management of EABL will be able to develop a body of knowledge that is useful in 

e\aluating future decisions about foreign markets. The findings will also contribute 

to better understanding the role of kno•\'ledge at different stages of 

intemationali7.ation. 

The finding of the study will assist the Government in formulating regulations and 

policy guidelines to promote regional expansion 

Practitioners wi II benefit from the findings in developing benchmarks I guidelines on 

hO\\ to approach intemationalization process. 

Scholars. researchers and general academia shall use the findings to validate the 

relevance of U1c existing theory about the relationship between knowledge and the 

entry strategies and also the effect of knowledge management on operating 

perfom1ance. 
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CHAPTER T\VO: LITERATURE REVIE\V 

2.1 o, en ·icw of thcolics of Knowled ge and a learning organil:ttion 

Knowledge is defined by Oxford English Dictionary as (i) expertise aml skills 

acquired by a person through experience or education; the theoretical or pracllcal 

w1derstanding of a subject; (ii) what is known in a particular field or in total : facts 

and information; or (iii) To be absolutely certain or sure about 

something.Philosophical debates in general start with Plato's formulation of 

knowledge as "justified true belief'. There is however no single agreed definition of 

knowledge presently. nor any prospect of one, and there remain numerous competing 

theories. Knowledge acquisition involves complex cognitive processes: perception, 

learning, communication. association and reasoning. The tem1 k•1owledge is also used 

to mean the confident understanding of a subject with the abi lity to use it for a specific 

purpose if appropriate. 

2.1.1 Knowled ge management 

Knowledge management is the name of a concept in which an enterprise consciously 

and comprehensively gathers, organizes, shares, and analyzes its knowledge in terms 

of resources, documents, and people skills. According to Reinhardt, Bornemann, 

Pawlowsky &Schneider (2003), WiLIJ knowledge as one of the most important 

resources today management obviously should attempt to identify, generate, deploy, 

and develop knowledge. The concept of knowledge management and the degree to 

which its value is outpacing the tangitle assets of companies has become an issue of 
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concern for many orgnni:~ .. ations and managers.! Iuman capital is .;ccn us a company's 

totnl \\urkforce and its kJl(m ledge about the business. It is seen as crucial for 

marshaling the company's a:-. sets, both tangible and intangibll! (Reinhardt. ct al.. 2003 ). 

2.2 Learning organization 

The Learning Organization is seen as a response to an increasingly unpredictable and 

d)namJc business environment. llere are some definitions by key \Hiters: 

According to Sengc( I 990). learning organi1 .. ations arc; Organizations \\here p\!oplc 

continually expand their capacity to create the results they truly desire. where ne"'" and 

exprulSJ\e patterns of thinking arc nurtured. where collcctiYe aspiration is set free, and 

where people are continually learning to see the \\hole together.' We learn best from 

our experience, but we never directly experience the consequrnces of many of our 

most important decisions', Scngc ( 1990: 23). 

1l1e essence of organisational learning is the organization's ability to use the amaLing 

mental capacity of all its members to create the kind of processes that will improve its 

O\\n ( Dixon,1994).:\ learning company is an organisation that facilitates the learning 

of all its members and continually transforms itself ( Pcdlcr, Burgoyne & Boydell. 

1991 ). lor Scngc( 1990), real learning gets to the heart of "-\'hat it is to be human. We 

become able to re-create ourscl\cS. This applies to both individuals and organizations. 

Thus, for a 'learning organi:;.ation it is not enough to survive. , .. Survival learning·· or 

what is more often termed ·'adaptive learning'' is important - indeed it is necessary. 

But for a learning organization. "adaptive lcaming'' must be joined by "generative 
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learning··, learning that enhances our capacity to create' tScngc 1990:14). 1'hc 

dimension that distinguishc::; learning from more traditional organizations is the 

mastery of certain basic di. ciplines or ·component technologies·. 'I he li\ c that Scngc 

identities arc ~aid to he converging to innovate learning organi7ations arc: S) stems 

thinking. Personal mastery. t-.lcntal muddc;, Building shared 'ision and 'I cam 

lcaming.Hc adds to this recognition that people arc agents. able to act upon the 

structures and systems of ,,.hich they arc a part. All the disciplines arc. in this '"a). 

'concerned with a shifi of mind from seeing parts to seeing wholes, from seeing 

people as helpless reactors to seeing them as acti,·e participants in shaping their 

reality, from reacting to the present to creating the future' (Sengc 1990: 69). 

2.3 Role of knowledge in ioternationa lisation process. 

Access to infom1ation and gathering knowledge can diminish uncertainity and the 

transaction costs of coordination.ofier seeking. negotiation. regulation studying, price 

fixing, establishing protection.Thc more increases in international commitment, the 

greator is the uncertainity.Even if acquiring information about physically distant 

markets or specific information involved for example in foreign investment is costly, 

it remains potentially uncertainity reducing. The more accessible the information 

about the foreign market is, the lower the transactton cost of operating on it can be. 

Growing knowledge can also decrease the information asymmetr) which may cause 

disadvantages for enterprises operating on foreign markets. 
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2.3.1 Studies on the role of knon ledge in intcrnationalisation proccs~ . 

The role or knowledge in intcrnationalisation proCC!'S has been imcstigatcu in the 

literature from di tlcrcnt p~rspcctin:s. tost of the studies howe\ cr focused on some 

aspects of acquiring information and knov.tcdgc. for example they cxamincd:Prc-

export acti\ ities comprising information gathering (Wicdcrshcim .1 <J78). fhe role of 

the different types of knowledge. for istancc influence of experimental knowledge un 

the perceived co::;l of internationalization (Erickson.1997).Thc impact of organiz<.~tion 

learning on the probability of a subsidiary survival (Jiatao,l 995).The role of 

knowledge generated from operation on similar markets (Mitra &Golder, 

2002).1 eatures of entrepreneurs influencing perception of foreign markets and 

willingness to internationalise (Bilkey & Tesa 1977). 

2.3.2. E mpirical findings 

In their study on the role of information in the internationalization process. 

