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ABSTRACT 

Relevance – Despite increasing economic growth, African countries are still lagging behind in 

economic development. Today, the food processing industry, which has gained in importance in 

both consumption patterns and global trade, is promising vast growth potentials for developing 

countries. The internationalization of African food processors can subsequently have a substantial 

impact on the development of African countries. However, little is known about how African firms 

internationalize. 

Aims – Therefore, this thesis aims at exploring internationalization strategies of African firms in 

terms of three internationalization dimensions: commitment level, target market and 

internationalization paths. Moreover, explanatory factors of African firm internationalization are 

analysed based on the strategic tripod framework by Peng, Sun, Pinkham, and Chen (2009), i.e. 

industry-related, internal and institutional factors.  

Research Methods – Based on a unique data set of 210 food processors from Kenya, Zambia and 

Tanzania, firms’ internationalization strategies and their explanatory factors are assessed by 

applying statistical analyses, including descriptive, cluster and regression analyses. Moreover, four 

exemplary case studies of African food processors complement the analysis. This allows an 

enhanced understanding of the topic.   

Findings – The analysis shows that internationalization strategies of African firms are unique and 

adapted to the particularities of the African context. More precisely, African firms primarily 

internationalize with low commitment, to regional markets and through upstream paths. There 

are, however, differences between the internationalization paths: Whilst upstream activities are 

often targeting global markets with a high commitment, downstream activities are mainly aimed 

at regional markets with a low commitment. Hence, African firms strongly rely on high-quality 

technology and inputs from global markets due to their lack of availability on the domestic 

market. Whilst upstream internationalization is a prerequisite for successful operations, 

international downstream activities are rather rare.   

Moreover, it is shown that the strategic tripod is a suitable framework for the discussion of 

African firm internationalization strategies, as it can significantly explain the internationalization 

dimensions. More precisely, the commitment level and internationalization paths can be 

explained by all three factors, whereas institutional factors do not impact the target market 

decision of African firms. This indicates that institutions on the target market rather than 
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domestic institutions impact firms’ decisions where to internationalize. Despite being a relevant 

framework, the strategic tripod factors only have limited explanatory power with regard to 

explaining African firm internationalization strategies.   

Implications – This indicates that future research is needed to identify additional explanatory 

factors inside and outside the strategic tripod framework. In addition, the thesis has important 

political implications: In order to promote regional trade, African governments should engage in 

joint investments in infrastructure and strengthen free trade agreements.  
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1. INTRODUCTION 

The increasing integration of global markets creates opportunities, as well as challenges for 

developing countries. Even though the picture of Africa as a ‘hopeless continent’ (Economist, 

2000) has changed to the ‘next Asia’ (Deloitte, 2016), poverty, unemployment and business 

failure rates remain high (Mol, Stadler, & Arino, 2017). More precisely, African firms have to cope 

with the difficult environment in their local economies, which are often dominated by 

institutional voids, corruption and market risks (Khanna & Palepu, 1997). At the same time, local 

companies face fierce competition by foreign companies entering their local markets due to the 

trade liberalization reforms that took place since the 1980s (Moini, Kuada, & Decker, 2016). These 

factors contribute to the poor performance of African companies, which is reflected by stagnating 

exports, particularly in the manufacturing sector (Söderbom & Teal, 2003).   

However, international activities of firms trigger economic development, which is why African 

governments try to stimulate export activities of local firms (Bigsten et al., 2004). So-called export-

led-growth can foster economic growth and contributes to industrialization in developing 

countries (Azam, Calmette, Loustalan, & Maurel, 2001; Greenaway, Morgan, & Wright, 2002; 

Ibeh, 2004; Ibeh, Wilson, & Chizema, 2012; Kuada, 2016; Rutashobya & Jaensson, 2004; 

Söderbom & Teal, 2003). Traditionally, African economies as well as other developing countries 

are mainly exporters of commodities and raw materials (Azam et al., 2001; Ibeh et al., 2012). This 

industry is, however, highly volatile and has little developmental impact due to its isolated nature. 

Hence, more diversified exports are needed in order to positively impact African economies 

(Azam et al., 2001).   

Following Fukunishi (2004), labour intensive manufacturing industries have been proven to be an 

effective catalyst for growth and economic development in the East Asian countries. Amongst 

manufacturing activities in Africa, the food processing sector is of particular importance, as food 

processing firms are increasingly engaging in export activities (Henson & Cranfield, 2009; 

Jongwanich, 2009; Kuada & Sørensen, 1999; Rae & Josling, 2003; Wilkinson & Rocha, 2009) and 

contribute to economic development (Hansen, Langevang, Rutashobya, & Urassa, 2015; Henson 

& Cranfield, 2009; Rae & Josling, 2003). Given its importance for economic development, the food 

processing industry is at the focus of this thesis. Unfortunately, African firms did not manage to 

take full advantage of the positive trend in the trade of processed foods (Athukorala & Sen, 1998). 

It is important to understand how African firms internationalize and what explains their 

internationalization, in order to boost economic growth by triggering international activities of 

African firms. In other words, a better understanding of international activities of African firms 
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and their drivers are needed in order to design supportive policy measures. The topic of my thesis 

is further delimited in the following section. 

1.1 Topic Delimitation   

I assess how African companies internationalize based on the two-pronged research question: 

What are the internationalization strategies of African firms (RQ1)  

and what explains their internationalization strategies (RQ2)? 

More precisely, the internationalization strategies of African firms are explored in terms of three 

internationalization dimensions; namely commitment level (non-equity modes), target market 

(regional vs. global) and internationalization paths (upstream vs. downstream).   

In my thesis, I follow a rather broad definition of internationalization strategies as “a synonym for 

the geographical expansion of economic activities over a national country’s border” (Matlay, 

Ruzzier, Hisrich, & Antoncic, 2006, p.477) and firms’ “involvement in international trade activities” 

(Bakunda, 2003, p.61).  

1.2 Academic Relevance and Contribution of the Thesis  

This section describes how the thesis contributes to existing literature and addresses research 

gaps. International Business (IB) literature was primarily developed in advanced economies and 

focused on multinational companies (e.g. Dunning, 1977; Johanson & Vahlne, 1977), as they were 

traditionally dominating the global economy. Emerging Markets (EMs) and developing countries 

(DCs) were only considered as new target markets for these incumbents (Khanna, Palepu, & 

Sinha, 2005; Meyer, Estrin, Bhaumik, & Peng, 2009).  

More recently, scholars (Luo & Tung, 2007; Mathews, 2006; Ramamurti, 2012) have 

acknowledged the increasing international activities of latecomer firms from emerging markets. 

The theories and strategies discussed within this literature are, however, mostly limited to the 

internationalization of firms from the BRIC (Brazil, Russia, India and China) or East Asian Tiger 

states (Hong Kong, South Korea, Singapore and Taiwan). Hence, internationalization of African 

firms is not sufficiently covered in IB literature (Fukunishi, 2004; Ibeh et al., 2012; Kujala, 2015; 

Mol et al., 2017; Rutashobya & Jaensson, 2004; Tvedten, Hansen, & Jeppesen, 2014) and is only a 

nascent research area (Buckley, 2002; Cuervo-Cazurra & Genc, 2008). In their review ‘The 

Internationalization of African Firms 1995–2011’ Ibeh et al. (2012) provide a comprehensive 

overview of existing literature on the topic and demand for more research of African firm 

internationalization. With my thesis, I follow this call and seek answers to the characteristics and 
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Figure 1:  Thesis Structure  

explanatory factors of international activities of African companies.  

To my knowledge, there is no study about the internationalization strategy of African food 

processors which explores three dimensions of internationalization, i.e. target markets, 

commitment level and internationalization path. Hence, this thesis addresses a gap in the African 

firm internationalization literature. More precisely, I assess whether African firms’ 

internationalization strategies are unique or if they are mere copies of strategies discussed in 

literature.  

Moreover, internationalization of African firms is widely discussed in terms of downstream 

internationalization, e.g. through exporting. In contrast, upstream internationalization strategies 

are rarely considered, despite being a relevant path (Kuada, 2006, 2007; Kuada & Sørensen, 1999; 

Sørensen & Kuada, 1998; Welch & Luostarinen, 1993). As the 

internationalization path includes both upstream and downstream 

internationalization, my thesis substantially contributes to a better 

understanding of African firm internationalization. 

1.3 Structure of the Thesis 

The thesis is structured into ten sections: section 1 introduced the 

topic of the thesis by showing its developmental and academic 

relevance and demarked the focus of the thesis. The second and 

following section describes the methodological procedure of this 

thesis. In addition, I assess the potential research limitations, as well 

as validity and reliability considerations. Section 3 summarizes 

relevant literature in three steps: traditional International Business, 

latecomer and African internationalization literature is reviewed. 

Subsequently, in section 4, the strategic tripod is presented as the 

analytical framework of this thesis. Here, hypotheses about African 

firm internationalization strategies and their explanatory factors are 

derived. Section 5 complements the methodology section as it 

describes the analytical procedure for the quantitative data analysis. 

As a sixth step, the section country and industry context provides an 

overview of the food processing sector, trade in the sector, as well as 

macroeconomic and trade-related figures of Kenya, Tanzania and 

Zambia. In section 7, four exemplary case studies of African food 
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Figure 2: Research Onion. Own creation, after Saunders et al., 2011, p.108 

processors with international activities are described. Section 8 presents the analysis and finding 

of the quantitative data. In section 9, these findings are discussed with regard to existing 

literature and policy implications. Lastly, section 10 draws a conclusion to the topic.  

2. METHODOLOGY 

This section describes the methodological approach of the thesis. “The term methodology refers 

to the theory of how research should be undertaken” (Saunders, Lewis, & Tornhill, 2011, p.3). 

Methodological considerations are important in order to conduct research consistently and in a 

coherent way. Moreover, it provides clarity on the knowledge creation process and on the data 

used. Therefore, this section outlines the methodological approach applied in my thesis. I thereby 

follow Saunders et al.’s (2011, p.108) research onion (Figure 2). Firstly, I describe the philosophy 

of science and, secondly, the research approach. Thirdly, the inner layers of the research onion 

are discussed. Lastly, the methodology is assessed in terms of validity and reliability. 

2.1 Philosophy of Science  

Throughout my thesis, I apply a positivist research philosophy, which has its roots in natural 

science. This philosophy of science advocates that research can be conducted in a structured, 

value-free and objective way (Saunders et al., 2011, p.119). I chose this philosophy of science, as 

it is most appropriate for the assessment of large, quantitative data. By applying a positivist 

research philosophy, I strongly rely on the results of the statistical analyses. 
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Research philosophies are determined by ontological and epistemological considerations: Firstly, 

ontology is a “branch of philosophy that studies the nature of reality or being” (Saunders et al., 

2011, p.507) and determines “if the world of social phenomena is a real and objective world 

endowed with an autonomous existence outside the human mind and independent from the 

interpretation given to it by the subject” (Corbetta, 2003, p.6). Positivism advocates an observable 

social reality. Hence, by applying a positivist research philosophy, I assume that 

internationalization strategies of African firms and their explanatory factors are observable 

phenomena, which are independent of my interpretation.  

Secondly, epistemology is “a branch of philosophy that studies the nature of knowledge and what 

constitutes acceptable knowledge in a field of study” (Saunders et al., 2011, p.591). According to 

positivism, knowledge can only be created through observable phenomena. This means that the 

observed data represents the factual internationalization strategies of African firms. In positivist 

research, the social reality is reduced to simple and measureable elements. This reduces the 

complexity and allows analysing the internationalization strategies of African firms, as well as 

assessing causal relations between the strategies and their explanatory factors. The following 

section describes how measurable elements are identified and operationalized.  

2.2 Research Approach 

A research approach can either be deductive or inductive. An inductive approach is building 

theory by collecting data and subsequently developing a theory about the patterns observed. In 

contrast, a deductive approach is testing an existing theory (Saunders et al., 2011, p.124). In order 

to answer the research question of African firm internationalization strategies and their 

explanatory factors, I follow a deductive approach.   

More precisely, I review existing literature on internationalization extensively by following a three 

step approach and highlight relevant theories and findings of traditional international business 

literature, the latecomer literature, and literature on African firm internationalization.  

I derive hypotheses about the internationalization dimensions by suggesting a three dimensional 

conceptualization of internationalization strategy, namely commitment level, target market, and 

internationalization paths. Thereby, I follow the principle of reductionism, which suggests “that 

problems as a whole are better understood if they are reduced to the simplest possible elements” 

(Saunders et al., 2011, p. 599). Consequently, I break down the research question into simple and 

testable elements, which is a common method of deductive research (Saunders et al., 2011, 

p.125). Moreover, I use the strategic tripod (Peng et al., 2009) as a framework to identify 
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explanatory factors of African firm internationalization strategies in literature. Hence, I do not 

assess all possible explanatory factors and internationalization strategies but focus on a number 

of factors which are discussed in literature. The simplification of a complex reality into operational 

elements is a key characteristic of deductive research, as well as a positivist research philosophy. 

2.3 Research Strategy, Time Horizon and Data Collection 

The positivist research philosophy and deductive approach form the frame of the inner layers, i.e. 

the research strategy, time horizon and data collection.   

In order to assess the internationalization strategies and their explanatory factors, I strongly rely 

on quantitative data of a survey conducted by the Successful African Firms and Institutional 

Change (SAFIC) project1. The SAFIC project is led by the Centre for Business and Development 

Studies of Copenhagen Business School and involves researchers from Roskilde University, 

University of Dar es Salaam, University of Nairobi, and University of Zambia. The aim of the 

project is to investigate “how and why African firms are able to be successful in changing business 

and institutional environments” (CBS Website, 2017).  

Between 2014 and 2015 the SAFIC team conducted lengthy onsite interviews with 210 food 

processors in Kenya, Tanzania and Zambia. The data is unique in terms of depths and sample size 

and is therefore adequate for positivist research. Positivist philosophy of science requires a large 

sample size based on which hypotheses can be tested and verified.  Therefore, I identify variables 

within the data set, which are relevant for the research questions and the hypotheses derived. In 

line with the deductive research approach, I use these variables to conduct statistical analyses 

with the IBM SPSS Statistics 24 software. These statistical analyses correspond to the knowledge 

creation process of positivist research. The statistical analysis procedure is further described in 

section 5.   

