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ABSTRACT

The firms in Kenyan beer industry compete in marigtvarious brands of locally
produced beer. Beer market growth is flat due tmemic hardships that have continued
to affect beer industry, coupled with high taxesf sompetition from other beverage sub
sectors and low consumer spending. There is no krstudy in Kenya which has ever
been done on the Competitive strategies adopteoeby brewing firms in Kenya. This
study sought to fill this gap in knowledge by ansng the question: what are the
competitive challenges facing beer brewing firms$fe Pproposed study adopted a cross
sectional survey research design. The target popualéor the study was the managerial
staff working in marketing departments in beer 8rithis study collected primary data
using semi-structured questionnaires. The closetbcmuestions were used to collect
guantitative data while the open ended will usedditect the qualitative data. The filed
guestionnaires was checked for completeness, editdccoded to facilitate entry into a
computer for analysis. The entered data was andlygmg descriptive statistics such as
the mean and standard deviation. This was achibydtie use of a computer software
tool to generate quantitative reports through tatiams, percentages, and measures of
central tendency. The study found that heavy thstional costs, increasing advertising
cost, many brands in the market, heavy costs afymtton, low market penetration, old
machinery of production, low profits, fear of chandgact that their brands are unknown,
lowering of prices by other firms, heavy legislatidow market share, low sales were
challenges that beer companies were facing in rtiagkéheir products. The study also
found that the beer firms were using cost leadprsbffensive strategies, defensive

strategies and collusive strategies as compestiagegies to a great extent.



CHAPTER ONE

INTRODUCTION

This chapter presents a proposed survey of sttateghagement practices to cope with
competition among firms in the brewing industryKenya. The chapter entails a back
ground discussion of strategic management and citmpeadvantage, statement of the

problem, objectives, research questions and impoetaf the study.

1.1 Background of the Study

The evolution of strategic thinking and the mowenirstrategic planning to more of an
emphasis on strategic management has contributethetoheterogeneous nature of
strategic thought. For example, the strategy pt¢es been criticised by researchers
such as Stacey (2003), in that rational analysistaimking tends to dominate the process
at the expense of creativity and innovation. ThH®nal approach to strategy is based on
implicit assumptions concerning predictability, ree@ability and control in business.
Although the relevant literature shows a continuiigbetween rational and generative
or more expansive strategic planning, it is receegithat elements of each approach are
present in many organizations strategic procesedsti@at each such element has an
important role to play. Thus, although rationalrieng is sometimes seen as narrow and
inward looking, it has a place in the design angl@mentation of strategy (David

Pollard & Sabine Hotho 2006).

The external business environment and industryciires are prone to a high degree of
change. Globalisation, demographic changes, changsscial structure and economic-

related activities has changed dramatically inghst decade and this level of change is
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set to continue. Added to these trends are thelgmsbassociated with producing or
delivering services into an increasingly complexrketplace (David Pollard & Sabine
Hotho 2006). Such notions of accelerating changeé imcreasing complexity have
resulted in increasingly skeptical comment on thpprapriateness of the rational
approach to strategy (Stacey 2003). It is ofteruedgthat in the face of increasing
organisational dynamics and complexities, the nafi@pproach is limiting as it remains
more focused on the present and past successesashdue to constant changes being
experienced in the business environment, what biasesded in the past and what
succeeds at the present may not be appropriatedduture.

Miller (1998) argues that a general strategic mansnt perspective requires that all risk
factors exposing the firm be considered, such asjpetition, sourcing, customers,
demand conditions, etc. The risk management perspeshould be extended well
beyond a focus on foreign exchange and other prgies in the financial markets.
Furthermore, it can be important to improve risknagement capabilities relating to firm
specific strategic exposures because many stakaisoldre unable to diversify
investments that are geared specifically to catethe firm, e.g., buyer and supplier
relationships, business partnerships, managemenemployment contracts, etc. (Miller,

1998).

Since competitive exposures often require strateggponses that are unique to the firm
there is a limit to how far traded financial detivas can accomplish this task. Financial
derivatives exist for many fairly standardized duashce tradable asset classes, but do not
extend to firm specific competitive factors inclagi environmental contingencies in

technology, sourcing, distribution, etc. To dealhathese risk factors, a firm may try to



invest in the creation of real options that caname the firm’s ability to respond to
competitive risk exposures. Hence, strategic riskhagement can be extended to include
a real options perspective where firms are abtietelop opportunities and claims on the
future that can be evaluated based of assumptiboatahe underlying risk factors

(Leiblein, 2003).

1.1.1 Competitive Sstrategies

A competitive strategy, from a business level pecsipe, is the achievement of
competitive advantage by a business unit in itsiqdar market (Johnson, Scholes &
Wittington, 2006). Sidorowicz (2007) views compet strategies as more skill-based
and involving strategic thinking, innovation, exgon, critical thinking, positioning and

the art of warfare. MacMillan (1983) defined strateinitiative as the ability to capture

control of strategic behaviour in the industrieswhich a firm competes. Strategy is
about ensuring the survival and prosperity of anfifGrant, 2005) by implementing

strategies to fulfill stakeholder expectations mumcertain future. Firms that engage in
strategic planning and have appropriately desigmed applied competitive strategies
tend to have higher performance than those thabtlocCompetitive strategies can lead to
high organisational performance, customer satigfacand increased competitiveness in

the face of other rival businesses

These strategies are; Cost Leadership strategyewdnerompany aims to out-price its
competitors by reducing overheads or the fixedscassociated with manufacture and
distribution. It requires a focus on the efficienafyproduction lines and economies of

scale. Differentiation strategy is employed whergque attributes of a product or



service is highlighted relative to similar alteimas presented by the competition. It
allows a higher price to be charged or a greatdityako command customer loyalty
market. Offensive strategies involve strategic nsotleat improve the firm's position
relative to that of rival firms in the industry. &essful offensive strategy are almost
always a source of a competitive advantage bedéayeare moves intended to yield a
cost leadership position, differentiation advantagw provide the best value

product/service to industry consumers (Grant, 2005)

Defensive strategies are those moves that redwcealhity of rival firm strategies to
threaten the firm's competitive strength or orgamanal resources. Their intended
purpose is to defend an industry position, protechpetitive resources from imitation,
and sustain an existing advantage by loweringigieand weakening the impact of rival
firm offensive attacks. Collusive strategies inwhwollaborative efforts that tamper with
the industry balance of supply and demand. Pri¢pltucollusion occurs when rival
firms reduce the supply of an output below its cetitjye level in order to raise price
above its competitive level and earn a greater dzamomic return. Because this strategy
is illegal tacit forms are more common than explforms. The industry structure can
influence the perception that tacit collusion isnfibreatening and facilitate its use by

rival firms (Grant, 2005).