(Liesch & Knight, 1999) found that U1e internationalization process slatis while the 

enterprise acquires information about internationalization opportunity, which triggers 

further information gathering, knowJedge creation and reaching the stage of being 

inforn1ed about intcrnationalii'.ation. Along with ongoing information search its 

efficiency rises, the cntreprisc's cost of knowledge creation falls. Increasing 

international commitment becomes easier and firm reaches the stage of " embcdcd 

internationalization cuI ture". 

Empirical observations from a database of SwcJish-owned subsidiaries abroad. and 

aJso from a number of industry studies of S\\edish companies in international markets, 
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indicated that Swedish companies frcqucntl) began internationalizing \Vith adhoc 

exporting (Calson.1975). They would subsequently formalize their entries through 

deals v.:ith intcrmediaries,ofien agents who represented the focal companies in the 

foreign market. Usually. as sales grew. they replaced their agents with their own sales 

organization. and as grO\'vth continued they began manufacturing in the foreign market 

to overcome the trade barriers that \\ere still in place in the post World War II era. 

Another feature of the pattern was that internationalization frequently started in 

foreign markets that were close to the domestic market in tern1s of psychic distance. 

defined as factors that make it difficult to understand foreign environments. The 

companies would then gradually enter other markets that were further away in psychic 

distance terms (Johanson & Wieldersheim .1975). Coviello & Munro (1997) 

conducted empirical studies of the intemationalization of small software firms. They 

found that network relationships have an impact on foreign market selection as well as 

on the mode of entry in the context of ongoing network processes. 

A finn may create new knowledge through exchanges in its network of interconnected 

relationships. Knowledge creation is an outcome of the confrontation between 

producer knowledge and user knowledge. The process of creating knowledge is not 

separate from the other activities in business relationships; rather it is embedded in 

them. Kl1owledge docs not accrue only from the firm's own activities, but also from 

the activities of its partners. and since those partners also have other relationship 

partners v. ith whom their activities are coordinated, the focal fim1 is indirectly 

engaged in a knowledge creation process that extends far beyond its own horizon. 

Thus a network of business relationships provides a finn with an extended knowledge 
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base (kogul. 2000).111 their StUd} or l'Xperimental learning in the internationalization 

process. Erickson,.lohanson. I\lajkgard & Sharma ( 1997) found that lack of 

institutional market knowledge and lack of business kno\\ledgc require difTerent 

amounts of time to overcome, and have dissimilar efTcets on the perceived cost or 

internationalization. A lack of institutional market knm\lcdgc that is, lack of 

knowledge about language. laws, and rules has to do with factors related to ps} chc 

distance, and to the liability of foreignness. Lack of business market knowledge is 

related to a firm's business environment that. according to the business network vie''· 

consists of the firms with which it is doing business, or trying to do business, and the 

relationships between firms in this c-m·ironment. The lack of such market-specific 

business knowledge constitutes the liaoility of outsidership. 

It is clear from the views raised above, that empirical studies of U1c 

internationalization process demonstrate the central role of experimental learning in 

the process of internationalization. In addition, other important research streams have 

stressed learning mechanisms that are consistent with the UppsaJa model. For 

example, research on learning curves highlights learning based on experience, and is 

one of U1e fundamental sub-areas within the fieh.l of learning studies (Argote,1999). 

Nelson & Winter's ( 1982) evolutionary theory emphasizes routines developed through 

experience Utat result in behavioral continui ty . The concept of absorptive capacity 

developed by Cohen & levinthal ( 1990) is a another example. Like experiential 

learning, absorptive capacity means that knowledge development lends to be a 

cumulative process. 
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Gi\cn all the points mad.: abo\ c. \\C can conclud- that there is guod reason to retain 

experiential teaming as a basic mechanism in the business network vi..:w of the 

intcmatkmali?..ation process. 

2A Transaction cost theory·. 

Transaction cost theory tries to explain why companies exist, and \\ hy companies 

expand or source out activities to the cxtcmal environment. I he transaction cost 

theof) supposes that companies try to minimize the costs of exchanging resources 

with the environment, and that companies try to minimize the bureaucratic costs of 

exchanges within the company. According to Williamson ( 1981 ). a transaction t'ost 

occurs when a good or a sen icc is transferred across a technologically separable 

interface. Therefore. transaction costs arise every time a product or service is being 

transferred from one stage to another, where new sets of technological capabilities arc 

needed to make the product or service. The transaction costs related to the exchange of 

resources with the external environment could be reflected by the following factors. 

Environmental uncertainty. opportunism, risks. rationality and core company assets 

l11e factors abo\ e will aJI potentially increase the external transaction costs, where it 

may become rather expensive for a company to control these factors. Therefore, it may 

very well be more economic to maintain the acti\•ity in-house, so that the company 

will not usc resources on e.g. contracts with suppliers, meetings. supervision etc. 

There1ore, if companies sec the em ironmental unccrtaint) as high. they might choose 

to not outsource or exchange resources with the environment but reverse is true \\hen 

there is increased knowledge which reduces uncertainty. This f(mns the basis for the 
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link between knowledge management and operational cnicicncy. 

2.5 Conceptua l fra mew o t·k of the interaction b ctn c~n K nowledge :md 

internationa lization. 

Knowledge 

A B c 

Source: (Ca lson ,1975) 

A -IrreguJar exports 

B -Export via agent 

C- Establishment of Subsidiary to manage sales. 

