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Abstract 
 
Internationalization through export is one of the strategic responses to rising domestic 

competition, saturated market, low capacity utilization and search for growth. Kenya has 

experienced mixed fortunes in the vehicle export market. The growth in new vehicle export as w                                           

ell as the ratio of export to total sales has been very low. On the other hand, the three motor local 

motor vehicle assembly plants have remained highly underutilized. Although General Motors 

East Africa (GMEA), the leading vehicle exporter in Kenya, has allocated substantial resources 

over the years in the export business, little incremental value has been realized (Kenya vehicle 

Manufacturers Association Report, 2006).  

 

A case study of GMEA was conducted with the objective of identifying factors influencing 

vehicle export and evaluating effectiveness of the internationalization strategies employed. 

Primary and secondary data was used. Primary data was collected by use of questionnaires 

targeting 11 respondents drawn from GMEA senior staff and dealers. The research was 

conducted between November and December 2007 and 10 responses out of 11 received. 

Descriptive statistics (Mean, frequency and standard deviation) was used to analyze the data. 

 

The key success factors in vehicle export were identified as product quality, warranty, 

distribution, pricing, technical support, financing, parts support, delivery, brand name and 

promotion. The main challenges encountered are financial support in export markets, 

competition from cheap entrants, tariff, availability of market information and foreign exchange 

fluctuations. 

 

To address strategy gaps and improve export business, GMEA will have to strengthen or develop 

and implement strategies in the areas of pricing, promotion, product offering, distribution and 

financing. Great opportunity lies with regional integration and vehicle export remains viable. 

 

Key Words- Quality, warranty, distribution, pricing, technical support, financing, parts 

support, delivery, brand name , promotion, small and medium sized enterprises (SMEs), trade 

liberalization and Key success factors. 
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 Introduction 

 

Background of the Study 

 
A business is internationalized when it operates or sells its products in foreign countries (Welch 

& Luostarinen, 1988). Further, as presented by Welch and Luostarinen (1988), the traditional 

approach to internationalization implies the existence of a continuum from purely domestic firms 

to internationalized firms. The position of individual firms on this continuum has been assessed 

by numerous measures, such as the ratio of export sales to total sales, export profits to total 

profits or export sales per employee. Firms internationalize for various reasons which as stated 

by Brooks and Rosson (1982) and Johnston and Czinkota (1982) include excess capacity, search 

for growth in new markets, saturated home market amongst other reasons. Deresky (1997) states 

that these reasons are sometimes generally referred to as either reactive or proactive depending 

on whether they are driven by threats or opportunities. The pertinent factors influencing 

internationalization according to include trade liberalization, government policy, incentives, 

tariff framework, non-tariff barriers, emergence of regional trading blocks and marketing. 

 

In pursuit of strategies for competitive advantage, a global strategy must begin with a unique 

competitive position that results in a clear competitive advantage. competitive advantage as the 

ability of a country, or more specifically indigenous firms of a country, to use its location bound 

resources in a way which will enable it to be more competitive in international markets (Vernon, 

1997).Porter (1990) also likens the determinants of this ability to a diamond which comprises a 

set of attributes which shape the environment in which local firms compete and which promote 

or impede the creation of competitive market. 

 

Porter (1990) further advances that a company will not be able to overcome the barriers to 

penetrating unfamiliar markets unless it brings a meaningful advantage in either cost of 

differentiation to the table. Nations succeed in industries where the home base advantages are 

valuable in other nations and where their innovations and improvements foreshadow 

international needs. Success in international competition demands that firms translate domestic 

positions into international positions. This allows advantages from home base to be levered and 

reinforced by local strategy. The porter diamond of national advantage (Figure 1) puts this into 

perspective. 
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Figure 1: The Porter Diamond of National Advantage 

 

 

 

 

 

 

 

 

 

                                   

 

 

 

 

 

Source: Porter, M.E. (1990), The Competitive Advantage of Nations. New York: The Free Press 

 

Firm Strategy, structure and rivalry are conditions in the nation governing how companies are 

created,organized,managed as well as nature of domestic rivalry whereas demand conditions 

refer to the nature of home-market, demand for industry`s product or service. Firms that can 

survive and flourish in highly competitive and demanding local markets are much more likely to 

gain a competitive edge in foreign markets. 