Moreover, I complement the quantitative findings with multiple case studies, i.e. qualitative data. 

More precisely, I conducted four semi-structured interviews between February and April 2017 via 

Skype with founders of food processing companies in Kenya, Zambia and Tanzania. I use cross-

sectional data, which only provide a snapshot of the international activities of African firms2. 

                                                           
1
 Michael Wendelboe Hansen, Director of the Centre for Business and Development Studies at Copenhagen 

Business School, provided me access to the data. Due to time and monetary restrictions, it was not possible 
to conduct the interviews myself. Please note that the SAFIC project team worked several month on the 
data collection, which is beyond the time frame for a master thesis provided by Copenhagen Business 
School. 
2
 Please note that whilst I conduct cross-sectional research, the time of data collection differs between 

quantitative (2013-2014) and qualitative data (2017). 
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Thereby, I used a typical case sampling (Saunders et al., 2011, p.240). Following Seawright and 

Gerring (2008), typical or representative cases “are typical examples of some cross-case 

relationship” (p.297). Hence, the cases either confirm or disconfirm the findings of the 

quantitative analysis. Moreover, they “provide an illustration of what is typical” (Saunders et al., 

2011, p.240) for the internationalization strategies of African firms.   

The combination of qualitative and quantitative methods allows gaining a more realistic picture of 

the internationalization strategies in Africa. According to Teye (2012), combining quantitative and 

qualitative research in Africa enables an enhanced understanding of the research topic. The two 

research strategies complement each other and can therefore effectively explain complex topics 

(Teye, 2012).  

Lastly, I use various primary data: Most importantly, I assess the survey of 210 African food 

processors. Other quantitative data includes macroeconomic- and trade-related figures by the 

World Bank Databank (2017) or Transparency International (2017), which is used to describe the 

country-specific context. As mentioned above, qualitative primary data is gathered in four 

interviews. Moreover, secondary data, including academic papers, newspaper articles and 

company websites are used to increase knowledge about the cases. Lastly, literature on 

internationalization, as well as the food processing industry is used.  

2.4 Assessment of Research Findings 

After having described the methodological approach, this section assesses the credibility of my 

research findings in terms of reliability and validity, as these are important outcomes of positivist 

research (Golafshani, 2003).  

As described above, I follow a coherent methodology in my thesis, as I combine positivism with 

deductive research. The derivation of hypotheses and statistical testing is a suitable strategy 

within this research framework and allows making law-like generalisations (Saunders et al., 2011). 

Nevertheless, a positivist research philosophy sets strict conceptual lenses which do not allow 

room for interpretation. According to Schrag (1992), one major criticism of positivism is that “the 

paradigm tries to account for the rich and unpredictable complexity of human interaction by 

means of a few isolated variables. This reduces complex human dynamics to simplistic patterns” 

(p.5). Hence, information might be undermined by breaking down the observable reality into 

operational elements. This is particularly true for explanatory factors of African firm 

internationalization strategies which lie outside the analytical framework.  
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In addition, there are some limitations with regard to nature of the data: Unfortunately, I could 

not conduct the survey with 210 African companies myself, which potentially limits the internal 

validity of the findings. The purpose of the survey was not specifically to evaluate the 

internationalization of African firms, but covered a variety of business areas and topics, such as 

management, strategies, performance and relations.  

Consequently, one of the key dependent variables, i.e. the target market of international 

activities, is only measured for downstream activities. However, I compensated this weakness by 

including multiple case studies, which provide in-depth information on the target market of 

African firms.  

Moreover, there is an inconsistency with regard to the export intensity. The export intensity 

measured as the percentage of total sales that is exported does not correspond the sum of 

percentage of sales to the regional and global market3. The discrepancy exists due to missing 

data. Even though this is certainly a limitation of the data, the inconsistencies are only minor and 

the fact that there are two measures of export intensity within the data show the depth and 

breadth of the data.   

Besides these limitations, the data is certainly a core strength of my thesis: Firstly, the scope and 

breadth of the data is unique in the African context. Secondly, the data was gathered in onsite 

interviews by a team of academic researchers and the variables for the analysis are chosen 

carefully. Moreover, I use both quantitative and qualitative primary data in order to enhance my 

understanding of African firm internationalization strategies and their explanatory factors. The 

combination of statistical analyses with multiple case studies provides both a breadth and depth 

of information. Hence, the findings are internally valid.  

Moreover, the large survey sample size of 210 African companies constitutes the external validity 

or generalizability of the findings. In a positivist research philosophy, generalizations are accepted 

and common. This means that findings about African firm internationalization are “equally 

applicable to other research settings” (Saunders et al., 2011, p.158). Nevertheless, there could be 

a sampling bias, as only successful African companies, which are operational for more than five 

years, took part in the survey. Hence, the sample might not be completely representative of 

African companies, which are often failing within the first years. Moreover, the companies are 

mostly located in urban areas, which could potentially facilitate their internationalization 

strategies. In addition, the food processing sector is gaining increasing importance in the global 

                                                           
3
 The discrepancy of the data is shown in the Figures 14 and 15 
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trades and is therefore very dynamic. Hence, the results can only be generalized to food 

processing companies in the three countries, i.e. Kenya, Tanzania and Zambia. With regard to 

other African countries and industries, the specificities of the context have to be assessed before 

making generalizations.   

Lastly, reliability is associated with the creation of consistent findings and the reproduction of the 

findings under a similar methodology (Golafshani, 2003; Saunders et al., 2011). As I follow 

common statistical procedures for the analysis of the quantitative data, my research is strongly 

reliable. In section 5, I describe my analytical procedure in detail, which allows replicating a similar 

methodology. The use of common statistical procedures is an important method within positivist 

research.  

After having described and assessed the methodology of my thesis, literature on 

internationalization strategies and theories is reviewed.  

3. LITERATURE REVIEW 

This section reviews the literature which is relevant to the internationalization strategies of 

African firms, i.e. how they internationalize. This is necessary in order to understand whether 

African firms’ internationalization strategies are unique or mere copies of traditional strategies. 

Today, economic activities are shaped by globalization and markets are becoming increasingly 

international (Morgan & Katsikeas, 1997). As defined earlier, internationalization is “a synonym 

for the geographical expansion of economic activities over a national country’s border” (Matlay et 

al., 2006, p.477).  

In IB literature, internationalization strategies of firms are a key topic (Buckley, 2002) and “there is 

a wide range of potential paths any firm might take in internationalization” (Welch & Luostarinen, 

1988, p.43). In the following, I review existing theories and approaches to internationalization 

strategies in three steps: Firstly, I review traditional IB theories on internationalization and show 

their limitations in a DC context. It is important to understand traditional strategies in order to 

assess the uniqueness of African internationalization strategies. Secondly, key findings of the 

latecomer literature of Emerging Market Multinationals (EMNEs) are presented, in order to show 

how firms from a less developed context internationalize. Thirdly, I summarize literature on 
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African firm internationalization. In line with my conceptualization of internationalization, I 

thereby focus on non-equity modes of internationalization4. 

3.1 Traditional Internationalization Theories 

Internationalization is a key topic in IB literature and there have been various attempts to explain 

how companies internationalize and what explains their activities. Thereby, literature is mainly 

focusing on downstream internationalization (Karlsen, Silseth, Benito, & Welch, 2003; Naldi & 

Zahra, 2007), i.e. how companies enter foreign markets through exporting. In the following, two 

key approaches to firm internationalization in IB literature are summarized with focus on non-

equity modes. Firstly, the stages model or Uppsala Model is summarized due to its importance in 

explaining export activities of firms. Secondly, the OLI framework or eclectic paradigm is 

described, as it is amongst the most influential IB theories explaining internationalization 

strategies. Whilst it was originally developed in order to explain FDI, I point out its relevance in 

explaining export activities, due to the focus on non-equity modes of internationalization.  

3.1.1 The Stages Model 

In IB literature, there are a number of stages models (Chetty & Campbell‐Hunt, 2003), which 

conceptualize internationalization as a gradual and sequential process. The most popular one, the 

Uppsala Model, was developed by Swedish Scholars (Johanson & Vahlne, 1977; Johanson & 

Wiedersheim‐Paul, 1975) and assumes “that the firm first develops in the domestic market and 

that the internationalization is the consequence of a series of incremental decisions” (Johanson 

& Wiedersheim‐Paul, 1975, p. 306). Hence, firms use their strong position on the domestic market 

in order to internationalize. A second underlying assumption of the Uppsala Model is that lack of 

knowledge and resources are obstacles to internationalization (Johanson & Wiedersheim‐Paul, 

1975). This assumption is based on the concept of liability of foreignness, which is the additional 

cost which foreign firms face when entering foreign markets and constitutes a competitive 

disadvantage of foreign companies vis-à-vis local companies (Hymer, 1960; Zaheer, 1995). 

Johanson and Vahlne (1977, 2009) argue that the impact of the liability of foreignness varies with 

the degree of psychic distance between countries. Psychic distance can be defined as cultural, 

economic, institutional and geographic factors “that make it difficult to understand foreign 

environments” (Johanson & Vahlne, 2009, p.1412), and determines barriers and risks to 

internationalization. Hence, when countries are relatively close in terms of psychic distance, the 

                                                           
4
 Section 4.1.1 conceptualises commitment level as only including non-equity modes of internationalization, 

as DC firms’ growth aspirations do not go beyond exporting (Vernon-Wortzel, Wortzel, and Deng, 1988) 
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liability of foreignness is low (Johanson & Vahlne, 2009).  Johanson and Vahlne (1977) assume 

that the lack of knowledge can be overcome through operations abroad. In order to keep the 

liability of foreignness and experienced obstacles low, firms will, at a first stage, only enter 

geographically close markets with a similar cultural, economic and institutional environment 

(Rugman, Verbeke, & Nguyen, 2011). Through an experiential learning process, firms’ ability to 

overcome the liability of foreignness increases and firms expand into more distant markets 

(Johanson & Vahlne, 1977, 2009; Johanson & Wiedersheim‐Paul, 1975).   

Hence, firms commence their international activities in markets that are similar to their domestic 

market and afterwards incrementally enter markets with a larger psychic distance. This increasing 

geographical expansion determines one dimension of the sequential process. The second 

dimension consists of the mode of operation, which is characterized by a similar process:  

When internationalizing, firms initially choose modes of operation with a low commitment level, 

in order to limit the risks and obstacles of foreign markets. More precisely, firms initially engage in 

indirect exporting through a sales agent, through which they acquire experiential market 

knowledge (Johanson & Vahlne, 1990). This experiential knowledge incrementally allows them to 

establish a sales subsidiary in a foreign market (i.e. direct exporting) and ultimately to set up 

production facilities overseas (Johanson & Vahlne, 1977, 1990; Johanson & Wiedersheim‐Paul, 

1975).   

The stages model suggests that “internationalization is a cumulative, path-dependent process 

whereby a firm’s international expansion pattern is a function of its past international experience 

and knowledge base” (Rugman et al., 2011, p.13). In other words, firms internationalize by 

gradually entering new stages in terms of markets and mode of operation by reducing their initial 

barrier to internationalization, i.e. psychic distance, through experiential learning and foreign 

market commitment. 

3.1.2 Dunning’s Eclectic paradigm 

In contrast to the stages model, which explains the establishment of marketing-oriented 

operations in foreign markets (Johanson & Vahlne, 1990), Dunning (1977) developed an approach 

to explain international production, i.e. equity modes of internationalization. Even though his 

eclectic paradigm is mainly used to explain FDI, it provides useful insights on other, non-equity 

modes of internationalization (Agarwal & Ramaswami, 1992; Chung & Enderwick, 2001; Dunning 

& Buckley, 1977; Kim & Hwang, 1992). According to Dunning (1977; 1988) companies engage in 

FDI if they possess three types of advantages: 1) Ownership-specific, 2) Location, and 3) 

Internalization (OLI) advantages. The combination of these OLI advantages determines where and 
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how firms internationalize.   

Firstly, firms have to possess a bundle of valuable, rare, sustainable and inimitable resources and 

capabilities (Barney, 1991), which constitute their ownership-specific advantages or firm-specific 

advantages (FSAs), such as brands or technology (Matlay et al., 2006; Rugman et al., 2011; Yiu, 

Lau, & Bruton, 2007). These advantages are needed to compete with the local companies in 

foreign markets in order to account for the additional costs of their liability of foreignness 

(Agarwal & Ramaswami, 1992; Dunning, 2000; Hymer, 1960; Zaheer, 1995). Hence, firms leverage 

resources and capabilities they developed in their domestic market in order to enter foreign 

market. Through the exploitation of assets and the transfer to other markets, companies obtain a 

competitive advantage when internationalizing (Caves, 1971; Dunning, 1977; Hymer, 1976). Even 

though ownership advantages are required for a successful internationalization, the resources 

and capabilities needed for exporting are much lower than for FDI.   

Secondly, location advantages determine the choice of the target market. In order to move the 

production abroad, firms have to identify location advantages of foreign in comparison to the 

domestic market (Dunning, 1977; Dunning, 1998). These advantages can be, amongst others, 

natural resources, the availability or costs of factor markets, product demand, policies or market 

structure (Rugman et al., 2011). If foreign markets do not have any locational advantages, firms 

will base their production facilities at home and internationalize through non-equity modes, e.g. 

exporting (Agarwal & Ramaswami, 1992; Chung & Enderwick, 2001; Kim & Hwang, 1992).  

Thirdly, the internalization advantages are derived from building economies of scale and scope of 

economic activities. Based on internalization theory (Buckley & Casson, 2009; Hennart, 1991), 

Dunning (2000) suggests that “the greater the net benefits of internalizing cross-border 

intermediate product markets, the more likely a firm will prefer to engage in foreign production 

itself” (p. 164). Hence, internalization advantages directly influence the entry mode decision of 

internationalization (Rugman et al., 2011). Companies only engage in FDI if the hierarchy costs of 

establishing a foreign production facility are less than the contractual costs of a licensing 

agreement or the transaction costs of exporting to foreign markets (Dunning, 2000; Hennart, 

1991). Hence, internalization advantages are not required for exporting activities.   