D. Establishment of Production in the foreign country. 

D 
Intcmationaliza tion 

The pace of acquring information is growing as the finn increases its international 

commilmenl. At the very bcgining new information is obtained sporadically and the 

knowledge resources arc glowing slow!y. As the cntrcprisc gathers the "critical mass" 
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of J...no\\ ledge it can start international expansion. The pace of information acquiring 

will grow significantly as the finn operates on new market. enriches its experience and 

gains access to new sources of knowledge. increasing intcmational commitment will 

result in reaching the stage of "embedded intcmationlization culture".when the 

dynamics of infonnation gathering will slow down as the firm already posses 

significant knowledge resources influencing the transaction costs of running 

international business. 
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CHAP I"ER TIIIU:E: RESE.\RCII '1ETIIOOOLOGY 

3.1 Rc carch design 

This was a case study research . 'I his design is \'aluahle for an indcpth contextual 

anal) sis. Cooper & schindler~200J) asserts that cas\.! s tudies place more emphasis on a 

full contextual analysis of fC\\ events or conditions. An emphasis on detail pro\'idcd 

\a]uable insight for getting the link between knO\\ ledge management and 

internationalization process 

3.2 Data collection 

Data was collected from both primary and secondary sources. The secondary data 

was collected from the company's published annual reports and other reports detailing 

economic indicators for the countries under the scope. The primary data was 

collected through interviews. The inten iews \\ere based on an inten icw guide 

consisting of a series of open ended questions. This allowed the respondents to 

describe the facts and their assessments v. ithoul guiding their ans'' crs in any way. 

Nachmias & Nachmias ( 1996) held that personal interviews results in a higher 

response rate than mail questionnaires. Cooper & Fmony ( 1995) also stated that the 

greatest value of personal in ten icws lies in the depth and detail of information that 

can be secured \vhereas Parasuraman (1986) '"-lS of the view that personal intcrvic\\S 

have the potential of yielding the highest quality of data compared to other modes 

since supplementary infonnation may be obtained in the course of interview. lhe 

people interviewed ''ere as follows ; Jlead of Strateg) department . Strategy and 
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planing manager. Country manager Sudan. Country manager in ch~uge of Gre:tt Lakes 

region, Finnam:c Director in charge of EABL International business unit, ~ furkcting 

manager in charge of EAI3L international markets and Financial reporting & Planing 

manager for EABL international. 

3.3 Data analysis 

The data was summarised and analysed to the identified study themes namely the role 

of knowledge management in internationalilation process and the ciTcct of knowledge 

management on operational perfomtaacc .Data was anlyscd using content analysis 

method. According to Saunders:Il10mhill & lewis (2003). content analysis is used to 

analyse qualititive data where pattern of outcome arc predicted based on the 

theoretical propositions to explain expected findings. A conceptual framework had 

been developed and observed outcome of the study was matched against this 

framework. The tables were used to compare the stage of international ization against 

knowledge acquired, summarised the influence on the entry strategies by prevailing 

factors per country and also tabulated the findings on the knO\\lcdge management 

system. 

Il1e resu lts gathered during the research are by no means meant to be statistically 

representative. llowever. the findings will contribute to better understanding or the 

mechanism of ~nowledge management and using knowledge at diflcrcnt stages of the 

intemationali1..ation process. 
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C HAPTER 4: DATA A 'ALY I , RE ULTS AND DISC'l'SION 

l11is cl1.1ptcr focuses on the research findings on the link bct\\ecn the kno\\ lcdg~ 

management and the internationalization process and the cJlcct of this link on 

operating pcrlormancc. A total of nine Senior nMnagcrs \\ere targeted lor inh.:f\ icw. 

Two of them could not be reached sit;cc the) \\ere absent on lcm c at the lime of data 

collection. The SC\'Cn U1at were interviewed represented 80% or the target number. 

4.1 OrganiLation s tructure: 

East African Breweries operates on a very flat structure that has a distinct division for 

International markets headed by a managing director '" ho reports to the Group 

managing director. From the discussions during the interviews, it was clear that the 

role of the international division is to manage foreign markets that arc operated 

through exports until an onshore operation is set, '' hich is left to run independently 

headed by a managing director. 

Figure 1: Organization structure. 

I Group Managing Director I 

l 
.,. .,. 

l EABL- EABL-

1: GFD I c:Ji cuv I 
KEN UG EA 

EAIU. TZ 
IN"IIiRNATIONI\1 

• Canada, UK 

• Sudan 

• Rwanda 

21 • Huruntli 

• DRC Congo 

• Ethiopia 
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4.2 Awarcne s of role of kncm ledge 

It was \ ery clear from the study that all the managers arc a wan: of the role pia) cd b) 

knO\\lcdgc in the internationalization procc:-;s. In particular, the Stratcg) tcmn and the 

staff in the International division appreciates that knowledge plays a criticul rok in 

shaping the operations in the International markets. As fow1d out in the literature 

rcvie\\, the most practical knO\\lcdge is obtained through presence in the foreign 

markets. Knowledge obtained is specific to a particular market ami therefore may not 

necessarily be replicated in another market. 

4.3 Entry strategies and lntcmationalization process 

'This section will detail the modes of cperation for each country existing at the time of 

the stud} and the internationalization process followed since entry for each of the 

markets. 

Table 1: Summary profile of the foreign markets. 

Couull'y Uganda Tanzania Sudan DRC F3ururuli UK/ Ethiopia 

CanaJa 

Duration 15yrs and 15 yrs and 0-5 0-5)-rs 0-5 yrs 0-5 )'1'5 0-5)-I'S 

~ince above above years 

entry 

Modcof Mnnufac;turing rnnnulbduri Exports Exports Exports Exrort~ EX(lOrlS 

opcmtion en lily ngcntity through through through through through 

establi~hed cst.ablished. an agent agent agcnt.s ngenl'i. agcnl'>. 

Si.r.c 0\er 0\Cr Kes. Belo" BeiO\\ BelO\\ BciO\\ Below 

{Assets) Kes.lbn Ibn Kcs.l Kes.l Kes.l kcs. Kcs.l 

M tn Ill lm M 
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lherc appears to be a relationship bct\veen tltc duration ~incc entry. the mode of 

operation and the size in tcnns of Assets. The longer the duration. the enhanced is the 

stage of intcmationalization and the n ore the assets. Uganda and Tan:t .. ania which ha\e 

been in opcr.llion for more than fificen )Cars appears already have manufacturing 

entities already established while countries such as Sudan. ORC. Burundi. 