Strategic alliances are cooperative arrangementsvafl firms that don't involve the
reduction of industry output to control prices. Yhare perceived to be non-threatening
when performance improvements arises across pticg firms that wouldn't be
possible without the cooperative efforts of thaseolved. They enable rival firms 1) to

manage risks and share costs when the economssalef and learning are lacking, 2)

4



facilitate low cost entry into new markets, indiegr and industry segments by rival
firms that individually lack the required productspabilities, and resources, and 3)
provide rival firms with strategic flexibility and point of entry without incurring the cost

of full-scale under conditions of high uncertai(@rant, 2005).

1.1.2 Beer Brewing Industry in Kenya

Beer industry in Kenya dates back to 1922 whenlvathers from England, George and
Charles Hurst, started brewing beer in Kenya (Bvelpd Margaret, 2005). The two
formally incorporated their business as a privatengany under the name of Kenya
Breweries Ltd. In 1929 the first malted barley beeas brewed and the first batch
delivered to New Stanley Hotel where it was opewdti mixed reaction. In 1930, the
first lager beer was brewed and released into thekeh By 1938 the company was
recognised for its beer after it won the first bieyv award in an international
competition. Bottled beer consumption was exclusbrenhites in postcolonial era until
1947 when Africans were allowed to drink formal teedoeer. Kenya Breweries Ltd
became a public limited company in 1934, after Wwhit incorporated Tanganyika
Breweries and changed its name to East Africa Briewd.td making the first move into
the East African market. The company became a igldompany after merging with

beer makers Allsopps EA Ltd in 1962 and Kenya

Breweries Ltd was re-established as a major pannBairobi and Mombasa. In 1964 it
acquired equity interest in Tanzania’'s Kilimanjdcewery and a year later, Guinness

East



Other subsidiaries include, Kenya Malting Ltd. $pléor barley farming and malt
processing, and Central Glass Ltd, which domin&deal glass packaging market and

exports to Ethiopia, Rwanda D.R Congo and Seychelle

Kenya is self-sufficient in beer and barley and hawmarkably invested in all the East
African countries commanding the highest marketeshthin the region. High excise

duties charged on beer makes the sub-sector otigeafnain revenue earners for the
government. EABL is currently one of the highestpowate taxpayers (Evelyn and
Margaret, 2005).

Among key brands of beer available in the Kenyanmketaare Tusker Lager, Pilsner
Lager, Tusker Export, Tusker Malt, Pilsner IcesRdr Ice Light, Allsopps, White Cap,

Citizen, and Guinness Stout.

Kenyan-owned Keroche Industries launched its omsratin 2008 with hopes to tap a
spring of consumer loyalty among a growing middlass in east Africa's largest
economy. Keroche Industries invested one billiorlisgs (about 12.5 million U.S.
dollars), funded by a loan from Barclays Bank, tg beer plant in Naivasha, about 90
kilometres northwest of Nairobi and has a 40,00@ld@er-day capacity compared with
EABL's 176,000 bottle-per-hour capacity at its Mairplant. Keroche has brands such as
Summit Lager and Summit Malt brands which are se$ihg existing distribution
networks. At the time of its launch, Keroche's flgimg Director Tabitha Karanja said
she hoped to snare a 25-30 percent market shdreeilyears. EABL holds around 50
percent of the market with the rest dominated bgitihome-made brews, often laced
with industrial chemicals. Castle Breweries, a $AlRr subsidiary, closed its Kenyan

operation after four years in 2002, citing high ortpduties as a sign of local hostility.
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Apart from Keroche, EABL also has to contend widmpetition from the Kenya Wine
Agencies Ltd (KWAL) whose line of products, winesdaspirits commands a strong
market share. Viceroy, a brandy marketed by KWAE baen giving EABL’s Richot a
run for its money and is preferred by many brandpkers in the Kenyan market. A
public listed company, EABL has been trading ataerage of KES 225 at the Nairobi
Stock Exchange.

Heineken ventured in Kenya in the year 2005. Thecbbrewer has entered into a joint
venture with Kenya's East African Breweries Limit@@ABL), making the Kenyan
company Heineken's sole importer in Kenya and Ugaridhis is the second premium
beer launched by KBL after White Cap Light, a loarlt and alcohol beer, targeted at
female executives. Maxam, the distributors of Heémg are a family business and have
invested some KES20m in building a distributionrastructure for Heineken, while
marketing has taken up KES25m.

The Sierra Brewery which has a range of beers dotySierra Amber, Sierra Blonde
and Sierra Stout, may not yet be eating into the déod market segment of EABL’s
products, but it introduces the concept of a higi-premium product. Sierra is said to
have cost slightly less than KES500m to set up, twedcompany does not have an
aggressive marketing strategy and is mainly soldNarobi and Mombasa and then,

mainly in supermarkets and not bars.

1.2 Research Problem

Competition is the interaction of individuals whbase a limited environment and it
includes both co-operation and rivalry (Porter, )98 Stigler (2008) described
competition in business is the allocating produetiesources kin the business to their

7



most highly-valued uses and encouraging efficiek@yn needs strategies that can give
the competitive advantage over their competitorsofpetitive strategy, from a business
level perspective, is the achievement of competiadvantage by a business unit in its
particular market (Johnson, Scholes & Wittingtof0@). Schuler and Jackson (1987)
classified competitive strategies into three typmst reduction, innovation and quality-
enhancement. Competitive strategies involve a nekil-based strategic thinking,

innovation, execution, critical thinking, positioig and the art of warfare (Sidorowicz

2007).