In summary, the combination of OLI advantages determines the entry mode, target market and 

competitive advantage of firms’ internationalization. More precisely, it can determine whether a 

firm internationalizes through exporting or equity modes. 
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3.1.3 Critique of Traditional Theories 

Despite the wide acknowledgement of the traditional internationalization theories, there are 

some limitations when it comes to EM or DC firms. In the following, I therefore summarize the 

criticism raised in literature about the traditional IB theories and thereby focus on a less 

developed country perspective. Hence, I do not account for completeness of the limitations of the 

stages model and eclectic paradigm.   

Firstly, the stages model is widely criticized for its path-dependency and for being too 

deterministic, as empirical evidence shows that firms do not always follow sequential steps when 

internationalizing (Kuada, 2006; Kujala, 2015; Matlay et al., 2006; Sørensen & Kuada, 1998; 

Zafarullah, Ali, & Young, 2008). In a DC context, the path-dependent, pre-determined 

internationalization path is not applicable “due to the sizes, ownership structures, resource 

disadvantages and limited managerial capabilities of these firms” (Kuada, 2006, p.8). As 

mentioned earlier, some DC firms’ internationalization ambitions might not go beyond exporting, 

as the establishment of foreign production facilities might be beyond their optimal capacities 

(Vernon-Wortzel, Wortzel, & Deng, 1988). Hence, both the stages model and eclectic paradigm 

are strongly limited in explaining DC firm internationalization, as they include equity modes of 

internationalization.    

Secondly, it is criticized that the traditional theories were developed in a Western context 

(Bonaglia, Goldstein, & Mathews, 2007; Cuervo‐Cazurra, 2012; Mathews, 2006; Ramamurti, 2008, 

2012; Sørensen & Kuada, 1998; Zafarullah et al., 2008). Johanson and Wiedersheim‐Paul (1975), 

for instance, grounded their stages model on a case study of Swedish firms. However, “western 

companies take for granted a range of institutions that support their business activities, but many 

of these institutions are absent in other regions of the world” (Khanna & Palepu, 1997, p.41). 

Hence, these theories cannot be blindly copied to a new context (Gaur & Kumar, 2010; Kuada, 

2006; Matenge, 2011; Wright, Filatotchev, Hoskisson, & Peng, 2005). Similarly, most of traditional 

IB literature was developed in the 1970s, when the global economy was very different than today. 

Due to advances in technology and infrastructure, the world is much flatter than it ever was 

before (Friedman, 2005) and internationalization is not a privilege which is only achievable for the 

largest and strongest companies anymore (Mathews, 2006).   

Today, a large number of SMEs and entrepreneurs are operating internationally (Bell, 

McNaughton, Young, & Crick, 2003; Chetty & Campbell‐Hunt, 2003; Mathews, 2006), which 

cannot be explained by traditional theories (Wright, Westhead, & Ucbasaran, 2007), as they focus 

on large and mature companies (McDougall, Shane, & Oviatt, 1994; Oviatt & McDougall, 1994; 
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Oviatt & McDougall, 2005; Ramamurti, 2008, 2012). Moreover, the phenomenon of born global 

firms (Fletcher, 2001; McDougall et al., 1994; Oviatt & McDougall, 1994; Oviatt & McDougall, 

2005) or accelerated internationalization (Guillén & García-Canal, 2009; Mathews, 2006) is not 

addressed. Hence, the traditional theories only focus on a certain type of large, established MNEs 

which does not reflect the diversity of African firms.  

These incumbent firms of traditional IB theories generally have a strong domestic market position 

and rely on these strong resources. Hence, traditional Western companies engage in asset-

exploitation when entering foreign markets. This strategy is, however, not applicable for DC or EM 

firms, as their domestic markets are too small or too little competitive in order to develop the 

necessary resources and capabilities needed to compete in international markets (Hennart, 2012; 

Kuada, 2006). Hence, resource scarcity forces EMNEs to “internationalise in order to build their 

advantages – a reversal of the traditional perspective” (Bonaglia et al., 2007, p.5). The so-called 

asset-augmentation strategy and other innovative strategies of firm internationalization 

employed by latecomer firms are summarized in the following section. 

3.2 Latecomer Literature 

Due to the above mentioned shortcomings of traditional theories and the increasing emergence 

of internationalization activities from DCs and EMs, a new literature stream came up. The so-

called latecomer literature is increasingly gaining popularity in IB literature and is a first attempt 

to explain internationalization strategies from a less developed context. Hence, it might provide 

insights to the internationalization strategies of African firms.   

There is, however, wide discussion if new theories are needed to describe EM firm 

internationalization (Guillén & García-Canal, 2009; Luo & Tung, 2007; Mathews, 2006) or if the 

traditional theories can sufficiently explain the new phenomenon (Dunning, 2006; Dunning & 

Lundan, 2008; Narula, 2006). A third group of scholars suggests adapting existing 

internationalization theories, such as the OLI paradigm, to the EM context (Cuervo‐Cazurra, 2012; 

Ramamurti, 2008, 2012). Existing literature on EM firm internationalization can be divided in two 

waves (Cuervo‐Cazurra, 2012; Jormanainen & Koveshnikov, 2012; Stucchi, 2013). In the early 

1980s, EM firms accessed the global economy through export strategies, which allowed them to 

grow their domestic economy (Aulakh, Rotate, & Teegen, 2000; Yiu et al., 2007). Hence, EM firms 

traditionally engaged in non-equity modes of internationalization. This picture changed in the 

2000s, when EM firms increasingly complemented their export activities with FDI (Gaur & Kumar, 

2010). Consequently, current literature often describes equity modes of internationalization, e.g. 

through acquisitions or joint ventures (JVs) (Luo & Tung, 2007; Mathews, 2006; Ramamurti, 2008). 
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Even though the focus of these theories is different than the internationalization strategy I apply 

in my thesis, they provide important insights on how EM firms are different from Western firms. 

Whilst latecomer firms are very diverse (Guillén & García-Canal, 2009; Ramamurti, 2008), they 

take similar approaches when internationalizing (Stucchi, 2013): 

As described earlier, ownership advantages or FSAs facilitate the internationalization of 

companies (Dunning, 1977). According to Ramamurti (2004, 2012) firms in EMs possess other 

ownership advantages than traditional firms, which stem from the institutional context in which 

they operate. In contrast, other scholars argue that firms in EMs do not have any FSAs and that 

their success on the global market solely depends on their access to CSAs, such as cheap labour or 

natural resources (Rugman & Li, 2007). As these CSAs can be copied more easily than ownership 

advantages, Rugman (2009) questions the sustainability of the competitiveness of such EM firms. 

Even though other scholars agree with Rugman’s (2009) view that EM firms have competitive 

disadvantages with regard to firm-specific factors such as a small size, or lack of technological 

capabilities (Bartlett & Ghoshal, 2000; Cuervo-Cazurra & Genc, 2008; Dawar & Frost, 1999; Guillén 

& García-Canal, 2009), they conceptualize EM internationalization more positively. According to 

Luo and Tung (2007) and Mathews (2006), latecomer firms do not have ownership advantages, 

which prevents them to exploit existing resources and capabilities, as suggested by traditional 

theories. Moreover, they downplay the importance of ownership advantages in 

internationalization by suggesting that EM firms find innovative ways in order to acquire instead 

of exploit capabilities (Luo & Tung, 2007; Mathews, 2006).  

Asset augmentation or strategic asset seeking is a key strategy of latecomer internationalization 

and allows them to overcome their competitive disadvantage (Luo & Tung, 2007; Makino, Lau, & 

Yeh, 2002; Mathews, 2006), and to move up the value curve by upgrading their capabilities 

(Bartlett & Ghoshal, 2000; Dawar & Frost, 1999; Li, 2007). More precisely, they do not access the 

global market based on their competitive advantages, but based on their ability to leverage 

ownership advantages from the strengths of other firms (Bonaglia et al., 2007; Mathews, 2006). 

Consequently, “many of the enterprises from developing countries grow large as they 

internationalize; conversely, they internationalize in order to grow large” (Bonaglia et al., 2007, 

p.2). Firms pursuing this asset-augmentation strategy mainly internationalize to developed 

markets (Makino et al., 2002; Yamakawa, Peng, & Deeds, 2008), i.e. through upmarket 

internationalization (Ramamurti, 2008). According to Mathews (2006), EM firms benefit from 

linkages to established firms through which they can leverage resources for their 

internationalization. Similarly, Luo and Tung (2007)’s springboard perspective suggests that EM 
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firms aggressively acquire assets from mature MNEs in order to compensate for the institutional 

constraints in their domestic markets. Ramamurti (2012) is going a step further and argues “that 

EMNEs go abroad to obtain technologies and brands primarily for exploitation in their home 

markets, not abroad” (p. 43). Hence, firms with a large domestic home market might be primarily 

engaged in upstream internationalization in order to strengthen their position on the domestic 

market.   

Even though Dunning (2000) already described asset seeking as an internationalization motive, 

asset augmentation instead of asset exploitation are a unique feature of EM firms, which require 

an adaptation of internationalization strategies. EM firms engage in organizational and strategic 

innovation, which are well adapted to the current composition of the global economy, as they are 

less constrained by long-existing structures and path-dependency (Guillén & García-Canal, 2009). 

They use this freedom to adapt “a variety of global organizational forms, from highly 

unconventional global cellular clusters to web like integrated global operations” (Mathews, 2006, 

p. 16).    

Whilst the organizational forms of EM companies are diverse, Mathews (2006) proposes an LLL 

framework which emphasizes the pattern of linkages, leveraging and learning in EM 

internationalization. Latecomer firms complement incumbents’ strategies by building linkages to 

them through licensing, contract servicing, JVs or strategic alliances. This allows them to enter the 

global market which is dominated by a number of well-established firms (Bonaglia et al., 2007). 

According to Ramamurti (2008), EM firms achieve to establish these relations based on a low-cost 

partner strategy, i.e. by becoming a low-cost supplier for incumbents in high-wage countries. 

Based on these linkages, latecomer firms leverage resources and thereby enhance their 

capabilities (Guillén & García-Canal, 2009; Li, 2007; Mathews, 2006). Through repeated leverage 

and linkage processes, EM firms improve their organizational learning capacity. Consequently, EM 

firms can engage in linkage and leverage processes more effectively, which accelerates their 

internationalization process (Mathews, 2006).  

Accelerated internationalization is another outstanding feature of latecomer firms (e.g. Bonaglia 

et al., 2007; Luo & Tung, 2007; Mathews, 2006), which is against the traditional, incremental 

internationalization process (Johanson & Vahlne, 1977). Through their flexible and adaptive 

organizational structures, EM firms are not path dependent and can make use of multiple existing 

international networks (Bonaglia et al., 2007; Mathews, 2006). Hence, a high number of linkages 

allow them to internationalize very rapidly. Similarly, Luo and Tung (2007) propose that a series of 

strategic asset-seeking measures can be a springboard for EM firm internationalization.   
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Moreover, latecomer firms rely on their domestic CSAs, such as natural resources or cheap labor 

costs (Ramamurti, 2008; Rugman & Li, 2007). Whilst these locational advantages are also 

considered in traditional IB theory, they play a different role in the latecomer literature: In EM, 

local firms tend to have preferential access to local resources and markets (Ramamurti, 2008). As 

the CSAs are not freely available to all firms, these ‘complementary local assets’ could be 

considered as FSAs (Hennart, 2009; Ramamurti, 2008). In addition, latecomer firms are often 

actively supported by their governments (Luo & Tung, 2007; Narula, 2006; Ramamurti, 2008), e.g. 

through protectionist policies or preferential regulations, which facilitates their 

internationalization.  

Despite the support of some governments, EMs are characterized by weak institutions and a 

difficult business environment (Khanna & Palepu, 1997). Based on their experience with 

detrimental institutional settings, latecomer firms develop strong political capabilities, which they 

exploit in their internationalization strategy (Cuervo-Cazurra & Genc, 2008; Guillén & García-

Canal, 2009). When entering other emerging markets with similar institutional environments, 

latecomer firms rely on their adversity advantages, i.e. “their ability to function effectively in the 

difficult conditions of emerging markets” (Ramamurti, 2008, p.7) and thereby outcompete 

Western firms (Cuervo-Cazurra & Genc, 2008). EM firms pursuing a ‘local optimizer strategy’, for 

instance, adapt products to the needs of their domestic markets, e.g. by offering more affordable 

products, and subsequently export them to other EMs (Ramamurti, 2008).  

Hence, the institutional setting directly shapes latecomer firms’ strategies, as well as those of 

African firms. There are, however, further factors which determine African firm 

internationalization, which are described in the following section.  

3.3 African Firm Internationalization 

In IB literature, African firms received little consideration and studies on African firm 

internationalization are scarce (Che Senik, Scott-Ladd, Entrekin, & Adham, 2011; Demeke & 

Chiloane-Tsoka, 2015; Hansen et al., 2015; Ibeh et al., 2012; Kuada, 2006; Matenge, 2011; 

Rutashobya & Jaensson, 2004). Whilst theories and theoretical discussion on EM firms constitute 

a new literature stream, research on African firm internationalization is limited to a few 

exploratory studies5 (Ibeh et al., 2012) and is lacking theoretical approaches and frameworks 

(Kuada, 2006). In the following, I summarize some key findings on African firm internationalization 

and describe their internationalization process.   

                                                           
5
 Please have a look at Ibeh, Wilson, and Chizema  (2012) for a comprehensive review of these studies. 
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Firstly, internationalization is a strategic decision of African firms, as they proactively plan these 

activities (Crick, Kaganda, & Matlay, 2011; Ibeh, 2004; Ibeh, Ibrahim, & Ezepue, 2007). According 

to Williams (2008) “export initiation is a result of a planned systematic approach to international 

market rather than a mere response to fortuitous circumstances” (p.101). Exports of Nigerian 

firms, for instance, are mostly triggered by growth aspirations and proactive opportunity search 

(Ibeh et al., 2007). In addition, the nature of African domestic markets pushes firms to 

internationalize: Firstly, the small size of African markets forces local companies to either 

internationalize or diversify their products in order to obtain sufficient turnover (Kuada, 2006; 

Tvedten et al., 2014). Similarly, some African firms internationalize in order to escape the difficult 

local market environment (Azam et al., 2001; Ibeh et al., 2012).  