 

Factor conditions are the nation’s position in factors of production such as skilled labor and 

infrastructure necessary to compete in a given industry (Ansoff, 1975).Related and supporting 

industries is the presence or absence of supplier industries and other related industries that are 

internationally competitive. The diamond helps to explain why companies in certain nations are 

consistently and aggressively pursuing innovation, are able to overcome barriers of change and 

are seeking sophisticated source of competitive advantage. 

 

Porter (1990) maintains that two additional variables can influence the national diamond in 

important ways: Chance and Gorvenment.Chance events such as major innovations create 

discontinuities that can unfreeze or reshape industry structure and provide the opportunity for 

one`s nations firms to supplant another`s.  Government, by its choice of policies, can detract or 

improve national advantage. For example, regulation can alter home demand conditions, antitrust 

policies can influence the intensity of rivalry within an industry and government investments in 

education can change factor endowments.   

 

Firms encounter many challenges and problems in internationalization process. The most 

difficult problems in the view of Ahokangas (1998) encountered especially for small firms are 

related to resources.Miesenbock (1988) suggests that these resource-related problems include 

lack of knowledge about foreign opportunities, qualified staff, capital and problems in raising 

funds, international marketing especially distribution , documentation and red tape, trade 

impediments and lack of management time. 
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Given competitive pressures in a globalizing market, Ahokangas (1998) identifies 

internationalization as one of the major challenges to small and medium sized enterprises 

(SMEs) today. According to him, the fundamental problem that must be solved by all firms and 

especially by SMEs is the decision what international activities and resources to deploy and 

develop in the attempt to survive and become more international. Ahokangas (1998) further 

states that when and SME decides to engage in international activities, regardless of their nature, 

it has to follow some pattern of activities that (most likely) should be consistent or logical over 

time. This pattern can be called the internationalization development strategy of the firm. This or 

any other strategy the firm may seek to implement should be based on the resources available to 

the firm to sustain the development of its international activities. 

 

The Kenya Motor industry (KMI) has remained predominantly a domestic activity and process 

of internationalization has been slow and inherent with various challenges. The Kenya Motor 

industry (KMI) and the Kenya Motor vehicle Assemblers (KMVA) reports (2006) show that 

there was virtually no motor vehicle export from Kenya prior to 1991.The capacity utilization of 

local assembly plants in this period was high and the domestic new vehicle sales at its peak. The 

Kenya market was liberalized in 1990 and from this period, the domestic market experienced 

huge influx of fully built new and second hand direct imports. The demand for locally assembled 

vehicles also significantly dropped with annual volumes falling from 14,000 units (49% capacity 

utilization) in the 1980s to about 7,000 (24% capacity utilization) units in 1990s.In 2006,the 

volume stood at about 5,500(19% capacity utilization) according to KMVA report data ( table 1). 

 

 

Table 1: Installed, volume assembled and capacity utilization 

Plant  Installed 

Capacity 

 

2004 2005 2006 

Volume 

Assembled 

% Capacity 

Utilization 

Volume 

Assembled 

% Capacity 

Utilization 

Volume 

Assembled 

% Capacity 

Utilization 

AVA 
Mombasa 

9,600 3,765 39% 3,276 34% 2,780 29% 

GMEA 

Nairobi 
7,100 2,124 30% 1,465 21% 1,755 25% 

KVM 

Thika 

12,000 732 6% 856 7% 900 8% 

Total  28,700 6,621 23% 5,597 20% 5,435 19% 

Source: Kenya Vehicle Manufacturers Association, 2006 

 

 

Various initiatives have been undertaken to promote vehicle export business since 1992 but with 

very little success results in terms of improving the growth rate. The annual average vehicle 

export growth has remained at less than 6% between 2002 and 2006 (Table 2) 
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Table 2: New Motor Vehicle Sales 

Sales  2001 2002 2003 2004 2005 2006 

Locally 

assembled 

3,066 3,467 4,377 6,098 5,647 4,936 

Imported 3,260 3,459 3,490 3,881 3,885 5,115 

Sub-total 6,326 6,926 7,867 9,979 9,532 10,051 

Regional 

Exports 

276 315 341 384 436 345 

Total Sales 6,602 7,241 8,208 10,363 9,968 10,396 

Source: Kenya Motor Industry Association, April 2006 

 

More players also came into the market increasing level of domestic competition. The current 

active motor vehicle franchise holders are General Motors East Africa (GMEA) ltd, Toyota East 

Africa, Kenya Grange, Cooper Motor Corporation and DT Dobie while the key players in 

vehicle export are Toyota East Africa, Simba Colt and General Motors East Africa (GMEA) ltd 

with GMEA being the leading vehicle exporter (KMI reports, 2000-2006). 