The firms in Kenyan beer industry compete in marigtvarious brands of locally
produced beer. Beer market growth is flat in ak tiree states due to economic
hardships that have continued to affect beer imgustoupled with high taxes, stiff
competition from other beverage sub sectors and domsumer spending (Evelyn &
Margaret, 2005). The beer and barley sub-sectoraimly dominated by EABL. EABL
holds around 50 percent of the market. Other firmghe beer market are Keroche
Industries whose target was to dominate a 25-3¢epémarket by the year 2010, Kenya
Wine Agencies Ltd (KWAL), Heineken which ventured Kenya in the year 2005
through partnership with EABL and Maxam as itsrthsitor and the Sierra Brewery who

introduced the concept of a high-end premium prboduc

Studies on managerial strategies adopted in resgonsompetition have been conducted
in Kenya. These studies include, competitive sgiaseapplied by cement manufacturing
firms in Kenya by Obiero (2008), intensive growtinategies adopted by Total Kenya
Limited in response to competition in the oil inttysin Kenya by Midwa (2008),

competitive strategies adopted by LPG marketetsenya to cope with competition by

8



Njoroge, (2006) and strategic responses of petnol&ums in Kenya to challenges of

increased competition in the industry by Chepkwo{®)01). Other studies in Kenya
were done by Bore (2007), Kaveke (2007) and Ma(@@Q)7). There is no known study
in Kenya which has ever been done on the Competiivategies adopted by beer
brewing firms in Kenya. This study sought to filig gap in knowledge by answering the
guestion: what are the competitive challengesntatieer brewing firms? what are the
competitive strategies adopted by firms in the limgwndustry in Kenya to cope with

challenges of competition?

1.3 Research Objectives

The study sought to establish the competitive esias applied by firms in beer brewing

industry in Kenya to cope with challenges of contjmet.

1.4 Value of the Study

The findings would useful to the management of lleer brewing firms in Kenya.
Managers of firms in the brewing industry would uke study findings as a basis of
formulation of policies on areas that needs impletatgon of alternative strategies to

enhance their competitive advantage.

Investorswould get helpful information which they can usent@ake their investment
decisions. The findings of the study provide valealnformation on strategic
management practices to cope with competition inyig@ market. Existing international
brewing firms in Kenyan market and prospective stees would therefore use the

findings to formulate marketing strategies for thevestments in Kenya.



The study findings would greatly contribute to theisting body of knowledge on
strategic management which future researchers eaukanicians will use as a reference

in their studies.

The marketing firms would benefit from the studythe study findings would provide

useful information for decision making on the stgaés to be adopted in marketing
products and how to cope with the challenges ofp=imon in the marketing process.
This would be helpful to the marketers in designthg best measures and ways in

marketing beer products in Kenya with a view ofiagimg profit.

The result of the study would assist the governméitenya in formulating policies that

assist firms in the in the brewing industry to ilong their competitive advantage.
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CHAPTER TWO

LITERATURE REVIEW

2.1 Introduction

This chapter presents review of theoretical andiecap literature related to strategic
management practices and competition. The chaptatructured into the following
subsections: concept of strategy, competition, éPsrtfive industry forces and

competitive strategy.

2.2 Concept of Strategy

Andrews (1980) defined corporate strategy as thepaof decisions in a company that
determines and reveals its objectives, purposegoals, produces the principal policies
and plans for achieving those goals, and definesahge of business the company is to
pursue, the kind of economic and human organizatisnor intends to be, and the nature
of the economic and noneconomic contribution iemus to make to its shareholders,

employees, customers, and communities.

Steiner (1979) noted that strategy entered the geanant literature as a way of referring
to what one did to counter a competitor's actuap@dicted moves. Steiner also points
out in his notes that there is very little agreetra@s to the meaning of strategy in the
business world. Mintzberg (1994) pointed out thextde use strategy in several different
ways, the most common being: a) Strategy is a @diow," a means of getting from

here to there b) Strategy is a pattern in actiores time; for example, a company that
regularly markets very expensive products is usirifpigh end" strategy c) Strategy is

position; that is, it reflects decisions to offarficular products or services in particular

11



markets and d) Strategy is perspective, that ssporiand direction. Mintzberg argued that
strategy emerges over time as intentions collidéh veind accommodate a changing

reality.

In a more recent study, Johnson and Scholes (2()ed strategy as the direction and
scope of the organization over the long term thabées an organization utilize its
resources effectively within a changing environmemd to fulfill stakeholder’s

expectations. Pearce and Robinson (2001) stateédstitziegy results in future oriented

plans interacting with the competitive environmenachieve the company’s objectives.

2.2 Concept of ccompetition among industries

Competition is generally considered a positive éoirt most industries; it is supposed to
have a positive impact on an industry's efficierqyality of provision, innovation and

international competitiveness. Competition is basica properly functioning market

economy. Companies are economic agents and, treatiyettheir decisions are made
according to competitive factors, but companies as® actors in society so their
activities have an impact on environmental and aoconditions. Also, society may
require them to comply, to a certain extent, witkvailing norms and values which,
according to Billaudot (2008), are both facilitaiand restrictive.

The notion of competition is central to busines=otly, but its meaning and the ways in
which it is perceived to work and contribute to elepment, differ widely among

theorists, policy-makers, bureaucrats and busimessple. Indeed the history of
economic thought provides some deeply contrastireyvss about the meaning of
competition. Amongst them, the concept of perfeminpetition has survived as the
standard model for analysis and has had a profaanfidence on policy-making

12



concerned with the regulation of competition. Pui@mpetitive markets are used as the
benchmark to evaluate market performance. It iegdly believed that market structure
influences the behavior and performance of agernth wm the market. Structure
influences conduct which, in turn affects perforceanYet the notion of this form of
competition is very different to the concept engesé by classical economists such as
Adam Smith (McNulty 1967). When Adam Smith wastimg in 1776, the concept of
competition was familiar, and was formulated in ttentext of independent rivalry
between two or more persons. Viewed in this wayetition acts as a force that would,

in the long run, eliminate excessive profits andatisfied demand.