UK/Canada, and Ethiopia, which have been in existence for Jess than five years 

operates through agents. This is cons:stent with the study hy Carson ( 1975) which is 

covered in the literature review which found that Swedish companies frequent ly 

began internationalizing with adhoc exporting.They would subsequently formalize 

their entries through deals with intennediaries,oficn agents whC' represented the focal 

companies in the foreign market. Usually, as sales grew, they replaced their agents 

witl1 their own sales organization, and as growth continued they began manufacturing 

in the foreign market. 

Another observation from the study which is higlighted in the table above is the fact 

that the longer the duration since entry into a foreign market, the bigger the size of the 

operation in terms of assets.This observation appears to agree with study by 

(Johanson & Vahlne, 1990) which fow1d that the foreign market penetration in a single 

market follows a path of increasing commitment from irregular export activities 

through export by agents and licensing agreements to the more ,;ommitmcnt intensive 

establishment of sales subsidiaries, :md overseas production units.As experimental 

knov.Jedge about particular markets m~cumulates. intcrnationali:.-ation theory suggests 

that risk exposure is minimized and the firms increases their resource commitment 
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from low to high invc~tmenl. 

Table 2: lnternationalu.a tion process for the countries usin~ export model. 

Position 

Stage !.Domestic 

marketing. 

Stage2.Prc-export 

activity 

i 

StageJ.Cxpcrimental 

involvement. 

Stage 4: Active 

involvement. 

Activity 

The firm only 

sells to the local 

marJ..ct. 

rhcfirm 

undetakes 

feasibility and 

evaluates 

Countries 

folio\\ ing similar 

process. 

For stage I to 

stage 5 the 

countries this 

process is 

applicable 

include; Uganda, 

possibilit) of Tanzania, 

exporting. 

The finn start 

exporting on a 

limited basis to 

some 

psychologically 

close countries. 

The firm exports 

111 more close 

countries. Direct 

exports ,.,. ith sales 

revenue growing. 

Management 

constantly makes 

choices in 

Ethiopia, Sudan, 

DRC. 

and Burundi. 

The countries that 

fit 111 stage 6 

includes Canada 

and UK markets. 

24 

'I hcory/Study 

backing 

process. 

ravusgil (1980) 

the 



' 
Management 

I 

constantly makes 
' 

choices Ill 

allocating limited 

resources bet\\ ccn 

domestic market 

and foreign 

market. 

Stage6 Management I 

explores the 

feasibility of 

exporting to more 

pschologically 

distant companies. 

Source: Research data. 

l11e study further observed that there is more resource conm1itment in Tanzania and 

Uganda as compared to the rest of the countries. This was attributed attributed to the 

foliO\.\ing factors; 

Political stability: Uganda and Tanzunia has experienced more stability in the region as 

compared to the rest of the countries and therefore making the business environment 

conducive \\.hich boosts the management confidence while commiting rccsources. 

Competition landscape: Unlike Great bke region where the alcohol industry is largely 

dominated by other hcer multinational companies like 1 Icinken. East African region 

has "" itnessed low competition and therefore making the markets more attractive to 

commit more resources. 
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Stze o~· the market: ln terms ofGDP Tanzania and Uganda ate much bigger economics 

compared to other cou ntries v.hich therefore means d iSJX>sablc incomes arc higher and 

therefore justifying m ore resource commitlmcnt. Thl! decisions tu increase the 

resources commitment in :;ome countries as opposctl to others is one clear way o f the 

link between knO\\ lctlge management and internationalisation process. The more the 

knowledge about a market U1e more the confidence and therefore the higher the 

resources committed. This observation is consistent to the fo llowing model on the 

connection between knowledge management and resource commitment in a foreign 

market. 

Figure 2. The iotcrnationalisatioo process of a firm 

State Aspects 

Change Aspects 

Market 
Knowledge 

Market 
commitment 
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Source (Johanson & Vahl nc. 1977) 

4A Knowledge management and lntcrnatiomalization process. 

111c study noted that the capabilities to manage knowledge nrl! crucial both in 

compl) ing with certain regulations and laws in a country and also determining the 

extent of inlcmationaliL.ation. Some of the aspects of knO\\Icdgc management that 

were found to impact on the internationalization process were as follows. 

4.4.1 M anagement of Market information 

The study noted that the fit between marketing knowledge management and the 

commercial strategies adapted greatly influence the extent of internationalization. The 

selection of promotional messages and marketing campaigns is selected so carefully to 

resonate well with the local population. For instance in Sudan where we have both 

M uslim and Christian religion, the company is careful not to rw1 promotional 

campaigns in areas dominated by Muslims. Another marketing t>spect of knowledge 

management noted is usc of communication media for advertisement. In Rwanda for 

instance, U1c common media used is rad io whi le in Ethiopia, the company uses TV. 

The managers intervicv.·ed could however not clearly demonstrate the relationship 

between ilie amount of marketing knowledge held and business volume. Similar 

observation had been made by (Tseng, Tansuhaj, Hallan & Mccullough, 2007) in their 

study when they noted that the relationship between marketing knO\\ledgc 

management and extent of internationalization was U shaped indicating that excessive 

usc of marketing resources may trigger adverse response from the host country. 
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4.4.2 Gathering or· creation of Kno" led ge about the foreign markets 

·nte stud) noted that the company gatncrs a lot of knowledge about a foreign "hich is 

used in determining the mode of entry into a market. 1l1e methods in use for creation 

of knowledge markets usc project management concepts with Group Managing 

d1rector being the main sponsor to ensure top le\el support. All infonnation gathered 

is analyzed and evaluated for usc in guiding the decisions. From the interviews hciJ 

the notable knowledge gaps that the company seeks to fill before entry include the 

following; 

Economic conditions of a country 

~1 he company will seek to establish factors such as level of disposable income, 

propensity of people to spend, interest rates, exchange rates, inflation rates, trends in 

growth of GDP and availability of credit. ·n1ese factors arc considered critical for a 

business and especially considering a lcoholic products arc considered luxurious, 

availability of income and propensity to spend greatly determines the pace of 

internationalization. The study noted that knowledge about economic status of a 

country informs different business plaiis adapted for instance in the case for Ethiopia 

which is considered to have higher economic status, the firm exports higher premium 

spirits products, while in all other regional markets, the company exports beer 

products which matches low economic status. 