 

General Motors East Africa (GMEA) was established in 1977 and is a subsidiary of General 

Motors (GM) Corporation (USA),the world`s largest motor vehicle manufacturer in 

2006(General Motors,2007).The company directly employs 300 staff working in diverse 

functions including Human Resources,Engineering,Finance,Sales and Marketing, After-sales and 

Information Technology. Indirectly, the company supports over 5,000 workers in Kenya through 

dealerships and local suppliers of vehicle components. 

 

GMEA assembles and distributes full range of trucks through a network of automobile 

dealerships countrywide and in its export region. Its domestic dealers are Associated Motors, 

Ryce Motors, Central Farmers Garage, Kenya Coach Industry (KCI), Thika Motors, Associated 

Auto Centre and Jiwa Shamji.Its export dealers are Quality Motors (Tanzania), Africa Motors 

and Machinery (Uganda), Burundi Motors (Burundi) and Rwanda Motors (Rwanda). 

 

The company seeks to continually maintain world class standards in manufacturing processes, 

quality and environment. In 1999, it was awarded the ISO 9001 Quality System Certification and 

thereafter in 2002, the ISO 14001 Environmental System Certification. As a subsidiary of GM 

Corporation, the company has also embraced other best practices through GM global processes. 

 

Effective strategy making begins with a vision of where the organization needs to be. GM`s 

vision is “to be the regional leader in transportation products and related services” The 

production and sales performance of GMEA since 2001 (Table 3). 
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Table 3: GMEA ltd Production and New Motor Vehicle Sales 

 2001 2002 2003 2004 2005 2006 

GMEA 

production 

      

Locally 

assembled 

708 1,206 1,356 2,124 1,465 1,755 

Capacity 

utilization 

10% 17% 21% 30% 21% 25% 

       

GMEA 

sales 

      

Domestic 

Sales 

1,095 1,240 1,558 2,065 1,554 2,065 

 Domestic 

 share 

17% 18% 20% 21% 16% 19% 

Export 

sales 

229 254 238 217 208 214 

Export 

share 

83% 81% 70% 57% 48% 62% 

Total 

GMEA 

sales 

1,324 1,494 1,796 2,282 1,762 2,279 

Source: Kenya Motor Industry Association, April 2006 

 

Table 3 shows that GMEA plant capacity utilization has remained below 30% and it has 

commanded an average of about 70% of the Kenya vehicle export between 2001 and 2006 

though on a decreasing trend. The export volume has remained fairly flat. 

 

 

Statement of the Problem 

 

Internationalization is one of the key strategic responses to rising domestic competition, saturated 

markets, low capacity utilization and search for growth. Exportation, which is one mode of 

internationalization, is influenced by several factors such as government policy, incentives, 

interventions, trade liberalization and tariff and non-tariff barriers. Success in internationalization 

requires in-depth understanding of these factors and employment of effective internationalization 

strategies including entry mode and marketing strategies. 

 

The Kenya vehicle export business has consistently experienced low performance levels with the 

growth reported at less than 6% with the export volumes accounting for only 5-10% of the 

growing new vehicle registrations in the export regions (Uganda Motor Industry Reports,2001-

2006).The three motor vehicle assembly plants in Kenya remain underutilized at 19% in 2006. 
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Although GMEA, the leading vehicle exporter in Kenya, has allocated substantial resources over 

the years in the export business, less than 1%incremental volume has been realized between 

2002 and 2006.This may either as a result of or a combination of adverse influencing factors or 

ineffective strategies employed. The study thus seeks to identify factors influencing vehicle 

export business, the challenges and evaluate the effectiveness of GMEA strategies during export 

period. 

 

Objective of the Study 

 

The objectives of the study were to:- 

 

a) Identify factors influencing internationalization in vehicle export. 

 

b) Evaluate internationalization strategies employed by GMEA in vehicle export.  

 

 

Contributions of the Study 

 

 

The findings of this study would be of value and interest to various stakeholders. 

 

a) GMEA in fully appreciating its internationalization strategies and guiding future policy 

and strategic decisions. 

 

 

b) It will serve as a reference for export oriented industry. 