2.3 Porters Five Industry Forces

The model originated from Michael E. Porter's 19880k "Competitive Strategy:

Techniques for Analyzing Industries and CompetitoSince then, it has become a
frequently used tool for analyzing a company's stdu structure and its corporate
strategy. In his book, Porter identified five corifpee forces that shape every single
industry and market. These forces help us to apagerything from the intensity of
competition to the profitability and attractivenegsan industry. Porter's five competitive

forces are discussed below:

Threat of New Entrants: The easier it is for newnpanies to enter the industry, the more
cutthroat competition there will be. Factors thah dimit the threat of new entrants are
known as barriers to entry. Power of SupplierssTifihow much pressure suppliers can
place on a business. If one supplier has a largeiginimpact to affect a company's

margins and volumes, then it holds substantial powe

13



Power of Buyers: This is how much pressure custeman place on a business. If one
customer has a large enough impact to affect a aog'® margins and volumes, then the
customer hold substantial power. Threat of SulisstuThis relates to the likelihood that
someone will switch to a competitive product orvgm. If the cost of switching is low,
then this poses a serious threat. Competitive Rivalhis describes the intensity of
competition between existing firms in an industiighly competitive industries

generally earn low returns because the cost of etitrgn is high (Porter, 1980).

2.4 Strategies for Key Advantages

Development of a marketing orientation, difficulbotught this can be in many
organizations, is only one side of the coin in ioying the marketing effectiveness of an
organization. Marketing strategy specifies a tamgarket and a related marketing mix
(McCarthy & Perreault 1993, p. G7). Marketing stpt requires a definition of the
market domain in which the company will compete atatement of how utility and

value will be created for customers through prodarad service offerings. Recognizing
customer needs and filling them better than cortgstiis the core of successful
marketing strategy (Urban & Star 1991, p. 5). Thmpany’'s marketing strategies were

as follows.

2.4.1 Product Line Strategy

A product line is a group of products that are elpgelated because they perform a
similar function, are sold to the same customeugsp are marketed through the same
channels, or fall within given price range. Prodii¢ managers need to know the sales
and profits of each item in their line in orderdetermine which items to build, maintain,

harvest, or divest. They also need to understactl peoduct’s market profile (Kotler

14



1997, pp. 436-37). This strategy was used by thdsBerg Brewery Company. The
company produced new beers to be in completed ammdan every segment for the
purpose of: (1) Selling for competition, (2) Scrdimdp for market share and insertion
into the marketing space, (3) products to serveddraand for Singha Draft beer with a

mild taste to attract customers who like the smaoasie.

2.4.2 Media Strategy
Advertising can be used to build up a long-termgmédor a product (Kotler 1997, p.

625). Advertising was emphasized by a Thai beewioig company as a key factor in
promotion and in stressing on value, identity df aulture and tradition, sports, and
several years in the past that advertising of Sinlgéer was outstanding, standardized,
and worthy in art and culture as well as providirsgful knowledge. From the concept of
bringing Thai art and culture in combination witlivartising of Singha beer, it made the
company’s undertaking able to stand fast and dteadonducting the development of
advertising rapidly throughout the time while stieg on advertising work which was
concerned with new generations and youths, wagdedawith extreme pride that the
company was able to properly combine between oti arw and to be useful to Thai

societies both in the past and the present.

Advertising of beer can be done via all kinds ofdmeranging from radio, television,

motion-pictures, magazines, newspapers, and otkdianin order to approach receivers
and consumers widely and fruitfully. The advertisiof beer is considered to be
extremely successful whether it is a promotion @oaservation of any culture as it is

visible to the eye.
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2.4.3 Trade Strategy

Trade promotion can persuade the retailer or whtdedo carry more units than the
normal amount. The company offers volume allowarnoeget the trade to carry more in
their warehouse and stores. This was used by lgagsBrewery Company .The
company believed that the trade will work hardeewlhey load the company’s product
(Kotler 1997, p. 667). To increase sales volume,dbmpany used trade strategies and
seller incentives and arranged for the promotiorSwigha agents countrywide in the
occasion of its 60thyear (in 1993). The purpose wadimulate agents to be enthusiastic,
to accelerate the release of beers for distriblaBmuch as possible, and to select agents
who achieved targeted sales volume. The sales wlineach syndicate was not less
than 100 million baht. The syndicate and the pedidf the Singha traders’ syndicate
who were outstanding in each part with the totabam of 38 persons were selected for
visual study and for visiting the October FestivaMunich, Germany, September 22 —

29, 1993 for the first time and this project woatthtinue to be practiced.

2.4.4 Consumer Incentive Strategy
Carlsberg Brewery Company used successfully tlategly of creative incentives to the

consumers. Programs related to casting lots whiete wnder bottle caps of Singha beer
and various company’s products were held severadj sports marketing was promoted
for public participation in social activities withhassive number of people. Being the
sponsor of a country road circuit fair (annual mgcfair), making the arrangements for
marathon relay racing or “Green relay marathon” gmding in the arrangement of
Singha Draft festivals with shops in the end of rgvgear and so forth were other

promotional activities.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

This chapter sets out various stages and phasesvésafollowed in completing the
study. The following subsections are included; aede design, target population,
sampling design, data collection instruments, datkection procedures and finally data

analysis.

3.2 Research Design

The proposed study adopted a cross sectional suesgarch design. This method
involves, asking participants questions on how tley, what their views are, and what
they have experienced. In order to realize the abbjes of the proposed study, an
expansive perspective of strategic managementipeadb cope with competition among
firms in the brewing industry in Kenya is neededhefiefore a survey design, which
provides more detailed knowledge about a partiqoitnomenon, is more appropriate as

it provides the ability of coverage of breadth ppased to a case study.

Mugenda and Mugenda (2003) described populatiothasntire group of individuals or
items under consideration in any field of inquindahave a common attribute. The target
population for the study was the managerial stadfkimg in marketing departments in
beer firms. A sample is a set of entities drawnmfra population with the aim of
estimating characteristic of the population (Siegé0D3). Sampling size is the number or

size of items, objects or individual selected fesearch to represent the population as a
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whole. In this regards, the researcher targetednapke size of 100 managerial staff

working in marketing departments in beer firms.