Political conditions in a country 

Of critical consideration before entry into a market is political stability since no 
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investor would be wi Uing to im est in an unstable atmosphere. rhc stud) obserYcd that 

key political factors that are considered include :existence of political ideologies that 

may affect business, strong nationalism as emotional force. adequate goYcrnmcnt 

protection and its personnel and government ownership of businesses. The table bclov.­

summarizes bow the kno'' ledge about diiTercnt political situations in the region has 

led to different leYels of internationalization. 

Table 3. Political conditions and entry strategies 

Political situations 

Political s tability over 

the last 15 years. 

Strong state led economy 

Strong nationalism 

Country 

Tanzania and Uganda 

Ethiopia 

Sudan 

29 

Company response 

Continuous increase 111 

resource commitment to 

a point of having onshore 

production entities. 

Despite the political 

stability over the years, 

the entry strategy remain 

exports through an agent. 

The company is 

considering changing 

packaging of some of the 

products in a manner that 

Sudan people will 

identify with. There arc 



some segments of the 

market that arc 

uncomltlrtablc with 

products simply because 

the) b\!ar Kenyan nam\!. 

Social I cultural factors 

The study noted that social I cultural factors are considered as significant in 

establishing the market potential and also while formulating communication plans. 

Some of the factors which fall under this include; religion affiliations, lifcst) lc. 

education or literacy levels, common languages in use and family set ups. 

Management of knowledge about social cultural factors manifests itself in business 

strategies as tabulated below. 

Table -t Social f~tctors and business response 

Social factors Counlry Business response 

----Religion affiliation Sudru1 The company has 

concentrated its business 

in south Sudan \\hich is 

dominated by Christians. 

It has no presence 111 

North Sudan \>vhcre the 

dominant religion IS 
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Islamic. Islamic teachings 

prohibit consumption of 

alcohol. 

Language Rwanda -
The company uses local 

language in its marketing 

c~mmunications in some 

part of Rwanda where 

litemcy levels is low. 

lifestyle Ethiopia The country is considered 

to have a sizeable amuenl 

population and as a result. 

good market for premium 

products. 

Legal factors 

From the interviews conducted, it was \Cry clear that the company plays emphasis on 

the ex isting legal framework of a country witJ1 a view to evaluate case of compl iance 

or otherwise. The study noted that lega l issues which are considered important 

include; legal complexity of a country due to many sources of law such as customary 

law. constitution. national laws and treaties. lack of industry regulations and price~ 

currency controls. The study noted that there arc no exceptional legal factors inhibiting 

trade in the regional countries. l lowever in lhc Canada market, there arc more 
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restrictions on sale and advertisement o f alcohol and therefore to manage the 

compliance costs the company is selling only one brand in that market. 

Pby ical factors 

The study noted that knO\\ ledge about physical factors in a country great!) c.lctcm1inc 

the intemationali1.alion stralcg)'. Kc) consideration in this bracket include. climatic 

conditions. location of a countr), trade relationships of a country with its neighbours 

and infrastructural development considering the manufacturing business is capital 

intensive. Management of Knowledge about physical factors was clearly demonstrated 

by entry strategies in Ethiopia and Sudan as summari.tcd in the table below. 

Table 5. Physical factors and intcrnationalizMion 

Country Physical factor Internationalization 

process 

Ethiopia The long route from To save on transport 

Kenya costs, the company has 

made arrangement such 

that imported brands an: 

shipped directly to 

Eth iopia from Europe 

where they are sourced. 

Sudan Poor infrastructure Despite the huge market 

potential although largely 

depcnd ~nt on political 
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stabilit), lhc company has 

phased its entry process 

into Sudan m 3 tiers 

hii1gcd on infrastructural 

development. The tiers 

arc as follows; 

Tier I: Export model 

Tier 2: Green field 

operation. 

Tier 3: Expansion. 

The present status is 

export model. 

It was notable that the knowledge gaps discussed above as having influence on the 

internationalization process is in agreement with the existing theory. Pearce & 

Robinson (199 1) referred to external factors as environmental factors and defined 
them as factors originating and usually beyond any lim1's operating situation. 

Accordingly, Pearce & Robinson (1991 ), Garland & Farmer ( 1986), Ball & 
McCulloch (1993) held that external factors to be considered as having influence on 
business strategy whether local or international include; economic, physical, political, 

legal, social-cultural and labour forces. 
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4.4.3 Other kno" led ge management issu es and the lntcrnationaliiation process 

ll1is section looks at other aspects of knowledge management and their dTccts on 

intemationalintion process as observed during the study. This is summarized in the 

table below. 

Table 6. Other knowled ge management issues and iotcrnatiomalization 

K oo\\ ledge management issue F indings 

Knowledge exposure 

Knowledge storing 

The stud) noted the company puts 

efforts m availing the knO\\ ledge 

gathered to all relevant stakeholders. For 

instance monthl) reports generated by an 

outsourced agent on cconolruc and 

political development is circulated to all 

staff in the international business 

division through e-mails. Relevant 

newspaper articles arc also scanned and 

circulated through c-mails and posted to 

notice boards. 

1 he study observed tll"at any knowledge 

gathered about foreign markets is stored 

I in boU1 physical files and computer files. 
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llowcver. U1erc is no structun.:d way of 

, storing this knowkdge in a manner that 

IS distinct from storage of other 

infonnation. 
----------------+-----Knowledge transfer The study obsen·cd that knowledge is 

embedded on teams and individuals as 

well. This has been made possible 

through regular operation meetings 

where country managers arc tasked to 

briefthc meetings on happenings in their 

respective markets. 

Knowledge exchange/ dissemination The study noted that wiU1 use of e-mails 

and teleconferencing facilities, there is a 

lot of knowledge exchange taking place 
I 

between the teams based in Nairobi and 

the teams in the respective countries. 

Regular team meetings are held to 

discuss operational activities. 