In an African context, most internationalization studies focus on exporting (Ibeh et al., 2012). This 

is not surprising, as Vernon-Wortzel et al. (1988) found that DC firms’ growth aspirations often do 

not go beyond exporting. Moreover, African firms prefer to export as it involves less resource 

commitment than other entry modes, which mitigates the risk and uncertainties of foreign 

market entry (Demeke & Chiloane-Tsoka, 2015; Rutashobya & Jaensson, 2004).   

Even though exporting is the preferred entry mode of many African companies, they only have a 

low export intensity and Sub-Saharan Africa’s share of global exports was decreasing in the past 

years (Bakunda, 2003; Ibeh et al., 2012; Seyoum, 2007). However, there are large differences 

between countries and industries: South African firms, for instance, export more than their 

Nigerian (Söderbom & Teal, 2003) or Tanzanian counterparts (Grenier, McKay, & Morrissey, 

1999).  

Most studies on African firm internationalization focus on exporting (Ibeh et al., 2012), i.e. 

downstream internationalization. In contrast, upstream internationalization, such as importing of 

technology and inputs, has been barely considered (Kuada, 2006, 2007; Kuada & Sørensen, 1999; 

Sørensen & Kuada, 1998). In a DC context, this one-sided contemplation of internationalization is 

particularly misleading, as institutional voids on factor or labour markets (Khanna & Palepu, 1997) 

make it necessary to leverage resources from foreign markets (Kuada & Sørensen, 1999). 

However, it requires that African firms find suitable partners abroad, which are willing to 

collaborate.  Internationalization by upstream activities is of high importance for African firms and 

allows them to augment their assets. More precisely, the establishment of business activities with 

foreign suppliers provides African firms with information, which facilitates downstream 

internationalization (Kuada, 2006, 2007). “Upstream resource leveraging is *therefore+ a 

necessary requirement for downstream international expansion” (Kuada, 2006, p.12). After 
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having successfully established relations to foreign suppliers, African firms sometimes combine 

upstream and downstream internationalization by sequential or concurrent activities (Kuada, 

2006, 2007). This is in line with research by  Wangwe (1995) who identified four stages of 

internationalization, based on case studies of African firms (Bakunda, 2003): Firstly, African firms 

import products for the local market. Secondly, they import technology in order to set up local 

production plants. Only after this upstream internationalization, they engage in downstream 

activities by marketing products to the regional and subsequently global market (Wangwe, 1995). 

Hence, upstream and downstream activities are mutually reinforcing each other and can 

strengthen the internationalization process (Kuada & Sørensen, 1999). In contrast, 

internationalization by downstream activities only is rare amongst African firms and only possible 

if the companies fulfil one of the following conditions: Either “the production of uniquely 

designed ethnic products, inclusion in global production networks by lead firms or taking 

advantage of government export development policies” (Kuada, 2006, p. 16). 

Whilst Kuada (2006, 2007) emphasizes asset augmentation through upstream activities, other 

scholars argue that African firms learn by exporting (Biggs, Shah, Srivastava, & Mundial, 1995; 

Boermans, 2010; Fafchamps, El Hamine, & Zeufack, 2008). According to the learning-by-exporting 

hypothesis, “firms acquire knowledge from their experience abroad and obtain foreign technology 

transfers which boost productivity” (Boermans, 2010, p.1). In an econometric study with data 

from Cameroon, Kenya, Ghana and Zimbabwe Bigsten et al. (2004) support for the learning-by-

exporting hypothesis is provided. Hence, firms with previous international experience are more 

likely to start or keep up export activities (Söderbom & Teal, 2003) and tend to export more 

(Rankin, 2001). Thereby, the export destination determines the learning outcome and thereby 

shapes African companies: According to Boermans (2010) “firms that export outside Africa 

become more capital intensive” (p.1). In contrast, Granér and Isaksson (2002) and Mengistae and 

Pattillo (2004) find evidence that Kenyan firms also benefit from learning effects when exporting 

to other African markets. However, Kenyan firms learn more when trading goods outside Africa 

(Mengistae & Pattillo, 2004).  

Other studies distinguish between different types of experiential learning: The ability of Moroccan 

firms to learn how to adapt products to the target market (market learning) rather than learning 

how to produce more cost effectively (productivity learning) facilitates their internationalization 

process (Fafchamps et al., 2008). Other scholars (Boermans, 2010; Mengistae & Pattillo, 2004; van 

Biesebroeck, 2003) argue for the self-selection rather than the learning-by-exporting hypothesis. 

According to this hypothesis, “relatively efficient firms self-select into exports activities” (Granér 
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& Isaksson, 2002, p. 64).   

Moreover, a number of studies (Bakunda, 2003; Bigsten et al., 2004; Chowdhury, 2006; Ibeh & 

Young, 2001; Mengistae & Pattillo, 2004; Obben & Magagula, 2003; Rankin, Soderbom, & Teal, 

2006; Söderbom & Teal, 2003) explore firm-specific differences between exporting and non-

exporting firms. With regard to resources, large African firms were found to be more engaged in 

exporting than small companies (Abor, Adjasi, & Hayford, 2008; Azam et al., 2001; Bigsten & 

Söderbom, 2006; Obben & Magagula, 2003; Rankin et al., 2006; van Biesebroeck, 2003) and that a 

certain minimum size has to be reached for international activities to take place (Teal, 1999). 

Moreover, evidence from South Africa suggests that firms with access to capital are more likely to 

export (Gumede & Rasmussen, 2002). Hence, these findings are in line with traditional IB theories 

which emphasized the role of firm-specific advantages. In contrast, African firm studies about the 

influence of length of operation on internationalization contradict the Western theories, as an 

inverse relationship between years of operation and exporting was identified. In a study on 

Moroccan firms, Fafchamps et al. (2008) found that young firms are more engaged in exporting 

than older firms, which are unlikely to take on export activities. More precisely, new products by 

young firms are exported directly after their creation and the export intensity increases after 2 to 

3 years of international activities, which indicates a learning process in internationalization 

(Fafchamps et al., 2008). Similarly, evidence from Ghana suggests that young firms have a higher 

export intensity (Abor et al., 2008).  

In line with the learning-by-exporting argument, African manufacturing firms which export are 

more productive than their non-exporting counterparts (Mengistae & Pattillo, 2004; Söderbom 

& Teal, 2003; Teal, 1999; van Biesebroeck, 2003). Other capabilities characterizing African 

exporters are their ability to access information (Gumede & Rasmussen, 2002), as well as 

innovation (Robson & Freel, 2008). Moreover, managerial factors and management support plays 

an important role for African firm internationalization (Ibeh & Young, 2001). More precisely, level 

of education (Gumede & Rasmussen, 2002; Obben & Magagula, 2003) and language proficiency 

(Obben & Magagula, 2003) impact the success and export intensity of South African and Swazi 

firms. In addition, international experience and pre-internationalization business trips facilitate 

exporting amongst African firms (Bakunda, 2003; Kuada & Sørensen, 1999; Obben & Magagula, 

2003). 

Even though exporters have stronger resources and capabilities than non-exporters, African firms 

in general tend to lack ownership advantages, such as capital, technology, managerial capabilities 

(e.g. Craig & Douglas, 1997) or face a negative country of origin effect (Ibeh et al., 2007). Besides 
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these internal constraints, external factors limit African firms’ ability to internationalize, such as 

trade barriers (Clarke, 2005), high levels of bureaucracy (Bakunda, 2003), corruption (Hansen et 

al., 2015), weak institutions (Bakunda, 2003), poor telecommunication and transporting 

infrastructure, political instability (Fosu, 2003), or a generally high transaction cost environment 

(Fafchamps, 1999; Ibeh et al., 2012).   

In order to overcome these internal and external barriers to internationalization, African firms 

often rely on networks and business linkages (Che Senik et al., 2011; Fafchamps, 1999; Ghauri, 

Lutz, & Tesfom, 2003; Gumede & Rasmussen, 2002; Ibeh et al., 2012; Kuada, 2006; Kujala, 2015; 

Rutashobya & Jaensson, 2004). Networks can create a competitive advantage for member firms, 

as they share resources, for instance information, about foreign markets, which the members can 

leverage (Kuada, 2006; Rutashobya & Jaensson, 2004). Hence, African firms can bridge their 

resource gap (Kuada, 2006) and overcome institutional voids (Biggs & Shah, 2006) through 

networks, which consequently facilitates their exporting activities. Even though the supporting 

role of networks to internationalization is also acknowledged in IB literature (e.g. Johanson 

& Vahlne, 2009), ethnic networks are particularly important in an African context (Biggs & Shah, 

2006; Gaur & Kumar, 2010; Hansen et al., 2015). In Sub-Saharan Africa, these community-based 

linkages replace more traditional and formal, long-term business relationships (Biggs & Shah, 

2006; Hansen et al., 2015), which are undermined by a weak institutional environment 

(Hoskisson, Eden, Lau, & Wright, 2000).  

To sum up, literature on African firm internationalization builds upon traditional IB theory, but 

adapts them to the DC context (e.g. ethnic networks), or focuses on blind spots of traditional 

theories (e.g. upstream internationalization).   

3.4 Summary of Literature Review 

This section summarized relevant literature on African firm internationalization in three steps. 

Firstly, traditional IB literature was reviewed with focus on exporting, i.e. non-equity modes. 

Whilst there are many approaches and theories to explain internationalization at the marketing-

end, such as the stages model or OLI framework, upstream internationalization is rarely 

considered (e.g. Naldi & Zahra, 2007). Secondly, latecomer literature was summarized, which 

suggests innovative ways of internationalization of latecomer firms (e.g. Mathews, 2006). Thirdly, 

literature on African firm internationalization was presented. Even though most studies focus on 

export activities of African firms and compare exporting with non-exporting companies, upstream 

paths plays a key role in DC internationalization (e.g. Kuada, 2006). The presented findings from 
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the three literature streams are used in the following section in order to develop hypotheses with 

regard to African firm internationalization and their explanatory factors. 

4. ANALYTICAL FRAMEWORK 

This section describes the framework which is used to analyse the research question about the 

internationalization strategies of African companies and their explanatory factors. Firstly, I 

describe the strategic dimensions of African firm internationalization, i.e. target market, 

commitment level and path. Hypotheses, which are used to analyse the internationalization 

strategies of African firms (RQ1), are derived for each internationalization dimension. Secondly, 

the strategy tripod is introduced as the analytical framework for the explanatory factors of African 

firm internationalization. Its three theoretical angles, namely industry-based, resource-based and 

institutional perspective, are discussed in the context of African firm internationalization. Based 

on relevant literature, hypotheses about the impact of industry-, resource- and institutional 

factors on the internationalization dimensions are derived. These are used to test the research 

question about the factors explaining African firm internationalization (RQ2).  

4.1 Strategic Dimensions of Firm Internationalization 

 

 

 

 

 

 

 

Figure 3: Strategic Dimensions of Firm Internationalization 
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4.1.1 Commitment Level 

I apply a narrow conceptualization of internationalization’s commitment level. More precisely, I 

only consider non-equity modes of internationalization, as Vernon-Wortzel et al. (1988)) argue 

that DC firms’ growth aspirations do not go beyond intensive export activities. Other studies on 

firm internationalization (Gao, Murray, Kotabe, & Lu, 2010; Verwaal & Donkers, 2002) assess the 

commitment level in terms of export intensity, i.e. the share of exports in total sales. Due to my 

focus on both internationalization paths, the concept of export intensity has to be extended to 

the upstream path (import intensity). Consequently, in this thesis, the commitment level is 

understood as the combination of export and import intensity of African firms. I assess whether 

African firms have a high or low commitment level to internationalization. Following Crick et al. 

(2011) a “subjective cut-off point” (p.598) for the internationalization intensity is classifying a 

commitment level of more than 50 per cent as high, and a commitment level below 50 per cent as 

low.  

The latecomer literature suggests that companies establish diverse and web-like linkages and that 

they internationalize in order to leverage resources (Mathews, 2006), proposing advantages from 

high resource commitment. In contrast, traditional theories suggest that firms’ commitment level 

steadily increases in their internationalization process (Johanson & Vahlne, 1977). Hence, the 

commitment depends on the preceding experience firm had on foreign markets, indicating a 

rather low commitment for African firms, as their international experience is generally low. 

Moreover, Africa’s share in global exports was decreasing in the past years (Bakunda, 2003; Ibeh 

et al., 2012; Seyoum, 2007) and they are not able to leverage the full potential of the increase of 

processed foods trade (Athukorala & Sen, 1998). In addition, Ssemogerere and La Kasekende 

(1994) found that Ugandan firms export on a small scale. Hence, I propose: 

Hypothesis 1.1: African firms have a low commitment level of internationalization. 

4.1.2 Target Market 

This thesis assesses whether African firms internationalize to regional, i.e. African, or global 

markets. This distinction is a valid approach as Kuada and Sørensen (1999) found that processed 

foods are primarily sold within Africa. Hence, the dimension of target market assesses whether or 

not African firms internationalize to markets outside the African continent. 

Even though latecomers increasingly enter developed countries (Ramamurti, 2008), a majority of 

DC firms is internationalizing to other DCs (Jormanainen & Koveshnikov, 2012), which have a 
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similar institutional setting. In these markets, African firms can exploit their knowledge on how to 

operate in a difficult economic environment (Cuervo-Cazurra & Genc, 2008) and offer similar 

products, which are adapted to DCs’ needs (Ramamurti, 2008). Moreover, Johanson and Vahlne 

(1977) suggest that companies enter markets which are closer in terms of psychic distance 

(Johanson & Vahlne, 2009). Consequently, African firms enter other African markets before 

expanding globally. This assumption is supported by evidence from Africa (Wangwe, 1995), which 

shows that Ghanaian firms mainly internationalize to other African markets (Kuada, 2006). 