 

c) The study will provide information that will be useful to Governments in the region in 

designing and implementation of trade policies directed to globalization factors in motor 

sector. 

 

d) It will serve as a framework for developing lobbying points for Kenya Association of 

Manufacturers, Kenya Motor Industry and Kenya Motor Vehicle Assemblers.  

 

e) Other researchers 

 

Other researchers and students of human resource management, motor vehicle industry 

and internationalization will find this study a useful guide in carrying out more research 

in this area. 
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Research Design and Methodology 

 

Introduction 

 
The case study method was chosen in order to allow a thorough and wholistic examination of the 

vehicle export business.GMEA was the natural choice given its significant role in the motor 

industry and as the leading player in vehicle export. The case study was to establish the 

performance trends of Kenya Vehicle Export business in East and Central Africa Region, the key 

success factors, the challenges and factors influencing growth with focus on trade 

policies,product,pricing ,marketing and sales support. It was also to evaluate strategies employed 

by GMEA and recommend other possible strategies. 

 

Research Design 

 

The research relied on primary and secondary data. The primary data was collected by means of 

questionnaire while secondary data was on vehicle sales, vehicle production and business plans 

and was obtained from motor industry reports, Kenya Vehicle Manufacturer`s reports ,GMEA 

human resources data and GMEA business plans. The interpretation of the mean scores arising 

from questionnaire analysis has been guided by the following criteria: 

 

1.0-1.4     Not Important 

1.5-2.4     Fairly important 

2.5-3.4     Important 

3.5-4.0     Very important 

 

Mean scores of 2.5 and above were considered as highly ranked. 

 

 

 

Data Analysis and Findings 

Introduction 

 

The study sought to determine factors influencing business internationalization in motor vehicle 

sector using a case study of General Motors East Africa .The findings are presented here in 

tables and charts where necessary. Out of the 11 questionnaires administered during the data 

collection process, 10 were collected within the time frame and found usable for analysis. This 

shows a response rate of 90.9 %. 
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Reason for GMEA export 
 

Firms internationalize for various reasons generally classified as reactive or proactive. To 

identify reason for GMEA export, the respondents were requested to rate possible areas in a 4 

point likert scale. 

. 

Table 4: Reasons for GMEA Export 

Reason for export Mean Std. 

Deviation 

Growth opportunity 3.9 0.32 

Host country incentive 3.1 0.88 

Incentives in Kenya(local) 2.6 0.67 

Competition locally 2.5 0.71 

Prestige 2.0 1.16 

 

 

The highly ranked reasons for GMEA export are growth opportunity (3.9) followed by host 

country incentive (3.1), local incentive (2.6) and competition locally (2.5) respectively. Prestige 

was ranked low at 2.0.The standard deviations are low indicating a close agreement in responses. 

 

 

 

Key success Factors 

 

Key success factors are those things that most affect industry member`s ability to prosper in the 

market place, for example, the particular strategy elements, product attributes, resources, 

competencies, and competitive abilities (Thompson and Strickland.2003). 

 

 

Table 5: Key success factors 

Factor Mean Std. 

Deviation 

Product quality 3.7 0.48 

Warranty support 3.7 0.48 

Distribution  3.6 0.52 

Pricing  3.5 0.85 

Technical support 3.5 0.85 

Financing  3.4 0.84 

Parts support 3.4 0.84 

Delivery  3.3 0.82 

Brand name 3.2 0.63 

Promotion  2.9 0.99 
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From the data analysis, key success factors play a key role in internalization for the motor 

vehicle industry. The top highly ranked key success factors are product quality(3.7), 

warranty(3.7), distribution(3.6), pricing(3.5) and technical support(3.5) closely followed by 

financing, parts support, deliver, brand name and promotion respectively. 

 

 

Challenges  

 

Table 6: Challenges in Vehicle Export 

Challenge Mean Std. 

Deviation 

Host country regulation, policy 3.6 0.52 

Financial resources 3.5 0.71 

Competition  3.4 0.70 

Tariffs  3.4 0.70 

Market Information 3.3 0.82 

Forex fluctuation 3.2 0.79 

Cost of doing business 3.1 0.74 

Market size 2.9 0.84 

Cultural  2.4 0.54 

 

The top highly ranked challenges are host country regulation (3.6) and financial resources 

respectively. Competition (3.4), tariffs (3.4), market information (3.3), non-tariff barriers (3.2), 

foreign exchange fluctuation (3.2), cost of doing business and market size (2.9) have a 

significant influence. However, cultural factor influence was low. 