3.3 Data Collection

This study sought to collect primary data. Thidasa which is collected for the very first
time and has not been used anywhere else. Thiy stltected both quantitative and
gualitative data from the respondents. To achiéi® dbjective the study employed the
guestionnaire method to collect primary data. Theisstructured questionnaire was
consisting of both closed and open-ended questibims.closed ended questions were
used to collect quantitative data while the opedeenwill used to collect the qualitative

data.

To facilitate the process of data collection, thedg used a research assistant to assist in
collecting the data. The questionnaires were aditd@red by hand-delivery method to
enhance response rate. Others were emailed toettier snanagers depending on the

accessibility and time available. The data was ttersolidated, packed for analysis.

3.4 Data Analysis

The filed questionnaires was checked for completgnedited and coded to facilitate
entry into a computer for analysis. The enteredh dahs analysed using descriptive
statistics such as the mean and standard deviafldms was achieved by the use of a
computer software tool to generate quantitativerspthrough tabulations, percentages,
and measures of central tendency. Quantitative wWasapresented in form of tables, bar

graphs and pie chart, while explanation to the saagpresented in prose form.
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Qualitative data analysis involved collating, cdidating and summarizing the responses
from the respondents into meaningful paragraphshwwvas objectively arranged so as to
facilitate making of inferences, conclusion makiagd drawing of recommendations

from the study findings.
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CHAPTER FOUR

DATA ANALYSIS, FINDINGS AND DISCUSSIONS

4.1 Introduction

This chapter presents the data that was found onnegstigation to establish the
competitive strategies in beer brewing industriesKienya cope with challenges of
competition. What are the competitive challengesnta beer brewing firms? What are
the competitive strategies adopted by firms inkteving industry in Kenya to cope with

challenges of competition?

A total of 100 questionnaires were administeredtht®e managerial staff working in
marketing departments of the bear firms. Howevely 82 questionnaires were returned
duly filled-in by the respondents. This makes goese rate of 92%. This response rate
was excellent and representative and conforms tgevda and Mugenda (1999)
stipulation that a response rate of 50% is adeqgioatanalysis and reporting; a rate of

60% is good and a response rate of 70% and oescelent.

This commendable response rate was made possitde tae researcher personally
administered the questionnaire and made furthé@s\tis remind the respondents to fill-in

and return the questionnaires.

4.2 General Information

The general information in this study compriseshaf duration of time the respondents
companies had been in operation, the form of owmersf the brewing company, the
various brands produced by the company, form ofagament the company hold and

whether the company is public or private.
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4.2.1 Duration of time in operation

The researcher requested the respondents to iedleatduration of time their company

had been in operation. The results are shown urdig.1.

Figure 4. 1: Duration of time in operation
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According to the findings, 38% of the respondemididated that their companies had
been in operation for between 25 and 35 years, B26ated that their companies had
been in operation for between 36 and 35 years, ib@6ated that their companies had
been in operation for above 45 years and $% inglictitat they had been in operation for
below 25 years. These findings clearly show thgontig of the respondents companies

had been in operation for between 25 and 35 years.
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4.2.2 Form of ownership of the brewing companies

The researcher also requested the respondentditat& the form of ownership of their
brewing companies. The results are shown in figuze

Figure 4. 2: Form of ownership of the brewing compaies

B Limited company

® Partnership

According to the findings, 53% of the respondentfidated that the form of ownership
of their companies was limited company. The reshefrespondents (47%) indicated that
the form of ownership of their companies was pasini@. This clearly shows most of the

bear companies in this study were limited companies

4.2.3 Company ownership

The researcher also requested the respondentditatim whether their companies were

public or private.
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Figure 4. 3: Company ownership

M private

m Public

According to the findings as shown by figure 4.30va 67% of the respondents
indicated that their companies were public companihile 33% indicated that their
companies were private companies. This shows tlagority of the beer companies in
this study were public companies.

4.2.4 Form of management
The study also sought to establish the form of ganmeent in the beer companies in this

study. The results are shown in figure 4.4.

Figure 4. 4: Form of management

Independent, 1
1

o Independent

m Board of Directors
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From the findings as shown by figure 4.4 above, 88%he respondents indicated that
their companies were using board of directors ag torm of management. The rest of
the respondents (11%) indicated that their comgawere independent. These findings
clearly show that majority of the beer companiesewgsing board of directors as their

form of management.

4.2.5 Various brands produced by beer companies

The researcher also requested the respondentditate various brands that their firms

were producing.

Figure 4. 5: Various brands produced by beer compages

Spirits, 34

m Beer
| Wines

Spirits

From the findings, as shown by figure 4.5 abovép48 the respondents indicated that
their companies were producing beer, 34% indicttatitheir companies were producing
spirits and 23% indicated that their firms wereduaing wines. This clearly shows that

majority of the firms were mostly producing beeijdwed by spirits and wines.
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4.3 Competitive strategies dealing with increasedmpetition

The researcher requested the respondents to iedieaether their company had
competitive strategies to deal with increased cditpe in brewing industry.

Figure 4. 6: Competitive strategies dealing with ioreased competition

W Yes

B No

From the findings as shown by figure 4.6 above, t%he respondents indicated that
their companies had competitive strategies to déhlincreased competition in brewing
industry. The rest of the respondents (24%) indataheir companies had competitive
strategies to deal with increased competition ewlimg industry. From these findings we
can deduce that most of the companies had conveetitrategies to deal with increased

competition in brewing industry.

4.3.1 Strategy enforcement
The researcher also requested the respondentslitate the strategy their companies

were using to reinforce their strategies.
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Figure 4. 7: Strategy enforcement

W Yes

m No

From the findings as shown by figure 4.7 above, t@%he respondents indicated that
their firms were enforcing their competitive stigitss while 22% of the respondents
indicated that their companies were not enforciv@rtstrategies. This clearly shows that
most of the companies were reinforcing their contipetstrategies.

4.3.2 Challenges of Competition
The researcher requested the respondents to ieditegther they were facing challenges

in marketing their brewing products.