-Utilizing knowledge It was evident from the study iliat the 

company puts to use the knowledge 

gathered in its decisions making process. 

For instance during the annual planning 
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cycle. the process begins by analyJ"jng 

the strategic conditions prc\·ailing in 

each country using Pl.SI I·:I . analysis. 

The findings infonn the company on its 

! choices and resource allocation 111 its 

planning process. 

The study observed that the company 

has not developed proper ways of 

integrating the knowledge possessed 

about the different markets. Knowledge 

is handled in silos maru1er i.e. too market 

specific. 

Organi~tion memory. This relates to everything 111 the 

organization that 1s retrievable for 

instance what people know about 

customers, products, processes, past 

mistakes and successes. The study noted 

that the company stores such knowledge 

m physical records such as reports, 

operating manuals and computer files. 

The company regularly refers to this 

stored information when evaluating 
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performance in ~pcdftc markets. Such 

kno,.,.lcdge is pcrc..:ivcd as strategic asset 

\'vhich is key as tLc company dri'vcs it!i 

intcmationalization agcnda in a highly 

competitive region. During the study. the 

majority of respondents (90%) noted that 

although there is clTort to document 

learning. not everything is stored and 

much of the knowledge is retained by 

individuals. 

4.4 knowledge management and operational efficiency 

There are many ways used to evaluate U1e operating performance of an enterprise, 

for instance Van de Yen & Ferry ( I 980) argued that the traditional financial measures 

of perfonnance are most frequently used to ind icate the eiTectiveness of an 

organization In this regard the effect of knowledge management on operational 

efficiency was considered in terms of efTect on saving costs, increasing revenues and 

improving customer experience. The stud y found that among the advantages of 

knov .. ledge management were; ( I) shorten ed delivery times for both the finished 

products and raw materials, (2) reduced time spent on information searching as a 

result of proper knowledge storing processes, (3) More flexible production based on 
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rate of sales in the market and products preference, information which is shared by the 

sales team on the ground and (4) smoother coordination anJ integration of tasks 

across the value chain ranging from order processing. production. loading, delivery. 

storage and distribution to the final consumers. Other aspects found to gain from 

knowledge management included the following: 

4.4.1 Growth in customer satisfaction 

The study noted that the finn conducts regular customer in ten iews to assess their 

l.evel of satisfaction. It was noted that through knowledge sharing, the customers nrc 

able to appreciate the products which boosts their satisfaction. Decisions such as price 

changes, discounts, introduction of new products are communicated to customers 

promptly and therefore improving the relationship. 

4.4.2 Improvement in product quality 

The study observed that the firm gets regular feedback on how the products arc 

perceived in the markets as compared with the competitor prodw;ts. This information 

is relayed by the country managers to the head office \.\hich helps in maintaining and 

enhancing product quality. 

4.4.3 Better production technology 

The stud) noted that the company has been changing the production methods from 

time to time with a view to enhance efficiency and also boost production capacity. The 

interviewees held that kno\.\.lcdgc transfer has made it possible to improve on the 

production efficiencies which save costs. Company engineers have visited other large 

breweries in the world to learn the best practices. The effect of reduced cos t of 
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production assists in intemationalization since the company is able to set C{)mpctithc 

penetrative prices for its products. 

4.4.4 Customer knowledge 

The study noted that the company captures customer profile in tcm1s of voluml! of 

business. brand mix, frequency of orders \\hich in overall determines customer 

profitability. The company exploits tlus knowledge while setting the criteria for 

incentive activities and trade spend. Such a criteria guarantees the best returns out of 

such investments. 

4.4.5 Knowledge in people 

The study noted that there is a people focused programme that aims to continually 

increase the \\Orkforcc skills through personal and team development. There arc 

training progranunes targeted to different groups based on the training needs identified 

at the time of performance evaluation. ln addition to that, the company reimburses fees 

incurred by members of staff pursuing both professional courses and post graduate 

courses. Such initiatives help in maintaining highly motivated work force that improve 

productivity and hence better performance for the company. This finding agrees with 

other previous empirical finding by (Lipshitz, Popper, & Oz, 1996) who held that 

organization's knowledge management system can act as an organizational learning 

mechanism to support employee action to close performance gaps and allow the 

organization to reach its desired performance outcomes. 

4.4.6. Knon ledge in relationships 
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Apart from customers mentioned above. the study found Utat the comptmy creates 

forums and her mechanisms to ha\e closer relationships with suppliers, sen icc 

proYiders and other partners for instance the company runs an annual supplier 

conference whereby all the suppliers come together to deliberate on matters of mutual 

interests. 

4.4. 7 .Continuous improvement 

The study found that the company embraces continuous improvement 111 its 

operations. For instance the study noted that the company has t\\0 selling points for 

Rwanda and Sudan Markets i.e. Nairobi and Kampala. This gives flexibility to 

customers to pick the products at the point of their convenience. Some of the 

merchants also engage in other non alcoholic items sourced from other places and 

therefore different purchase points assist in ensuring uninterrupted supply. 1 he study 

also noted that the company continues to introduce more brand categories to widen 

selection list. For instance the company ventured iJllO wine products, non a lcoholic 

brands e.g. Alvaro \vith a view to give U1e customers flexibility in their choice. fhese 

changes are made possible through the consumer preference studies commissioned 

from time to time. This concept of kno\'.,lcdge management and continuous 

impro\ement is consistent with findings of (Foil & lyles, 1985) who held that learning 

develops insights, knowledge and associations between past actions, the effectiveness 

of those actions and future actions. 
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CHAPTER 5: SUMl\1ARY,CO~CLUSION AND 

RECOMME~DATIO~S 

This chapter presents the conclusions and recommendations in line with the uhJcctJ\Cs 

of the study. from the literature review, it was obsen ed that knO\\-lcdgc plays a 

critical role in breaking uncertainties about foreign markets v.hich in turn helps the 

firms in decision making on incrcasmg resource commitments in those markets. 