Hypothesis 1.2: African firms internationalize to regional rather than global markets. 

4.1.3 Internationalization Paths 

 I understand internationalization as both downstream and upstream activities. The distinction 

between the two activities stems from Porter’s (1985) Value Chain Model and refers to “a firm's 

activities before and after production respectively” (Kuada & Sørensen, 1999, p.8). More 

precisely, upstream activities include procurement, logistics, and production, whilst downstream 

activities involve marketing and service activities (Kuada & Sørensen, 1999). In an international 

context, the upstream internationalization path describes the global sourcing of inputs, products 

or research (imports) and development, whereas the downstream internationalization path 

involves selling and marketing products abroad (exports) (Kuada & Sørensen, 1999; Naldi & Zahra, 

2007).  

Even though the two paths are equally important internationalization approaches (Kuada, 2006; 

Welch & Luostarinen, 1993), downstream activities are much more considered than upstream 

activities (Karlsen et al., 2003; Kuada, 2006; Naldi & Zahra, 2007; Welch & Luostarinen, 1993) in 

both IB theory and the African context (Ibeh et al., 2012). However, the latecomer literature 

emphasizes the importance of leveraging resources from foreign markets (Mathews, 2006), which 

is often done via upstream internationalization, e.g. through importing superior technology. 

Moreover, Kuada (2006, 2007) argues that upstream activities are a prerequisite for downstream 

activities, which is why I propose: 

Hypothesis 1.3: African firms engage in upstream rather than downstream path of 

internationalization. 

4.2 Strategy Tripod 

In order to assess which factors explain African firm internationalization strategies, i.e. the second 

part of the RQ, I apply Peng et al.’s (2009) strategic tripod, i.e. an industry-, resource- and 
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institution-based view. This theoretical framework is relevant in the nascent international 

business context of EMs and DCs (Peng, Wang, & Jiang, 2008) and has been used by other scholars 

to analyse exports in emerging economies (Gao et al., 2010; Stucchi, 2013). Moreover, it is an 

integrative framework which encompasses explanatory factors of (African) firm 

internationalization strategies from the literature. In their article ‘The Institution-Based View as a 

Third Leg for a Strategy Tripod’ Peng et al. (2009) argue that strategy research, which was mainly 

dominated by industry-based perspective  (Porter, 1979, 1980, 2008) and resource-based view 

(e.g. Barney, 1991), should be complemented by institutional theory. Hence, firms’ strategies can 

be explained by firm internal, institutional and competitive factors. As internationalization is a 

strategy African firms choose, I hypothesize:   

H2.1 – Industry-based factors determine African firms’ decision to pursue an internationalization 

strategy. 

H2.2 – Internal factors determine African firms’ decision to pursue an internationalization 

strategy. 

H2.3 – Institutional conditions determine African firms’ decision to pursue an internationalization 

strategy. 

In DCs, which are characterized by weak formal institutions (Khanna & Palepu, 1997), the 

institutional perspective is particularly important (Wright et al., 2005; Xu & Meyer, 2013), as 

institutions are most visible when not supporting business activities effectively (McMillan, 2007). 

H2 – Institutional factors have a stronger impact on African firm internationalization than 

industry-based and internal factors. 

 

 

 

 

Figure 4: Analytical Framework after Peng et al.’s (2009) Strategic Tripod 
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strategic factor regarding African firm internationalization and thereby derive specific hypotheses 

about the explanatory factors of African firm internationalization dimensions, namely 

commitment level, target market, and path.  

4.2.1 Industry Perspective 

The industry-based view which was introduced by Porter (1979; 1980) was the leading 

perspective in strategy research in the early 1980s. It holds that external pressures determine the 

firms’ strategies and performance (Gao et al., 2010; Peng et al., 2009; Yamakawa et al., 2008). 

Following Porter (1980), five industry-level forces – i.e. entry barriers, bargaining power of 

suppliers as well as buyers, threat of substitution of products and rivalry amongst existing 

companies – determine the profit potential within an industry (Teece, Pisano, & Shuen, 1997). 

Based on the analysis of these competitive forces, firms strategically position themselves in the 

industry. Hence, according to Porter (1979; 1980) external, industry-related pressures shape 

firms’ activities (Collis, 1991) and subsequently their internationalization strategy.  

In a DC context, scholars found that competition influences the internationalization of local firms 

(Gaur & Kumar, 2010; Luo & Tung, 2007; Yiu et al., 2007). Competition in DCs is generally said to 

be low in most industries (Gaur & Kumar, 2010; Hansen et al., 2015), which limits local firms’ 

incentives to expand to other markets (Yamakawa et al., 2008). However, as a consequence of 

trade liberalization policies, competition, especially by foreign firms, is increasingly intensifying 

(Henson & Cranfield, 2009; Luo & Tung, 2007). High levels of competition on their domestic 

market may push African firms to increasingly engage in international activities (Azam et al., 2001; 

Das, 1994; Dawar & Frost, 1999; Yamakawa et al., 2008). Hence, I hypothesize:  

H2.1.1 – Fierce competition on their domestic market increases African firms’ commitment level to 

internationalization. 

Moreover, low labour costs can provide a competitive advantage to African food processors 

which export their products (Dawar & Frost, 1999; Henson & Cranfield, 2009; Yamakawa et al., 

2008). Consequently, African firms rely on an extensive use of cheap labour (Ibeh et al., 2012) 

when trying to enter foreign markets.  

H2.1.2 – High labour intensity facilitates downstream internationalization strategies of African 

companies.  
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4.2.2 Resource-Based View 

In the 1990s, a second stream of scholars complemented the industry based view with a firm-

internal perspective, i.e. the resource based view (RBV) (e.g. Barney, 1991; Collis, 1991; Teece et 

al., 1997). RBV holds that valuable, rare, inimitable, and non-substitutable resources and 

capabilities determine firms’ competitive advantages (Barney, 1991) and thereby shape their 

strategy. Whilst traditional companies have strong resources and assets, which they exploit when 

internationalizing (Caves, 1971; Dunning, 1977; Hymer, 1976), Firms in DCs tend to have weak 

resources and capabilities, with regard to technology, capital and marketing and managerial 

capabilities (Biggs et al., 1995; Biggs & Shah, 2006; Ibeh, 2004; Mathews, 2006). However, there 

are differences between firms with and without international activities, where the former possess 

more human and financial resources (Bigsten & Söderbom, 2006; Brush, Edelman, & Manolova, 

2015; Ibeh et al., 2012; Rankin et al., 2006; Söderbom & Teal, 2003; van Biesebroeck, 2003) and 

are more productive (van Biesebroeck, 2003). Consequently, resources seem to positively 

influence the internationalization of African firms (Fosu, 2003; Ibeh et al., 2012; Kuada, 2006). 

Similarly, larger African firms were found to be more engaged in exporting (Demeke & Chiloane-

Tsoka, 2015, p. 32; Grenier et al., 1999; Kuada & Sørensen, 1999; Rankin et al., 2006, p. 671; 

Söderbom & Teal, 2003; Teal, 1999; van Biesebroeck, 2003; Verwaal & Donkers, 2002, p. 603). 

These findings from an African context are in line with the traditional, incremental 

internationalization theory (Johanson & Vahlne, 1977) which suggests that internationalization is 

a learning process in which firms build up capabilities. Based on the findings on internal factors of 

international African firms and the assumptions of the stages model, I hypothesize: 

H2.2.1 – Resources and capabilities positively impact the commitment level of African companies’ 

internationalization. 

Besides increasing the commitment level of global activities, firms also incrementally enter more 

distant markets along their internationalization process (Johanson & Vahlne, 1977). As firms 

develop capabilities and resources as they grow, internal factors have a positive effect on 

internationalization to distant markets. This traditional view is supported by evidence from Africa 

(Wangwe, 1995). Kuada and Sørensen (1999) found that small Ghanaian firms choose 

geographically close, i.e. regional markets, in order to compensate for disadvantages they have 

vis-à-vis international competitors. Moreover, the size of Kenyan firms (Granér & Isaksson, 2002) 

and capital intensity (Boermans, 2010) positively impacts the export activities outside Africa. 
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H2.2.2 – African firms’ resources and capabilities have a positive effect on the internationalization 

to global markets. 

4.2.3 Institutional Perspective 

Institutions are defined as “the rules of the game” (North, 1990) and include a formal (e.g. laws, 

regulation and rules) as well as an informal (e.g. norms, values and culture) dimension. In IB 

theory, institutions used to be considered as background conditions without any impact on 

strategy or performance (e.g. Barney, 2005). However, with the rise of emerging markets, the 

long-familiar view that the context matters (Lawrence & Lorsch, 1969) gained new popularity. 

Today, there is general consensus that institutions directly shape firms’ strategies and activities 

(Gao et al., 2010, p. 382; Hoskisson, Wright, Filatotchev, & Peng, 2013; Meyer et al., 2009; Meyer 

& Peng, 2005; Mol et al., 2017; Peng, 2002; Peng et al., 2008; Peng et al., 2009; Wright et al., 

2005). The influence of institutions on firm strategy is particularly important in a DC context (Xu 

& Meyer, 2013), as “institutions are almost invisible” (McMillan, 2007, p.2) when markets work 

smoothly, such as in developed countries. In contrast, DCs are characterized by “the absence of 

specialized intermediaries, regulatory systems, and contract-enforcing mechanisms” (Khanna & 

Palepu, 2010, p.62). These so-called institutional voids are present in product, capital and labour 

markets, government regulations and contract enforcement (Khanna & Palepu, 1997). In practice, 

institutional voids, such as corruption, poor infrastructure, lack of finance and technology, as well 

as excessive bureaucracy, increase the transaction costs of doing business  and the insecurity in 

the African business environment (Bakunda, 2003; Fukunishi, 2004; Hansen et al., 2015; Khanna 

& Palepu, 1997; Söderbom & Teal, 2003).   

With regard to African firm internationalization, this high transaction cost environment was found 

to be a reason for the low export involvement of local firms (Bigsten & Söderbom, 2006; Fosu, 

2003; Fukunishi, 2004; Ibeh, 2004; Ibeh et al., 2012,; Teal, 1999).  

H2.3.1 – A perceived difficult institutional setting characterized by corruption and weak 

infrastructure negatively impacts the commitment level of African firm internationalization.  

Whilst certain institutional factors are detrimental to the general internationalization strategy, 

institutional voids in other areas can push African firms to internationalize. Due to the scarcity or 

low standards of local resources and products, they acquire these resources on other markets 

(Guillén & García-Canal, 2009; Hansen et al., 2015; Kuada, 2006). Hence, African firms import 

inputs and technologies, which are of poor quality or not available in their domestic market. 
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H2.3.2 – African companies engage in upstream internationalization strategies in order to 

compensate for the institutional voids in the domestic market. 

Besides providing an incentive to engage in upstream internationalization, DC firms can also 

benefit from their experience with difficult institutional environments. As mentioned above, a 

difficult institutional home market is generally detrimental to firm internationalization, especially 

when targeting developed markets. However, Cuervo-Cazurra and Genc (2008) found that this 

disadvantage becomes an advantage when entering other developing countries. African firms can 

rely on their experience with detrimental institutional environments, which constitutes a 

competitive advantage vis-à-vis companies from developed markets  (Cuervo-Cazurra & Genc, 

2008, p. 957; Gaur & Kumar, 2010; Ramamurti, 2008, p. 13; Wright et al., 2005, p. 12). As African 

firms only have this advantage in foreign markets with similar institutional settings, I hypothesize:  

H2.3.3 – African companies experiencing difficult institutional settings in their domestic market 

internationalize to regional markets with similar institutional settings. 

Even though African countries are often characterized by a weak institutional setting, the markets 

are increasingly stabilizing and improving their institutional environments. In the scope of trade 

liberalization in African countries, tariffs and trade barriers were reduced and some governments 

introduced trade incentives (Söderbom & Teal, 2003). These trade incentives can have a positive 

impact on the export activities of African firms (Demeke & Chiloane-Tsoka, 2015; Kuada 

& Sørensen, 1999; Matenge, 2011; Söderbom & Teal, 2003). 

H2.3.4 – African companies engage in downstream internationalization in an opportunistic 

manner based on trade incentives. 
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4.3 Summary of Analytical Framework 

This section deducted hypotheses from the literature in order to operationalize the research 

questions. Table 1 summarizes the relation between the research questions and the hypotheses. 

More precisely, this section described dependent variables – namely the internationalization 

dimensions commitment level, target market, and paths – and developed three hypotheses based 

on literature. These are used in order to assess the internationalization strategies African firms 

pursue (RQ1).   

Secondly, the analytical framework of the strategic tripod was presented. I apply an industry-

based, internal, and institutional perspective in order to analyse African firm internationalization. 

Based on H2, H2.1, H2.2 and H2.3, the explanatory power of the strategy tripod is assessed.   

Moreover, I presented eight hypotheses (H2.1.1-H2.3.4) about the impact of industry-specific, 

internal and institutional explanatory factors on the commitment level, target market and 

internationalization paths of African firms. Based on relevant literature, I thereby focus on a 

selection of connections between the eleven explanatory variables and the three 

internationalization dimensions. Hypotheses H2.1.1-H2.3.4 are used to explore the factors which 

can explain African firm internationalization strategies (RQ2).  

Table 1: Research question and measurement 

5. ANALYTICAL PROCEDURE  

After having developed hypotheses about the internationalization dimensions of African firms and 

about their explanatory factors, the following section describes the analytical procedure. Thereby, 

this section complements the methodological considerations (section 2). Firstly, the procedure to 
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analyse the internationalization strategies of African firms (RQ1) is described. Afterwards, 

regression models with regard to the explanatory factors of African firm internationalization 

(RQ2) are derived from the hypotheses. Lastly, the sample characteristics are presented.  

5.1 Analysing the Internationalization Dimensions of African Firms 

The hypotheses about the three internationalization dimensions, namely commitment level, 

target market and path are assessed in Section 8.1. As mentioned above, these hypotheses 

answer the first part of the research question, i.e. the internationalization strategies of African 

firms. I use descriptive statistics in order to explore the internationalization strategies and 

complement the findings with a cluster analysis.   