Figure 4. 8: Challenges facing marketing of brewingproducts

| Yes

m No
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According to the findings, 67% of the respondent$idated that their companies were
facing challenges marketing their beer productdes88% indicated that their companies
were not facing challenges marketing their beerdpets. This clearly shows that

majority of the beer companies face challengesarketing their beer products.

4.3.3 Brewing firms are and firms performance

The researcher requested the respondents to iedidag¢ther other companies were a
threat to their firms’ performance.

Figure 4. 9: Brewing firms are and firms performance

HYes

B No

From the findings as shown by figure 4.9 above, 7@%he respondents agreed that
other companies were a threat to their firms’ penfance while 22% disagreed. From
these findings we can deduce that beer companies avéhreat to each other’s firms’

performance.

27




Table 4. 1: Challenges of competition in beer firms

Variable Mean Std deviation
Lack of market 1.89 0.984
Low sales 3.65 0.834
So many brands in the market 4.03 0.733
Heavy legislation 3.76 0.837
Lowering of prices by other firms 3.78 0.836
Low profits 3.98 0.723
Heavy costs of production 4.02 1.023
Increasing advertising cost 4.04 1.021
Low market penetration 4.01 0.893
Low market share 3.76 0.728
Your brands are unknown 3.87 0.837
Fear of change 3.94 1.021
Old machinery of production 4.01 0.736
Heavy distributional costs 4.09 0.983

Table 4.1 above shows the extent to which the redgats agree with the stated
challenges of competition the beer firms were fgchccording to the scale those factors
which were not considered at all were awarded leathbse which were considered to a
very great extent were awarded 5. Within the canim are 2 for low extent, 3 for

moderate extent and 4 for great extent. Mean (wWetyhverage) and standard deviation

were used to analyze the data. According to theareber those factors with a mean
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close to 3.5 were rated as to a very great extaiewhose with a mean close to 3.0 were
rated to a low extent or even not considered atSthilarly, the higher the standard

deviation, the greater is the level of variatiomsdgsponse among the respondents.

The respondents indicated with a mean of 4.09 asthrdard deviation of 0.983 that
heavy distributional costs were acting as a chgleto a great extent. In addition, the
respondents indicated with a mean of 4.04  andradard deviation of 1.021 increasing
advertising cost was also a challenge to a gretnexIn addition, the respondents
indicated with a mean of 4.03 and a standard dewiaif 0.733 that so many brands in
the market were acting as a challenge in the hdees fto a great extent. Further, the
respondents indicated with a mean of 4.02 andralatd deviation of 1.023 that heavy
costs of production were acting as a challenge tpeat extent. The respondents also
indicated with a mean of 4.01 and a standard dewatf 0.893 that low market

penetration was acting as a challenge to a greanex

The respondents also indicated with a mean of dn@ila standard deviation of 0.736 that
old machinery of production was acting as a chgketo a great extent. The respondents
also indicated with a mean of 3.98 and a standeweéhton of 0.723 that low profits were

acting as a challenge to beer firms to a greanéxke addition, the respondents indicated
with a mean of 3.94 and a standard deviation d21ltBat fear of change was acting as a
challenge to beer firms to a great extent. Furtthexr,respondents indicated with a mean
of 3.87 and a standard deviation of 0.837 thafalethat their brands are unknown was
acting as a challenge to the beer firms to a gret@int. Further, the respondents indicated
with a mean of 3.78 and a standard deviation o8® #at lowering of prices by other

firms was acting as challenge to a great extenthEy the respondents indicated with a

29



mean of 3.76 and a standard deviation of 0.837 hikatry legislation was acting as a
challenge to the beer firms to a great extentdihitaon, the respondents indicated with a
mean of 3.76 and a standard deviation of 0.728 ldvatmarket share was acting as a
challenge to the beer firms to a great extent. fEspondents also indicated with a mean
of 3.65 and a standard deviation of 0.834 thatdales were acting as a challenge to the
beer firms to a great extent. Finally, the respotsledicated with a mean of 1.89 and a

standard deviation of 0.984 that lack of market aettng as a challenge to a low extent.

4.4 Competitive strategies

The researcher also requested the respondentditatie the extent to which they applied

each of the stated strategies to deal with conipetit the beer industry.
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Table 4. 2: Competitive strategies

Strategies Mean | Std
deviation
Cost leadership 3.99 0.928
Reduced overheads /fixed costs 3.87 0.72§
Mass production (economies of scale) 3.69 0.836
Offensive strategies 4.08 1.022
Try to neutralize the competitive strength of thvalrfirms 4.02 0.963
Create attention through brand perceptions 3.56 291.0
Increased advertising 411 0.892
New products 3.94 0.726
Secures first mover advantages 3.69 0.9772
Price reduction 2.08 0.782
Use of retaliation upon moves by rivals 3.56 0.726
Defensive strategies 3.45 0.832
Preventing new entrants 2.01 0.726
Government intervention strategies 2.04 0.725
Focusing on market segments 3.65 0.932
Automation of services 3.45 1.021
Collusive strategies 3.21 0.902
Strategic alliances 1.87 1.092
Joint reduction of the supply below its competitiexel to raisg 4.02 0.983
price
Products and services 4.11 0.829
Outsourcing 4.12 0.785
Quality products 4.32 0.675
Has differentiated her products 4.09 0.938
Contracting farmers 3.01 1.093

From the findings, the respondents indicated wittme@an of 3.99 and a standard
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deviation of 0.928 that their companies were usiogf leadership to a great extent. The
respondents also indicated with a mean of 3.87asthndard deviation of 0.728 that
their companies were using reduced overheads /figets as their competitive strategies
to a great extent. Further, the respondents inglicatith a mean of 3.69 and a standard
deviation of 0.836 their companies were using npasduction (economies of scale) as a

competitive strategy to a great extent.