5.1 Conclusion 

This study was motivated by the desire to Jearn more about the role of knO\\Icdge in 

internationalization process and also to assess the effect of knowledge management on 

the operating efficiency. Knowledge is a strategic asset of the firm and its key to its 

competitive viability and success of the internationalization process. Employees 

acquire knowledge to make decisionc; and influence others in the finn in order to 

improve on performance. 

~1 he knowledge management system enables the transfer and storing of knowledge to 

assist employees in their work activities. fhe sharing of information supports learning 

and acquiring experiences which help in making the right choices for the foreign 

markets and also enables continuous improvement efforts. As suggested by Popper & 

lipshitz (1998), learning is more likely when all members of the organization arc 

conti11ually engaged in lcaming, helping others to learn and sharing their learning \\ith 
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others. The presence of this atmosphere at E..'lst Africa Brev.cncs Ltd has helped 

shape its intcrnationaliz.ation process. Knowledge about various factors anti their 

influence on the business detcm1ines the entry strategies or the operating model in the 

foreign markets as summarized below. 

Political conditions in a country influence the level of resource commitment. 

economic status infiucncc the business strategy adopted for instance a high performing 

economy will be good for premium products, social factors such as religion, lifestyle. 

language, help in determining the decisions such as areas of distribution, products mix 

and price decisions and marketing communications choices \\hilc Physical factors in 

country for instance infrastructural development influences the entry strategy in a 

country. Based on the various discussions above, the findings suggest that employees 

in the fim1 have learnt more and grown themseh es through knowledge management. 

The findings further suggest that knowledge management in the firm has a positive 

effect on the operating performance. 

5.2 Recommendations 

The study makes recommendations aimed at management of EABL. Government and 

other firms with intentions of expanding to international markets. 

1. Individual learning should be transferred to organi7.ational learning to become 

embedded in the organi.tation's memory and irs structure. The reliance on employees' 

memories to retain, retrieve and apply organizational experiences is vulnerable to staff 

turnover anti downsi.ling. As noted by (Ieavy, 199R). organi1ations have the 
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capacity to store and mobilize knov.ledgc and preserve certain behaviors in the face of 

leadership changes and perso1mel turnover. 

ii. The company should formulate documents linfom1ation retention policy to spell out 

the duration of keeping vital doctunents and also to standardize methods of 

maintenance and retrieval of infonnation for case of access, fur instance the firm 

should consider implementing database systems to manage information e.g. electronic 

filling, document archive systems and knowledge sharing systems. This will give rise 

active memory which is more relevant to organi7ation learning as suggested by (Kim, 

1993) as opposed to static memor} (physical records such the reports, operating 

manuals, and computer files). 

m. It is important for any firm expanding to international markets to carry out thorough 

studies before commencing operations. Businesses operate in different models and 

therefore different factors wiJI affect businesses differently. It is not enough to commit 

resources in a foreign market simply because other players have excelled. 

tv. Considering the critical role that the knowledge plays in internationalization, the 

government should consider setting up a central bureau where information on status of 

key factors that impact on businesses is posted particularly for the emerging markets. 

This will help in subsidizing the rather expensive infom1ation gathering activities and 

let the entrepreneurs concentrate on the core commc1 cia I acti\'ities of 

internationalization. 
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v. The go\'emmcnt also through the export promotion council should play a more acti,·c 

role in providing information about the foreign market opportunities. The government 

should also prO\ ide incenliYes to fim1s wishing to engage in inlermllionali:tation. The 

incentives should be targeted towards developing management capabilities, research 

and development activities and participation in trade exhibitions. 

5.3 Limitations of the s tudy 

The study had a few limitations ,,-hich included the amount of time managers of the 

firm had for the study. Given interviews were targeted at senior management. some of 

the managers interviewed did not have much time to respond to the questions and ga\e 

short answers. Confidentiality was another challenge which made it difficult to study 

the influence of shareholders on the internationalization process. 

The stud) did not measure the degree of significance of each of the factors influencing 

the internationalization process. The study only looked at the role of knowledge about 

those factors but did not look at how significant the fac tors were in influencing 

international i 1..ation. 

5.4 Area of further research 

Following the limitations highlighted above, one area can be looked at. that is a cross 

industry stud)' of the firms with a wide san1ple size that will analyse the degree of 
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significance for each of the factors tdentified whose knowledge will influence the 

intemationali7ation process. 
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APPENDIX 1: COVER LETTER 

AMOS M.MBURU 

UNNERSITY OF NAIROBI, 
SCHOOL OF BUSINESS. 
P.O. BOX 30197 GPO 

NAIROBI, KENYA. 

Dear Respondent, 

I am carrying out a case study on the role of knowledge in inlernalionalization 

process at East African Breweries Ltd. Data collection will n1ainly be done 

through interviews. This is in partial fulfillment of the requirement for the 

Degree of Masters in Business Administration at the University of Nairobi. 

The results of lhis study will be useful to the management since it will avail 

valuable insights on the connection between Knowledge management and the 

Internationalization process and also the relationship between U1is link and 

the operational efficiency. 

This is an acaden1ic research and confidentiality is striclly adhered lo, your 

name will not appear anywhere in the report. I'll be glad for your gesture to 

grant me an appointment for a few minutes interview. 

Thanking you, 

Yours truly, 

AmosMburu Supervisor: 

Or. J .Yabbs. 
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Appendix H: INTERVIEW GU IDE 

This study is a requirement for partial fulfillment of the Degree of Masters in Business 

Administration at the University of Nairobi. The purpose of this research is to 

imestigate the knowledge management b) EABL in its internationalization process. 

This is an academic research and all the information collected Y.ill be treated \\ilh 

utmost confidentiality. 

SECTION A: DEi\10 GRAPlllC QUESTIO~S 

1. Position held in the organization: ........................................................... . 

2. Departn1ent: .............................................. . ........................................ . 

3. What is your highest level of education ................................................ . 

4. How long have you worked for the organization (Years) ............................. . 

SECTION B: KEY ISSUES: 

l. Does knowledge about a foreign market play any part in lnternationali/.ation 

determining entry strategies? Please explain. 