I conduct a cluster analysis based on the dimensions of internationalization. More precisely, I use 

import intensity and export intensity6 in order to assess the commitment level, and dummy 

variables for upstream internationalization, downstream internationalization, as well as regional 

and global target markets.   

A cluster analysis can be defined as the “partitioning of data into meaningful subgroups” (Fraley & 

Raftery, 1998, p. 579). In other words, it combines similar objects, in this case companies, to 

clusters in a way that companies within a cluster are relatively similar, and companies of different 

clusters are dissimilar with regard to the dimensions of internationalization. Hence, this 

procedure allows identifying groups of companies within the sample which pursue similar 

internationalization strategies and thereby provides relevant insights to the research question.   

Following Punj and Stewart (1983) a two-stage cluster analysis is conducted. Firstly, I apply 

Ward’s Procedure, which is an agglomerative7 hierarchical clustering method, in order to identify 

the right number of clusters. This method was chosen as it is common and successively combines 

the observations (i.e. companies) into groups of clusters (Everitt, Landau, Leese, & Stahl, 2001; 

Fraley & Raftery, 1998). More precisely, I use the Squared Euclidian Distance in order to combine 

the observations in a way that the within-cluster variance is small and between-cluster variance is 

large. This procedure provides the correct amount of clusters, which is needed for the second 

step:  

The K-means clustering iteratively reassigns the objects to the clusters by reducing the within-

cluster sum of squares (Fraley & Raftery, 1998). This analysis allows determining the cluster 

centres, as well as the cluster membership of each company.   

                                                           
6
 For  more details about the variables, please see Table 2 

7
 Agglomerative clustering means that the objects are merged into groups until all objects are part of a 

cluster (Fraley and Raftery, 1998) 
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Subsequently, the results of the K-means clustering are used to identify groups of companies with 

differing internationalization dimensions. Consequently, different internationalization strategies 

of African firms are identified. By combining descriptive statistics with the cluster analysis, 

patterns with regard to the internationalization strategies of African firms (RQ1) within the data 

are explored extensively. 

5.2 Analysing the Exploratory Factors of African Firm Internationalization 

In addition to the descriptive statistics and cluster analysis, I conduct various regression analyses. 

Based on the strategic tripod framework, the regression analyses assess the explanatory factors of 

African firm internationalization (RQ2).  

 Variable Measured as Scale 
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Commitment Level  Sum of Export Intensity and Import 
Intensity 

Ratio 

Global Target Market  Percentage of Sales to Global Market Ratio 

Regional Target Market  Percentage of Sales to Regional Market Ratio 

Downstream Path  Export Intensity  Ratio 

Upstream Path  Import Intensity Ratio 

In
d

u
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ry
 Competition  Experienced Unfair or Restricted 

Competition 
Dummy 

Labour Intensity  Total Wage Bill as percentage of 
Turnover 

Ratio 

In
te

rn
al

 

Years of Operation Number of Years of Operation Ratio 

Financial Performance  Comparison of financial performance of 
past years to industry level 

Interval (1-5) 

Size Number of Permanent Employees Ratio 

Capabilities Amount of Managerial Capabilities, 
Marketing Excellence, Flexibility and 
Adaptability as Most Important 
Organizational Strength 

Interval (0-3) 

In
st
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u
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n
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 Institutional Voids  Amount of Lack of Capital, Skilled 
Labour and Inputs as Barrier to Growth 

Interval (0-3) 

Weak Infrastructure Infrastructure as Barrier to Growth Dummy 

Corruption Corruption as Barrier to Growth Dummy 

Trade Incentives Trade Incentives Granted Dummy 
Table 2: Overview of Variables 

Based on the hypotheses and the analytical framework developed in section 4, I identify variables 

in the dataset which are relevant for the proposed model. In a few cases, I transform the existing 

data by adding up two variables (e.g. sum of regional and global sales) or recoding them into new 

variables (e.g. dummy variable for corruption). Table 2 provides an overview of the dependent 

and independent (industry, internal and institutional factors) variables used, as well as a brief 

explanation and their scale. Moreover, I indicate which dependent variable is used for each 
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hypothesis. The dependent variables include the three internationalization dimensions, namely 

commitment level, target market (regional and global), and paths (upstream and downstream).   

After identifying the relevant variables, I formulate ordinary least squares (OLS) multiple linear 

regression models for the hypotheses. This statistical method is chosen as it is a common method 

for the assessment of explanatory factors of firm internationalization and has been used by other 

scholars in the African context (Bigsten et al., 2004; Fosu, 2003; Granér & Isaksson, 2002). 

Moreover, multiple regressions allow determining “the simultaneous effect of several 

independent variables on a dependent variable using the least-squares principle” (Carlson & 

Thorne, 1997, p.701).   

In order to assess the impact of the analytical framework of the strategy tripod (H2, H2.1, H2.2, 

H2.3) on African firm internationalization, I follow Lebreton, Ployhart, and Ladd (2004) and adapt 

a two-step approach. Firstly, I determine the contribution of each independent factor (i.e. 

industry, internal and institutional), while controlling for the other factors. Secondly, I evaluate 

the total effect of the whole model including the variables of all three factors combined. Hence, 

the total as well as the partial effect of the independent variables on internationalization is 

revealed.  The regression models for this procedure are as follows: 

Step 1:  

Industry-Based Factors:   Int = α0 + Iα1 + ε 

Internal Factors:   Int = α0  + Fα2 + ε 

Institutional Factors:   Int = α0 +Eα3 + ε 

Step 2:  

Strategy Tripod Factors:  Int = α0 + Iα1 + Fα2 +Eα3 + ε 

Int are the different dependent variable Internationalization as described in Table 2, i.e. 

commitment level, global target market, regional target market, downstream path and upstream 

path. I,F and E the industry-based (I), internal (F) and institutional (E) factors respectively. These 

factors include the variables listed in Table 2. In order to assess the explanatory power of each 

influencing factor and the strategic tripod (H2, H2.1, H2.2, H2.3), I compare the Adjusted R-

squared values of each regression. This coefficient of determination, which takes values between 

0 and 1, reflects the explanatory power of regression analyses. More precisely, “it measures the 

proportion of the variation in a dependent variable that can be explained statistically by the 

independent variable” (Saunders et al., 2011, p.461). 
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After assessing the explanatory power of the strategy tripod, the second part of the research 

question about the explanatory factors of African firm internationalization is tested. More 

precisely, one regression model is formulated for each dependent variable, i.e. commitment level, 

global and regional target market, and upstream and downstream path. Subsequently, the 

regression models are as follows: 

Dependent Variable and 
Dimension 

Combination of 
Hypotheses 

Regression Model 

Commitment Level H2.1.1, H2.2.1, H2.3.1 C = α0 + Iα1 + Fα2 +Eα3 + ε 

Global Target Market H2.2.2 G= α0 + Iα1 + Fα2 +Eα3 + ε 

Regional Target Market H2.2.3 R= α0 + Iα1 + Fα2 +Eα3 + ε 

Downstream Path H2.1.2, H2.3.4 D= α0 + Iα1 + Fα2 +Eα3 + ε 

Upstream Path H2.3.1 U= α0 + Iα1 + Fα2 +Eα3 + ε 

        Table 3: Regressions Analyses for Explanatory Factors 

C, G, R, D and U are the dependent variables and reflect the internationalization dimensions of 

Commitment Level, Global Target Market, Regional Target Market, Downstream 

Internationalization and Upstream Internationalization. As in the model above, I,F and E are 

industry-based, internal and institutional factors respectively. For all regression models, ε is the 

error term and α the regression coefficients, which are estimated. Moreover, I account for a 

correct estimation of the regression model, by checking for multicollinearity. In a multiple OLS 

regression it is assumed that there is linear independence of the explanatory variables. If this 

assumption is not fulfilled and the independent variables are intercorrelated, there is 

multicollinearity  (Meuleman, Loosveldt, & Emonds, 2015; Nathans, Oswald, & Nimon, 2012). I 

use the Variance-Inflation-Factor (VIF) in order to assess potential multicollinearity problems. As 

Appendix II shows, there is no multicollinearity in the models, as all VIFs are below 2. 

Consequently, the independent variables chosen for the regression analysis are fulfilling their 

requirements. 

5.3 Sample Description 

Of the 210 successful African companies in the sample data 59 per cent are from Tanzania, 23 per 

cent from Kenya and 18 per cent from Zambia. The financial performance of these companies is 

distributed normally, with a majority of 39.71 per cent performing at industry level. The relatively 

high number of companies performing above industry level (42.11 per cent) can be explained by 

the sample criteria of successful companies. Another noticeable characteristic of the sample is the 

long operating period of the companies. An outstanding number of 14.30 per cent of companies 
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operate more than 25 years. One fourth of the companies are operational between 8 and 10 

years and the other groups account for about one fifth, respectively.  

 

In contrast to the years of operation, the size of the firms is more representative of the African 

context, with most companies (42.05 per cent) being small companies, i.e. employing between 1 

and 19 persons. Medium sized companies (20 to 99 employees) account for 41.54 per cent of the 

sample, whilst only 16.41 per cent have more than 100 employees and therefore can be classified 

as large. Amongst the food processing companies of the sample, the majority (43.80 per cent) are 

operating in the Grain Milling sector, followed by Edible Oils (16.20 per cent) and Dairy Products 

Figure 6: Share of Countries within Sample 
Figure 7: Years of Operation within Sample 

  

Figure 8: Subsector of Sample Companies  Figure 9: Size of Sample Companies 

Figure 10: Relative Financial Performance 
Box 1:  Overview of Sample Characteristics 
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(12.40 per cent). After having presented the analytical procedure and sample characteristics, the 

following section described the context of the analysis. 

6. COUNTRY AND INDUSTRY CONTEXT 

As delimited above, the research question of African companies’ internationalization strategy is 

analysed in the context of the food processing industry in three African countries, namely Kenya, 

Tanzania and Zambia. The importance of context is emphasized by the new institutionalism 

perspective (e.g. Powell, 1998) which suggests that “organizational practices are often either 

direct reflections of, or responses to, rules and structures built into their larger environments” 

(Paauwe & Boselie, 2003, p. 59). Consequently, the institutions and conditions shaping the food 

processing industry in Kenya, Tanzania and Zambia potentially impact the internationalization 

strategy of local companies.   

Hence, in the following, I describe the food processing industry and key institutional factors in the 

three African countries in order to account for context specificities and potential influences and 

insights on the research question. Firstly, the food processing industry with focus on developing 

countries and global trade is described. Secondly, Kenya, Tanzania and Zambia are characterized 

in terms of macroeconomic indicators, as well as trade indicators. The context specificities are 

used to enhance the analysis in section 8.  

6.1 The Food Processing Industry 

“Food processing can be understood as postharvest activities that add value to the agricultural 

product prior to marketing” (Wilkinson, 2008, p.184) and “the transformation, preservation and 

preparation of agricultural production for intermediary or final consumption”, (Wilkinson & Rocha, 

2009, p. 46). Hence, the food processing industry includes a wide range of products, such as 

processed meat and fish, dairy products, edible oils, chocolate, or processed fruits and vegetables 

(Wilkinson & Rocha, 2006) and is part of the manufacturing industry.  

On a global level, there is a shift within the food industry, as processed foods increasingly 

substitute traditional foods. Today, about 80 per cent of global food sales are processed foods 

with an estimated value of US$ 3.2 trillion (Wilkinson & Rocha, 2009). Reasons for this global 

trend are, amongst others, changing consumption and nutrition patterns, which come along with 

changing lifestyles, urbanization, income growth and the increasing share of working women 

(Jongwanich, 2009; Rae & Josling, 2003; Reardon, Barrett, Berdegué, & Swinnen, 2009; Wilkinson 

& Rocha, 2009).   
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Developing country firms benefit from the growth of the industry and food processing is 

becoming increasingly important in the manufacturing sector of developing countries (Wilkinson 

& Rocha, 2006). In Tanzania, for instance, food processing accounts for almost 25 per cent of 

manufacturing companies and for more than half of the employment in the manufacturing 

industry (Hansen et al., 2015). This indicates that developing countries’ competitiveness in the 

food processing industry is based on cheap labour costs, which makes the industry, in turn, less 

capitalized than in more industrialized countries (Henson & Cranfield, 2009). Given its impact on 

job creation and on export performance, the food processing industry is therefore key to 

economic development in Africa.  

Despite the promising opportunities in the food processing industry, which come along with the 

growth of the sector, there are also some challenges. African firms are increasingly exposed to 

fierce competition on their domestic and international markets and some of them struggle to 

compete with well-established key players within the food industry (Henson & Cranfield, 2009). 

Increased competition in the food processing industry is the outcome of trade liberalization 

policies, which took place in many African countries.  

In line with the global food consumption tendency, there was a shift in the composition of world 

food trade from classical food products to processed foods  (Jongwanich, 2009; Matlay et al., 

2006; Rae & Josling, 2003), and “the share of processed foods in exports in total world food 

exports increased from 44 per cent in 1980 to around 63 per cent in 2006” (Jongwanich, 2009, 

p. 3). Whilst developed countries were dominating the processed foods exports in the 1980s, the 

share of developing countries is increasing since the 1990s (Rae & Josling, 2003) due to economic 

liberalization of their markets. More precisely, the share of processed food exports in total world 

food exports in developed countries remained rather stable between 1980 and 2006 in developed 

countries, whereas the share of developing countries tripled (Jongwanich, 2009). Hence, 

developing countries are benefitting from the increase in processed food trade (Rae & Josling, 

2003; Wilkinson & Rocha, 2006), which can contribute to the economic development of these 

markets.   

However, not all developing countries were able to take advantage of the growth of the food 

processing industry to the same degree (Athukorala & Sen, 1998; Binswanger & Lutz, 2003; 

Jongwanich, 2009). Countries with higher incomes have managed to increase their processed food 

exports more than low income countries. The largest increase was observed in Asia and Latin 

America, whereas Africa only contributes about 4 per cent to global processed food exports (Díaz‐

Bonilla & Reca, 2000; Jongwanich, 2009). More precisely, the share of processed food exports in 
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Tanzania and Zambia was only about 5 per cent, whilst it has grown up to 15 per cent annually in 

other regions (Athukorala & Sen, 1998). Hence, African firms seem to struggle more in the global 

competition of the processed food industry.   