The respondents also indicated with a mean of d@@Ba standard deviation of 1.022 that
their companies were using offensive strategiea asmpetitive advantage to a great
extent. The respondents also indicated with a noéah02 and a standard deviation of
0.963 that their companies were trying to neuteattze competitive strength of the rival
firms to a great extent. The respondents furthdrcated with a mean of 3.94 and a
standard deviation of 0.726 that their companiegsewesing new products as a
competitive strategy to a great extent. Furthe,rsspondents indicated with a mean of
3.89 and a standard deviation of 0.892 that themmanies were using increased
advertising as competitive strategy to a great reéxtén addition, the respondents
indicated with a mean of 3.69 and a standard dewiaif 0.972 that their companies
were using secures first mover advantages as aetdgiwg strategy to a great extent. The
respondents further indicated with a mean of 31 @ standard deviation of 1.029 that
their companies were creating attention throughdbrperceptions as a competitive
strategy to a great extent. The respondents fuititecated with a mean of 3.56 and a
standard deviation of 0.726 that their companiesewssing retaliation upon moves by
rivals to a great extent. The respondents alse@ated with a mean of 2.08 and a standard

deviation of 0.782 that their companies were ugmige reduction as a competitive

32



strategy to a low extent.

The respondents also indicated with a mean of &xba standard deviation of 0.832 that
their companies were using defensive strategiesoaspetitive strategies to a great
extent. In addition, the respondents indicated vatmean of 3.45 and a standard
deviation of 0.932 that their companies were faogison market segments as a
competitive strategy to a great extent. Furthe,rsspondents indicated with a mean of
3.45 and a standard deviation of 1.021 that thempmanies were using automation of
services as a competitive strategy to a great extiwever, most beer companies were
using government intervention strategies (M=2.0D=&725) and preventing new

entrants (M=201, SD=0.726) to a low extent.

The respondents further indicated with a mean 2f and a standard deviation of 0.902
that their companies were using collusive strageg® a competitive strategy to a great
extent. The respondents also indicated with a noéah02 and a standard deviation of
0.983 that their companies were using Joint redoaif the supply below its competitive
level to raise price as a competitive strategy @reat extent. Further, the respondents
indicated with a mean of 3.87 and a standard dewiaif 1.092 that their companies

were using strategic alliances as a competitivadesyly to a great extent.

The respondents also agreed with a mean of 4.1\ atadndard deviation of 0.829 that
their companies were using products and services e@mpetitive strategy to a great
extent. In addition, the respondents indicated vatmean of 4.12 and a standard
deviation of 0.785 that their companies were usiatgourcing as a competitive strategy

to a great extent. Further, the respondents inglicatith a mean of 4.32 and a standard
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deviation of 0.675 that their companies were usioglity products as a competitive
strategy to a great extent. The respondents alficated with a mean of 4.09 and a
standard deviation of 0.938 that their companied differentiated their products as a
competitive strategy to a great extent. Finallg tespondents indicated with a mean of
3.01 and a standard deviation of 1.093 that thmmmganies were contracting farmers as a

competitive strategy to a moderate extent.

4.5 Discussion of the Findings

The study established that that majority of thepoeslents companies had been in
operation for between 25 and 35 years. In additoost of the bear companies in this
study were limited companies and were public corigsarFurther, majority of the beer
companies were using board of directors as them fof management. Majority of the
firms were mostly producing beer, followed by dgiind wines. Most of the companies
had competitive strategies to deal with increasechpetition in brewing industry. In
addition, most of the companies were reinforcirgrthompetitive strategies.

This study established that majority of the beenpanies face challenges in marketing
their beer products. In addition, beer companiesewe threat to each other’s firms’
performance. The study revealed that heavy didtdbal costs increasing advertising
cost, many brands in the market, heavy costs afymtton, low market penetration, old
machinery of production, low profits, fear of chandact that their brands are unknown,
lowering of prices by other firms, heavy legislatidow market share and low sales were

challenges that beer companies were facing in miagkeheir products.
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The study established that the beer firms weregusost leadership as a competitive
strategy. The companies were using reduced ovesh@add costs and mass production

(economies of scale).

The study also found that beer firms were alsogusifensive strategies as a competitive
advantage to a great extent. In relation to offenstrategies the beer firms were trying
to neutralize the competitive strength of the rifiiahs to a great extent, were using new
products, advertising and were using secures fifster advantages as a competitive
strategy to a great extent. The beer firms were atgating attention through brand
perceptions and were using retaliation upon moyesvals to a great extent. However,

the beer firms were also using price reduction esmapetitive strategy to a low extent.

The study also established that the beer compames using defensive strategies as
competitive strategies to a great extent. Furtter,companies were focusing on market
segments as a competitive strategy to a great teseth were using automation of

services as a competitive strategy to a great extiwever, most beer companies were

using government intervention strategies and prtavgmew entrants to a low extent.

The study also revealed that the beer firms wernagusollusive strategies as a
competitive strategy to a great extent. The beearsfiwere also using Joint reduction of
the supply below its competitive level to raisecpras a competitive strategy to a great

extent and were using strategic alliances as a ebtive strategy to a great extent.

This study also found that the beer firms were gisproducts and services as a
competitive strategy to a great extent. In addjtitve beer firms were using outsourcing
as a competitive strategy to a great extent. Fyrtthe beer firms were using quality
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products as a competitive strategy to a great ext€éhe beer firms were had
differentiated their products as a competitivetstyg to a great extent. Finally, the beer

firms were contracting farmers as a competitivatetyy to a moderate extent.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND RECOMMENDATI ONS

5.1 Introduction

This chapter presented the discussion of key dathnfys, conclusion drawn from the
findings highlighted and recommendation made there-The conclusions and
recommendations drawn were focused on addresse@lifective of the study which
was to establish the competitive strategies in begwing industries in Kenya cope with
challenges of competition. What are the competitthallenges facing beer brewing
firms? What are the competitive strategies adoptedirms in the brewing industry in

Kenya to cope with challenges of competition?

5.2 Summary of the findings

The study was conducted in Nairobi among the beewibng firms. Most of the firms
were established more than 2 decades ago in tihe %@is. They were mostly public

companies managed by board of directors produgingss beer and wines.