················ ························································ ··························· 

............................ ...............
....... 0 •• ••••••••••••••••••••• ... . ....................... . 
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··············· ·············································································· ······ 

• • 
0 

• • 
0 
•••••••••••••• 

0 ••••• 0 •••• 0 ••••••• ••••• 0 0 •••••• 0 ••• 0 ••• 0 ••• 0 •••••• 0 0 •••••• 0 0 •• 0 0 ••••• • •• •• •••• 

2. What knowledge gaps are important to close before considering venturing into foreign 

markets? 

oo • • ·· ······••o•oooooooooooooooooooooooooooooo ooooooo••••································ ·· · ··· ··· · 

······ ···· · ····••ooooooo ·········· · ···········••oo ················••o• • •··· ooooooooooooo•••·· · ····· 

• • • · · ········•••••oooooo •••o•••••••••••o•••oooooooooooooooooooooooooooooooo .•..•.....••.•••.••••••.•.• 

..• • • •····••••· •···••••· ...•..•..•...•••••.....••.• ··•••••o••····················•o•••••••••••••••o••• 

· • • ••• •••·•·••· ••··••••• ········•·oooooooooooooooooooooo•••················•ooo•••··········· 

3. How does EABL gather this kJ.lO\\ ledge? 

... Generally, there exist five entry modes for a fi1111 to operate in a foreign market; Make 

irregular exports, Make regular exports through an agent, Establish a subsidiary that 

imports and sells in the foreign country. partnership with local entities either through 

joint ventures or under license, establish a manufacturing entity. What mode of entry is 

in place for each of the six countries that EADL is currently operating? 

• Tanzania ...................................... . ......... . 
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• Uganda .................. . ............................. .. 

• Sudan .................................................. . 

• R'-''allda .................................................. . 

• Burundi ............................. . ..... ......... . ..... . 

• Democratic Republic of Congo ................................ . 

5. Fur each of the six countries, what is the duration (year::;) sim.:c enll y into the market. 

• Tanzania ................................................ . 

• Uganda ................................................. . 

• Sudan .................................................. . 

• Rwanda ....... ........................................... . 

• Burundi. ................................................. . 

• Democratic Republic of Congo ........ ... ........... .. 

6. In your opinion, what factors have contributed to the different Jc,·cls of 

internationalization as identified in question 4 above? 
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1. Is there any pattern follov.ed in changing the status of the operating modes in lhl! 

foreign markets and how does knowledge impact on this? 

...... ...
. .........

.........
.... 

0 •••••••••••••• 0 •••• 0 •••••••••• 0 •••••• 0 ••••••••••••••••• 0 ••••••••••••• 

• • • • • .. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 0 •••••••••••• 0 ••••••••••• 0 ••• 0 •••••• 0 •••••••••••• 0 •••••• 

... . ... . . . . ······ ········· ·········· ·········· ..... ... ...... ...... .........
........ ··············· 

•• • •••••• •• •• 
0 
•••••••••••••• 0 0 ••• 0 0 ••• 0 •••••••••••••••• 0 0 •••••••••••• 0 0. 0 0. 0 •• 0 •••• 0 •••• 0 •••••••••• 

... ... . . .. .. ············ ·· · ·········· ... ····················································
········ 

S. How is the knowledge acquired managed to ensure it adds valu~ 111 

internationalization process? 

.........
.........

. .. 0 •• 0 •• 0 ••• 0 •• •••••••• • 0 ••••••••••••••••••••••••••••• 0 ••••••• 0 ••••••••••••• 0 
•••••• 

·· ···· ... ······ ····················································
································ 

....... .. ........ ····························································
······ ................. . 

• • • - .... . ... 0 . ....... .... . 0 ••••••••• 0 •••••••••••••• 

....... ·····················································
······················ .............. . 

..... .. ............ .. .......... ... ... ................. ........... ...... ... ........ ............... .. . 

.... .... .................. ..... ..... ... ................................................................
. . 

9. In your view, what are the challenges of optimizing knowledge management in the 

international ization process at EABL? 

... ·················································•••o••••••••••o•••••········· 00000000&000000000 

..........
......... 

0 ••• 0 ••••••••• 0 •••• 0 • 0 0 •••• 0. 0 .... 0 0 .........
.........

.. 0 •• 0 ....... . 0 ••••••••••••••••• 

• • • .. • • • • • • • • • • • • • • • • • • 0 •• 0. 0 0 •• • 0 .... 0 •••••••••••• • • 0 •••• 0 .........
.... 0 ••••••••••••••••••• 0 •••••••••• 

• • • • • • • • • • • • • 0 ••••••• 0 •• 0. 0 0 ••• • ••• 0 •••••• 0 ••• 0 ••••••• 0 •••• 0 ••••••••••••••• 0 ..... 0 0 •••••• 0 ....
...... . 

• • • • • • • • • • • • • 0 ...... ... ........ . ..........
. 0 . 0 •••••••• 0 ........ .

. ........
.........

.. .........
....... . 
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10. llow does the link bct\\Ccn Knowledge management and lnternationali7_.ation process 

a1Tect the operational efficiency/transaction costs? 

11. In your view, which cost types sta1d a chance of being optimit,ed with better 

knowledge management? Please least at-least two and explain. 

1 2. Is there a structured design for knowledge development and management for 

internationalization process in place? 

13. \Vith regard to sharing knowledge about tin: different markets, kindly explain how the 
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following aspects arc handled. 

• I<no" ledge storing 

......................................................... ............... ... ............ 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
• Knowledge distribution 

............................................. .. ......................................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

• Knowledge C.\posurc 

................................ ............ ......... ........................... .. ... ... .......... .. ... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
• Kno" ledge transfer 

...................................................................... ................ ' .. .. . . 

.. . . .. . . . . . . . . . . . ' .................................................. ............. ..................... .. . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . 

56 



.. .................................................................. .... ................ 
• Kno" ledge e:\.changc 

...................................................................................................... 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
• Management of Maa·kcting information 

.......... .. ............... ............... .. ........................................ ..................... 

Thank you for your time and cooperation. 
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