Traditionally, processed foods from developing countries are mainly exported to developed 

countries of which the European Union is the largest target market. Since the 1990s, however, 

developing countries are also becoming important destinations, with processed food imports 

more than doubling between 1990 and 2006 (Jongwanich, 2009). 

6.2 Country-specific context: Kenya, Tanzania and Zambia 

After having described the particularities of the food processing industry, I describe the 

macroeconomic setting and trade policies of Kenya, Tanzania and Zambia. 

6.2.1 Macroeconomic Description 

 

 

 

 

 

 

Figure 11: Development of Annual GDP in Kenya, Tanzania and Zambia,  
Own Creation. Data Source: World Bank Database (2017).  

The three countries are DCs with Kenya and Zambia being lower middle income countries and 

Tanzania a low income country (World Bank, 2017).  Figure 11 shows the development of annual 

GDP within the three countries between 1990 and 2015. Since the 2000’s, the GDP of Kenya, 

Tanzania and Zambia has increased fivefold, with Kenya constantly having the highest level of 

GDP. Despite having the lowest level of GDP, GDP per capita is highest in Zambia with $3,601 and 

its GDP was growing substantially in the past years. Besides a rather low GDP growth of 2.9 per 

cent in 2015, the annual growth rates of all three countries were relatively high and consistently 

over 5 per cent (World Bank, 2017).   

Moreover, Kenya has the highest manufacturing value added (MVA) amongst the three countries 

with 11 per cent of GDP (World Bank, 2017). The low value added in the food processing 

industries in DC makes local companies dependent on the prices of raw materials (Henson 
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& Cranfield, 2009). Hence, a higher MVA is desirable.  

In terms of ease of doing business, Tanzania is ranked 139th, Kenya 208th and Zambia 97th out of 

189 countries, indicating a difficult institutional setting for businesses. Similarly, Tanzania also has 

the lowest level of logistics performance (ranked 114), which includes lack of infrastructure 

(World Bank, 2017). Despite having a detrimental business environment and weak infrastructure, 

the level of corruption in Tanzania is much lower than in the two other countries. Especially in 

Kenya corruption seems to be a major issue as the country is ranked 145th out of 176 countries 

globally (Table 4).  

Indicator Year Kenya Tanzania Zambia 

World Bank Classification1)  2016 Lower middle 
income 

Low income Lower middle 
income 

GDP per capita 8,1) 2015 2,901 2,510 3,602 

GDP Growth (Annual %)1)  2005 5.9 8.2 7.2 

2010 8.4 6.4 10.3 

2015 5.6 7.0 2.9 

Manufacturing value added9,1) 2014 11 6 8 

Ease of Doing Business10,2)  2015 108 139 97 

Corruption Perception Index11,3)  2016 145 116 87 

Logistics Performance Index12,1)  2016 42 61 114 
Table 4: Macroeconomic Indicators  
Sources: 1) World Bank Database (2017) 2) World Bank: Doing Business (2016); 3) Transparency International (2017) 

 

6.2.2 Trade Policies and Figures 

African domestic markets tend to be small, which pushes local manufacturing firms to export part 

of their production to other markets (Bigsten & Söderbom, 2006, p. 28). As mentioned earlier, 

exporting does not only benefit the local companies by increasing their sales, but can also have a 

positive developmental impact (Rutashobya & Jaensson, 2004). However, the export success is 

not only influenced by firms, but crucially depends on the domestic trade policies (Athukorala 

& Sen, 1998). Hence, it is important to understand the trade policies of the three countries when 

analysing African firm internationalization.   

African developing countries were following strongly protectionist trade policies in the late 1970s. 

Since the late 1980s, however, they have undergone institutional reforms and structural 

adjustment programs in the scope of pressure for trade liberalization (Bigsten et al., 2004; Kuada, 
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2016; Wilkinson & Rocha, 2006). These policies enabled the access to export markets for local 

African companies and were expected to improve economic performance in Africa (Söderbom 

& Teal, 2003). Despite the liberalization tendencies most African countries have maintained rather 

closed trade policies, compared to other DCs. Consequently, there is still high protection of 

agricultural and agro-industrial products (Binswanger & Lutz, 2003; Díaz‐Bonilla & Reca, 2000; 

Rodrik, 1998). After having summarized general global trade policies, the focus of the following 

paragraphs lies on specific trade indicators in Kenya, Tanzania and Zambia. 

Trade Indicators Year Kenya Tanzania Zambia 

Trading Across Borders rank 13,1)  2016 105 180 161 

CPIA Trade Ratings14,1)  2016 4 4 4 

Tariff rate (%) 15,2 2010 7.3 9.0 3.3 

Exports (in $US m)1)  2015 5,537 5,854 6,983 

Imports (in $US m)1)  2015 16,394 14,706 8,420 

Trade Balance  (% of GDP)1)  2015 -13.27 -4.72 -10.04 

Top 3 Export Markets1)  2016 
Uganda 

U.K. 
Tanzania 

India 
Kenya 

South Africa 

Switzerland 
China 

Singapore 

Top 3 Importing Countries1)  2016 
India 
China 

 Arab Emirates 

Saudi Arabia 
China 
India 

South Africa 
Congo 
China 

Table 5: Trade Indicators  
Sources: 1) WITS World Bank (2017); 2) World Bank Database (2017)  

According to the WITS World Bank (2017) Tanzania and Zambia are amongst the most difficult 

economies in terms of trade, as they are ranked 180th and 161st respectively in their Trading 

Across Borders rank (2016). Even though Kenya is ranked 105th and is consequently in a much 

better position, its Country Policy and Institutional Assessment (CPIA) Trade rating is the same as 

for the other two countries. The rating of 4 for all three countries indicates that the policy 

framework provides medium support for fostering trade. The average tariff rate is highest in 

Tanzania (9.0 per cent), followed by Kenya (7.3 per cent) and Zambia (3.3 per cent) (WITS World 

Bank, 2017; World Bank, 2017).  

Kenya is importing ($16,394 m) about three times more than it is exporting ($5,537 m) and has a 

trade balance of -13.27 per cent of GDP. Whilst Tanzania has similar figures for its imports 

                                                           
13

 Rank out of 189 countries. The ranking of economies on the ease of trading across borders is determined 
by sorting their distance to frontier scores for trading across borders (World Bank WITS,2017) 
14

 Country Policy and Institutional Assessment (CPIA) Trade assesses how the policy framework fosters trade 
in goods. Rating of countries against a set of 16 criteria grouped in four clusters: economic management, 
structural policies, policies for social inclusion and equity, and public sector management and institutions. 1 
reflects the lowest rating, 6 the highest. (World Bank WITS,2017) 
15
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($14,706 m) and exports ($5,854 m), the trade balance is only -4.72 per cent of GDP. Zambia’s 

trade deficit corresponds -10.04 per cent of GDP, but the figures for its imports ($8,420 m) and 

exports ($6,983 m) are much more balanced than for the other two countries (WITS World Bank, 

2017). The figures show that none of the countries is outperforming the others, but that all three 

countries have their strength and weaknesses with regard to trade related figures. However, 

Tanzania seems to be less encouraging of trade than Kenya and Zambia, which are showing more 

positive figures.  

Kenya, Tanzania and Zambia are not only differing regarding trade related figures, but also with 

regard to their most important trading partners. Kenya is selling most of its products to other 

African markets and Europe (Uganda, United Kingdom and Tanzania), whereas Tanzania is 

focusing on Africa and Asia (India, Kenya and South Africa) and Zambia mainly on developed 

markets (Switzerland, China and Singapore). Whilst the major export markets are diverse, the 

most important importing countries are much more similar, with China being present in all three 

countries (WITS World Bank, 2017). 

6.3 Summary of Context Specificities 

As the context can shape business activities (Powell, 1998), an overview of the food processing 

industry and the macroeconomic and trade related figures of Kenya, Tanzania and Zambia was 

provided. Today, processed foods are a major source of nutrition and are increasingly traded on 

the global food market (Jongwanich, 2009; Matlay et al., 2006; Rae & Josling, 2003). This provides 

vast opportunities, especially for developing countries (Rae & Josling, 2003). However, some 

African countries, such as Tanzania and Zambia have not been able to leverage the full potential 

of this growing market and are lagging behind in their export of processed foods (Athukorala 

& Sen, 1998). Reasons for that could lie in the difficult macroeconomic and institutional setting. 

The following section reveals how exemplary African food processors from Kenya, Zambia and 

Tanzania operate internationally.  

7. EXEMPLARY CASES ON INTERNATIONALIZING AFRICAN FOOD PROCESSORS 

This section presents four cases on African firms with international activities. The cases are 

operating in the food processing industry and are local companies from Kenya, Tanzania or 

Zambia. Moreover, they are operational for more than five years. Hence, the cases fulfill the 

sampling criteria of the 210 companies from the data set. After presenting the explemplary cases, 

the insights are used to complement the findings of the quantitative analysis in section 8.  
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Binoy Zachariah, Managing Director 

 of Bio Food Products Ltd  

Source: Nation Media Group, 2015 

 

Selected Products of Bio Food Products  

Source: Bio Food Products Website, 2017 

7.1 Case 1: Bio Food Products Ltd  

In 1990, Binoy Zachariah, a grain milling engineer by 

profession, decided to quit his corporate job and started Bio 

Food Products Ltd. Binoy always had a passion for yoghurts 

and saw a market gap for high quality products in the Kenyan 

market. Initially, he operated from a chicken shed in a suburb 

of Nairoibi where he and his two employees processed 5,000 

liters of yoghurts per month. Since then the company has 

grown tremendously and currently has 125 employees who 

produce 100,000 liters of milk products per month (Business 

Daily, 2015). Bio Food Products offers a range of products, 

including yoghurt, milk, drinks and honey, which are of high quality and healthy (Bio Food 

Products Website, 2017). Binoy is constantly innovating his portfolio and proud to offer value 

added products in a market niche, as his products are targeting the premium segment.  

Bio Food Products’ core strenght is its high quality, which Binoy controls strictly. In order to 

maintain a high quality standard, the company does not only pay the local farmers 30-35 per cent 

above industry level for their milk, but also imports inputs and technology from Europe. Since the 

beginning of its operations, the dairy processor imported stabilizers from Germany, as these are 

not available on the Kenyan market. Even though other inputs, such as fruits, are available in 

Kenya, Bio Food Products imports 70 per cent of it, as the qualitiy, prices and availability 

fluctuates drastically due to the short term mentality and lack of accurate planning in Kenya. 

Hence, inputs scarcity forces Binoy to engage in upstream internationalizatin in order to offer his 

products with high quality. In contrast to the imports of inputs, on which the company relied right 

from the start, the imports of technology only started after some years of operation for two 

reasons. Binoy remembers: “One:  I did not have the finance; two: I did not have the knowledge of 

dairy equipment and to know where to import what from, etc. So as we grew we were able to 

import more equipment.” Consequently, the commitment 

towards imports increased over time which did not only 

depend on financial resources, but also on Binoy’s 

knowledge of dairy processing. Today, Bio Food Products 

imports 100 per cent of its machinery and technology, 

mainly from Germany. 
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Tanga Fresh Logo   

Source: Tanga Fresh Ltd, 2017 

Whilst engaging in a lot of upstream internationalization from an early stage onwards, Bio Food 

Products is struggling with downstream internationalization. The company is focusing on two 

export areas: Firstly, it supplies airline catering companies in Nairobi and “what goes into the 

aircrafts to foreign flights is considered as an export”, Binoy says. Secondly, Bio Food Products 

started to export to Uganda after about 9 years of operations. The company “then slowly, 

progressively moved to the neighbouring countries”, i.e. Tanzania, Southern Sudan, Sudan and 

Rwanda. These two downstream internationalization streams account for about 20 per cent of Bio 

Food Products’ total sales. Binoy is, however, not satisfied with this number “We would love to 

export 100 per cent if it would be possible. But the challenges have been all the bureaucracy, 

corruption, logistical problems and non-tariff barriers.” Hence, institutional barriers and voids 

hinder the company to increase its commitment to other markets. In contrast, competition does 

not affect Bio Food Products operations on the domestic and foreign markets, as they are 

operating in a market niche of which they command 65 to 70 per cent. However, the fact that 

there was the same market niche in foreign markets than in the Kenyan market surely positively 

impacted Bio Food Products expansion to these markets.  

7.2 Case 2: Tanga Fresh Ltd 

Tanga Fresh Ltd was founded in 1996 and is currently amongst 

the largest producers of dairy products in Tanzania. The 

company offers different types of milk, as well as yoghurt, cream 

and cheese.  At the moment, Tanga Fresh is processing 50.000 

litres of milk per day, while employing 100 persons. In the near 

future, however, the company is planning to expand its 

production to 120.000 litres. Due to the large demand for dairy 

products on the one hand, and the small supply on the other hand, machinery with high capacity 

are key to Tanga Fresh’s operations.  

Thereby, the milk processor relies on technology from different foreign markets, as there are no 

machineries with adequate standard on the domestic market. More precisely, Tanga Fresh 

imports machinery and spare parts from the Netherlands, Ukraine and India since the beginning 

of its operation. “And in the near future we will buy machinery for yoghurts from Russia”, Adam 

Gamba from Tanga Fresh says. Whilst the import of machinery is important to get around the lack 

of adequate technology in Tanzania, importing comes as a high cost: According to Adam, “the 

main challenge is that when you buy something from abroad, you have to pay some extra duties, 

taxes on top of it, so the equipment becomes very expensive”. Whilst the import of technology is 
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Anjari Soda Factory Packaging 

Source: behance.net, 2017 

crucial for Tanga Fresh, the company is only engaging very little in exports: The great majority of 

products are sold in Tanzania. A small share of their cheese production is, however, sold to Kenya 

since the beginning of its operations. Similar to the upstream internationalization, the company is 

struggling with legal requirements when exporting. Adam reflects: “There are a lot of 

complications if you want to sell your products outside the country *…+ because of all the paper 

work, the documentation, and the permits”. However, Adam is optimist that this could change 

soon. He hopes that the East African Community get increasingly integrated, so that trade in the 

region is facilitated.  