 

Strengths and opportunities 

 
The respondents were requested to list the strengths and opportunities in GMEA export business. 

 

Table 7:  Strengths and opportunities 
 Number of 

Respondents 

Frequency 

% 

Brand name 5 50 

Technical support 5 50 

Quality  4 40 

Distribution  4 40 

After sales 3 30 

Qualified staff 2 20 

Location (Nairobi) 2 20 

Regional intergration  2 20 

EAC rules 1 10 

One stop shop 1 10 

Availability 1 10 
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Brand name and technical support are the biggest strengths followed by quality and distribution 

respectively. Opportunity is in regional intergration.The operation of the East African 

Community is attracting a lot of attention and is generally viewed with high expectation of 

positive impact on business.Currently,though a lot is still unfolding and teething problems exist 

with key players actively trying to shape up its course. 

 

Weaknesses and threats 

A weakness is something that a firm lacks, does poorly in comparison to others or a condition 

that puts the firm at a disadvantage.  

 

Table 9: Weaknesses and threats 

 Number of 

Respondents 

Frequency 

% 

Pricing  6 60 

New cheap entrants 5 50 

Promotion  4 40 

Delivery 2 20 

Tariffs EAC/SADC 2 20 

Financing 1 20 

Product Availability 1 10 

Regional integration  2 20 

Customer Enthusiasm 1 10 

Currency fluctuation 1 10 

 

The main weaknesses are unfavourable pricing and promotional activities while the biggest 

threats are the cheap entrants. 

Recommendations for possible strategy 

 

The respondents were requested to offer strategy recommendations on various suggested areas. 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 

 

 

11

Table 10: Recommendations 
 Number of 

Respondents 

Frequency 

% 

Special pricing to beat new entrants/competition 8 80 

More intensive and targeted marketing, promotion 8 80 

Harmonization of regional policies 5 50 

Expand/rationalize product range 4 40 

Appoint more dealers/sub-dealers 4 40 

Introduce low priced product 3 30 

Regular visits by technical team 3 30 

Government policy to support local manufacturers 2 20 

Train more dealers 2 20 

Competent and well capitalized dealers 2 20 

 
The most popular recommendations are providing special/competitive pricing, more intensive 

marketing/promotion, harmonization of regional policy, expanding product range and 

appointment of more dealers respectively. 

 

Conclusion 
 

The study concludes that the Kenya motor vehicle export business is viable despite the historical 

sluggish performance. Internal and external factors influence the success of the business. The 

internal factors include firm`s resources, technical support, product offering, promotion 

programs and distribution whereas external factors include competition, tariffs and regulations. 

The key success factors in vehicle export as deduced from the study are mainly product quality, 

warranty, distribution, pricing and technical support, financing, parts support, delivery, brand 

name and promotion. The main challenges encountered by GMEA are financial support in export 

markets, competition by cheap entrants, tariff, market information and foreign exchange 

fluctuations. The areas of strength for GMEA are the brand name and technical support and 

quality. Great opportunity lies with integration.  

 

For GMEA whose reason for internationalization was growth, it is necessary to understand and 

address the key success factors identified, act on the weaknesses and threats, solidify the 

strengths and closely monitor the opportunities for appropriate responses. Strategy gaps are in 

the areas of pricing, promotion, product offering, distribution and financing.  

 

Recommendations 
 

The study identified a number of recommendations to improve the GMEA export business as:- 

 

1) Intensify marketing promotional activities. These activities could be through 

advertisement, exhibitions and even social responsibility programs. 
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2) Evaluate and implement competitive pricing on selective product to counter the threat of 

new entrants. 

 

3) Review for possible expansion product range to address product gaps. 

 

4) Expand dealer network in areas that are not effectively covered. 

 

5) Continuously review financing options. 

 

6) Play active role in influencing direction and policies of the regional economic block. 

 

7) Maintain the advantage currently employed in the strong brand name, product quality and 

technical support. 

 

 

Suggestions for further research 

 

The case study has identified factors that influence vehicle export and provided strategy 

recommendation. Given the uniqueness of different countries, it is important to conduct country 

specific studies to be more specific. For instance, one could establish and be more specific on the 

actual product offering gaps, financing support required and the applicable marketing mix.  
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