The study has found that the beer firms in Kenyafacing challenges. The study noted
that the beer firms were facing heavy distributlomasts (M=4.09, SD=0.983),
increasing advertising cost (M=4.04, SD=1.021), ynhrands in the market (M=4.03,
SD=0.733), heavy costs of production (M=4.02, SD23), low market penetration
(M=4.01, SD=0.893), old machinery of production @61, SD=0.736), low profits
(M=3.98, SD=0.723), fear of change (M=3.94, SD=1)0&act that their brands are
unknown (M=3.87, SD=0.837), lowering of prices kher firms (M=3.78, SD=0.836),
heavy legislation (M=3.76, SD=0.837), low markeargh(M=3.76, SD=0.728), low sales
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(M=3.65, SD=0.834) were challenges that beer compamere facing in marketing their

products.

The study findings established several competistategies used by beer firms in
Kenya. These included use of cost leadership giyagach as reducing overheads/fixed

costs and mass production techniques with an airadafcing the costs of production.

The beer firms use offensive moves by creating & gompetitive advantages,
neutralizing the competitive strength of the rifiains, using new products, advertising,
use of first mover advantages, creating attentioough brand perceptions and using

retaliation tactics to counter rival moves.

The study findings indicated that beer brewing firim Kenya also used defensive
strategies to enhance their competitiveness. Tindy ststablished that firms focused on
some market segments, used automation servicesfrgoent intervention strategies and

prevented new entrants.

The study findings showed that beer firms emplog@tusive strategies as a competitive
strategy. These included joint reduction of thepdy so as to raise price and formed

strategic alliances.

In addition to the above strategies, the firms wesiag other competitive strategies such
as outsourcing, production of quality and highlynpetitive products, differentiation and

contracting of farmers.

38



5.3 Conclusion of the Study

This study concludes that majority of the beer canips face challenges in marketing
their beer products. In addition, beer companieseve threat to each other’s firms’
performance. The study revealed that heavy digtabal costs, increasing advertising
cost, many brands in the market, heavy costs afymtton, low market penetration, old
machinery of production, low profits, fear of chandgact that their brands are unknown,
lowering of prices by other firms, heavy legislatidow market share, low sales were

challenges that beer companies were facing in niagkéheir products.

The study concludes that the beer firms were camidrship as a competitive strategy.
The companies were using reduced overheads /fixasts cand mass production
(economies of scale). The study also concludeshibat firms were also using offensive
strategies as a competitive advantage to a gréamteX he study also established that the
beer companies were using defensive strategiesisogdl strategies as a competitive
strategy to a great extent. This study also founad the beer firms were using products

and services as a competitive strategy to a greane

5.4 Recommendations for Policy and Practice

This study established that fear of change was@ets a challenge in marketing to most
beer firms in Kenya. This study therefore recomnseihét the management of beer firms

should accept change and adopt technology in magket

This study established that beer companies weng @gvernment intervention strategies
to a low extent. This study therefore recommendd the government should make

policies that can regulate the competition in terbndustry.
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The study also established that the beer firms wetepreventing new entrants to the
industry. This study therefore recommends that lker firms should put defensive

mechanisms as competitive advantages.

The study also found that the beer firms were usingtegic alliances as a competitive
strategy to a low extent. This study therefore no@nds that the beer firms should look

forward to make strategic alliances.

5.5 Limitation of the study

As a part time student who needs to balance wittiess with full time employment, the
researcher was not able to undertake an extensgvex@haustive research limiting the
researcher to a small sample. The researcher vgdf-aponsored student relying on
savings to progress his studies and therefore thereexpected challenges in relation
time and financial resources. To counteract this,researcher limited the study a sample

size of 100 managerial staff working in marketirgpdrtments in beer.

There were expected challenges during data callectihere some target respondents
may fail to give the required information. The raster however worked at winning the
confidence of those involved in this research byngj them the reasons for the research

and assuring them of confidentiality.

5.6 Suggestion for further Studies

From the study and related conclusions, the reseamecommends further research in

the area of the influence of competition on thearicial performance of beer firms in
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Kenya. The study also recommends further studiethenarea of factors affecting the

competitive strategies of beer firms in Kenya.
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APPENDICES

Appendix: Questionnaire
Section A: Demographic information

1. For how long has your company been in operation?

Below 25 years []
25-35 years []
36-45 years []
Above 45 years [1]

2. What is the form of ownership of your brewing comypa

Limited company []
Partnership []
Private []
3. Is your company a Public [] or Private []

4. What form of management does your company hold
Independent [ ] Board of Directors []

5. What are the various brands produced by your cogpnpan

Beer []
Wines []
Spirits [1]

6. Does your company have competitive strategies éal dwith increased
competition in brewing industry?
Yes [] No[]

7. If yesin (6) are the strategies enforced?
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Yes [ ]NoJ[ ]

Section B: challenges
8. Are there challenges facing marketing of your bregyroducts?
Yes[ ] NoJ ]
9. Are other brewing firms are threat to your firmsfpemance?
Yes[ ] NoJ ]
10.Indicate to what extent each of the following ceatjes of competition faces your

beer firm.

Variable

great

Not at all

Little extent
Moderate extent
Great extent
Very

extent

Lack of market

Low sales

So many brands in the market

Heavy legislation

Lowering of prices by other firms

Low profits

Heavy costs of production

Increasing advertising cost

Low market penetration

Low market share

Your brands are unknown

Fear of change

Old machinery of production

Heavy distributional costs

11. State other challenges (specify below).
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Section C: Competitive strategies
12.Indicate the extent to which you apply each of fillowing strategies to deal

with competition in the beer industry.

Not at| Little | Moderate| Great | Very
Strategies all extent| extent extent | great
extent

Cost leadership

Reduced overheads /fixed costs

Mass production (economies pf
scale)

Offensive strategies

Try to neutralize the competitive
strength of the rival firms

Create attention through brand
perceptions

Increased advertising

New products

Secures first mover advantages

Price reduction

Use of retaliation upon moves by
rivals

Defensive strategies

Preventing new entrants

Government intervention strategies

Focusing on market segments

Automation of services

Collusive strategies

Strategic alliances

Joint reduction of the supply below
its competitive level to raise price

Products and services

Outsourcing
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Quiality products

Has differentiated her products

Contracting farmers

13. Apart from the above strategies what othetesgras does your company employ

to deal with competition? Specify below.

Thank you
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