7.3 Case 3: Anjari Soda Factory Ltd 

Anjari Soda Factory Ltd, a Tanzanian soda manufacturer, 

employs 70 persons. Since the beginning of the 

operations, the owner Hatim Anjari had to import 

machinery and other inputs, such as flavouring, industrial 

sugar or concentrates, as these are not available on the 

Tanzanian market. Thereby, he imports from a range of 

different countries, including India, Egypt, China or 

European markets. For the company, it is crucial to keep up with the latest technology from 

abroad in order to being able with the competition. According to Hatim, the competition in the 

Tanzanian soda industry is severe, and the company has to compete with giants such as Coca 

Cola, as well as local competitors. Hence, the success of Anjari depends on its upstream 

internationalization. There are, however, some issues when it comes to the import of products. 

Due to the frequent changes in legislation, Anjari cannot plan ahead: “One example is sugar. We 

import sugar. Within a few months they increased the duty from 10 to 25 per cent. So this messed 

up all of our calculations because the costs increased tremendously”. Consequently, the instability 

of tariffs impedes Anjari Soda Factory’s import practices and poses a threat to the overall 

profitability of the business.   

Besides the strong commitment to upstream internationalization, Anjari Soda Factory also sells a 

considerate amount of products abroad: about 10-25 per cent of the firm’s drinks are exported to 

the neighbouring Kenya, as well as to the Middle East.  

7.4 Case 4: Java Foods Ltd 

Monica Katebe Musonda is a solicitor by profession and gained international working experience 

in Europe, the US and Africa. In 2012, Monica decided to quit her successful corporate career and 
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Monica  Musonda, Founder 

of Java Foods Ltd 

Source: Java Foods, 2017 

 
eeZee Instant Noodles 

Source: Java Foods, 2017 

to start her own business in her native county, Zambia. “Java Foods 

was founded in 2012 with the objective of providing convenient, 

affordable and nutritious foods made from local products” (Java 

Foods Website, 2017). Her goal was to combat malnutrition on the 

one hand, and to change the fact that Zambia is still strongly 

dependent on imports of processed foods, despite its strong 

agricultural sector. Hence, in 2012, she launched eeZee Instant 

Noodles, a product which was new to the Zambian market. In order 

to mitigate the risk of introducing the new product to the market, Monica decided to produce the 

product in China and import it for the first year of Java Foods operations. This allowed her to 

focus on the distribution and marketing of the product. The reason why the final products were 

imported from China are twofold: “We imported them from China, because we were looking for 

the most cost-effective producer, which at the same time had the expertise. The expertise about 

noodles and pasta is not on the African continent per se”, Monica remembers.   

However, as the instant noodles prove to sell in Zambia, Java Foods, which is currently employing 

28 persons, decided to set up their own manufacturing plant. Moreover, the company offers a 

second product since 2016: eezee Supa Cereals. Again, the company imported the machinery 

from China. Besides the packaging material and flavouring from South Africa, which makes up for 

about 20 per cent of the inputs, Java Foods buys the majority of its inputs locally. As the utilization 

of local agricultural products was a key motivation for Monica to start her business, the fact that 

she relies less on imports than at the beginning of her operations is a step forward. Hence, more 

international activities do not necessarily reflect a more developed stage of a company.   

With regard to exports, the company is, however, seeking more 

international activities: Java Food has to make full use of its production 

capacity. As the Zambian market is small, the company plans to sell its 

products in Tanzania within the next two months. However, there are 

some challenges with regard to downstream internationalization. 

Monica says that “distribution costs are quite high, as we have to use 

the road transportation because we are landlocked. This means that our products are becoming 

uncompetitive because of the high cost of getting them to other countries”. Moreover, the 

institutional voids in the Zambian certification system can be an obstacle to export activities of 

Java Foods. As instant noodles are not a common product on the Zambian market, there are no 

quality standards for noodles. When entering other markets, a transparent certification system 
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facilitates the recognition of quality standards. “So if we had standards locally, it would help us to 

export”, Monica says. Lastly, even though Java Foods can benefit from the free trade agreements 

in the region, neighbouring countries, such as Malawi sometimes still charge duties for foreign 

products. Here, Monica wishes for more support by her government, so that her plan to export 

the products to Tanzania, Zimbabwe, Congo and Botswana can succeed. 

7.5 Summary of Case Studies 

 

 Bio Food Products Tanga Fresh 
Anjari Soda 

Factory 
Java Foods 

Internationalization 
Path 

Up-
stream 

Down-
stream 

Up-
stream 

Down-
stream 

Up-
stream 

Down-
stream 

Up-
stream 

Down-
stream 

Commitment Level High 
Low – 

Medium 
High 

Very 
Low 

High 
Low – 

Medium 
High - 

Target Market Global Regional Global Regional Global 
Regional, 

Global 
Regional, 

Global 
- 

Table 6: Exemplary Case Studies 

The four exemplary cases of food processors from Kenya, Tanzania and Zambia revealed a pattern 

of African firm internationalization strategies: the companies are highly engaged in upstream 

internationalization due to the lack of (high quality) inputs and machinery on the domestic 

market. According to the case studies, African firms import products from global markets, e.g. 

from Europe or China right from the beginning of their operations. Whilst the import of products 

is a requirement for the business to be operational, downstream internationalization plays a 

minor role for African firms. With an export intensity of 20 per cent, Bio Food Products is the 

company with the largest commitment to international downstream activities. Moreover, African 

firms only take on export activities after being successfully operational on the domestic market. 

Even though the export intensity is generally low, most businesses seek to export more in the 

future.   

However, the institutional environment in Africa seems to be a barrier to internationalization: 

weak infrastructure, bureaucracy and frequently changing trade regulations make international 

activities of African firms difficult. Hence, joint regional efforts are needed in order to combat 

these institutional voids. According to the interviewees, a strengthening of intergovernmental 

organizations and free trade agreements, such as the East African Community, can have a positive 

impact on the export activities of African firms. Their member countries should extend their 

agreements and put joint actions, e.g. investments in infrastructure, in place.  
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8. ANALYSIS AND FINDINGS  

This section presents the analysis and findings of the quantitative data and provides answers to 

the research question. I firstly describe the three internationalization dimensions in the sample, in 

order to assess the hypotheses H1.1, H1.2, and H1.3 and answer RQ1. Subsequently, the 

descriptive findings are complemented by the cluster analysis. Secondly, the hypotheses about 

African firm internationalization are analysed by presenting the results from the regression 

analysis. These provide insights to the explanatory factors of African firm internationalization, i.e. 

RQ2.  

8.1 Internationalization Strategies of African Firms 

This section explores the internationalization strategies of African firms with regard to the 

commitment level, target market and paths (RQ1). More precisely, the hypotheses about African 

firm internationalization are analysed by descriptive statistics and a cluster analysis.  

8.1.1 African Firms’ Internationalization Dimensions  

This section descriptively assesses hypotheses H1.1, H1.2, and H1.3 about the internationalization 

dimensions, i.e. commitment level, target market and path. Of the 210 sample companies, 52 per 

cent engage either in downstream or upstream internationalization. In terms of foreign sales 

markets, 87 companies can be classified as international whereas 123 companies only sell their 

products to the local market. Hence, the internationalization patterns depend on the definition of 

internationalization employed 16. 

The commitment level, which is measured in terms of the share of sales that are exported (export 

intensity) and inputs that are imported (import intensity), is hypothesized to be low amongst 

African companies. In the sample, 51.4 per cent of companies do not import any products, whilst 

86.7 per cent do not engage in exporting (Figure 12). Amongst the companies with international 

activities, the majority only imports (28.1 per cent) or sells (9.5 per cent) 1-25 per cent of their 

inputs or products (Figure 12). Given that the great majority of companies does not operate 

internationally and the ones with international activities sell less than one quarter of their 

products abroad, the commitment level of African firms is low. Hence, hypothesis H1.1 is 

supported. There are, however, differences between import and export intensity. Whilst export 

intensity of most companies is low or even zero, a total of 14.8 per cent of companies import 

more than half of their inputs (Figure 12), indicating a very high international commitment in 

                                                           
16

 There is a discrepancy between these two figures, which get obvious when comparing Figure 14 and 15.  
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terms of upstream activities. This is in line with evidence from the case studies, which are all 

dependent on machinery and inputs from abroad, while only exporting very little. Tanga Fresh’s 

competitiveness is, for instance, completely dependent on the import of machinery from global 

markets.   

Figure 12: Commitment Level of Sample Figure 13: Development of Export Intensity (2007- 2015) 

Figure 14: International Activities of Sample  
Figure 15: Sales Markets of Sample 

Box 2: Internationalization Dimensions – Descriptives  
 

Moreover, the commitment level of African companies is increasing, as the export intensity17 in all 

three countries more than doubled between 2007 and 2015 (Figure 13): In Kenya, the average 

share of exports in total sales increased from 9.25 in 2007 to 18.89 per cent in 2015. The average 

export intensity is highest in Tanzania with 9.75 per cent in 2007, 14.50 per cent in 2012, and 

21.93 per cent in 2015. In contrast, Zambian companies, on average, have the lowest export 

                                                           
17

 Data for different time is only available for export intensity. In this case, export intensity is measured as 
the sum of sales to regional and global markets. 
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intensity, but they are quickly catching up: between 2007 and 2015 their exports more than 

tripled from 5.55 per cent to 16.81 per cent. 

Amongst the 41 per cent of companies, which sell their products to foreign markets, 30 per cent 

export to regional markets, 3 per cent to global markets and 8 per cent to both regional and 

global markets (Figure 15). Between 2007 and 2015, the average export intensity to the regional 

market increased from 5.94 to 13.89 per cent and from 2.92 to 6.34 per cent with regard to the 

global market. Hence, there is support for hypothesis 1.2 that African firms internationalize 

mostly to regional markets. This could either indicate, that African firms have an advantage when 

entering markets with a similar institutional setting (Cuervo‐Cazurra, 2012; Ramamurti, 2008) or 

that they chose neighbouring countries due to their psychic proximity (Johanson & Vahlne, 2009). 

As mentioned above, 52 per cent of the companies engage in either upstream or downstream 

internationalization. More precisely, 3 per cent engage in downstream internationalization only, 

39 per cent in upstream internationalization only and 10 per cent take both internationalization 

paths simultaneously (Figure 14). This pattern provides support for Kuada’s (2006) argument that 

downstream internationalization only is very rare and that most African companies engage in 

upstream internationalization first. As Figure 12 shows, not only more African firms engage in 

upstream than in downstream internationalization, but they also do this with a higher intensity. 

This is in line with the case studies which reveal that African companies strongly rely on the 

import of machinery and inputs, whilst they struggle to export their products. Hence, there is 

support for hypothesis H1.3. 

8.1.2 Three Clusters of African Firm Internationalization 

The cluster analysis shows that African firms can be grouped into three clusters with regard to 

their internationalization activities. A majority of 148 companies are part of cluster 1 (Table 7). In 

this cluster, there are only limited international activities. More precisely, the average 

commitment level to imports (5.0 per cent) and exports (3.51 per cent) are very low, which 

supports the findings of the descriptive analysis that the commitment level is generally low. The 

case of Java Foods reflects the characteristics of cluster 1, as the company is currently only 

importing small shares of their inputs from South Africa and is only planning to take on export 

activities to Tanzania in the next months. 

The low commitment level (H1.1) of internationalization reflects that African countries are lagging 

behind in the international trade of processed foods (Athukorala & Sen, 1998). Nevertheless, the 
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data reveals that the commitment level of African firms is steadily increasing, as the export 

intensity more than doubled between 2007 and 2015 (Figure 13). In addition, cluster 1 supports 

that more companies engage in upstream (0.34) than in downstream (0.08) internationalization. 

Downstream internationalization is very rare amongst African firms (Kuada, 2006), as only 12.85 

per cent of the sample have substantial international downstream activities (cluster 3).  

Internationalization 
Dimension 

Clusters 1 2 3 

Commitment Level Import Intensity** 5 76 8 

Export Intensity18** 3.51 15.03 64.22 

Target Market Regional Target Market Dummy** 0.26 0.57 0.81 

Global Target Market Dummy** 0.03 0.11 0.59 

Paths Upstream Dummy** 0.34 1.00 0.63 

Downstream Dummy** 0.08 0.20 0.33 

** is significant for p≤0.05 
 Amount of Cluster members 148 35 27 
Table 7: Final Cluster Centres 

 

Hence, there is support for hypothesis H1.3. In line with Kuada (2006, 2007), it shows that 

upstream activities are the primary route of African firm internationalization and that only a few 

companies combine both internationalization paths. At the same time, the commitment level to 

upstream internationalization is much higher than to downstream internationalization (Figure 12).  

The emphasis on upstream internationalization supports Mathews (2006) argument that 

latecomer firms augment their assets in their internationalization process by leveraging resources 

from foreign markets. As the case of Anjari Soda Factory and Tanga Fresh show, African firms 

engage in upstream internationalization and import superior technology from (global) markets in 

order to strengthen their position on the domestic market (Ramamurti, 2012).  

Moreover, African firms mainly internationalize to other African markets (hypothesis 1.2). This 

reflects an incremental internationalization process (Johanson & Vahlne, 1977), as companies 

initially enter markets which are similar to their domestic market in terms of psychic distance. 

Hence, Kuada’s (2006) finding that Ghanaian firms mostly enter regional markets can be extended 

to the Kenyan, Tanzanian and Zambian context. However, the case study of Bio Food Product 

reveals that the target market differs between internationalization paths: Whilst the case 

company imports its inputs (upstream path) from Europe, i.e. global markets, the products are 

only sold to other African markets (downstream path). This is in line with data by WITS World 
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Figure 16: Internationalization Strategies of African Firms 

Bank (2017), which suggests rather regional export markets and global import markets for Kenya 

and Tanzania (Table 5).   

In contrast to cluster 1 companies, there are, two other subgroups within the sample with more 

international activities: cluster 2, which consists of 35 companies, is primarily internationalizing 

through upstream internationalization with high import intensity. More precisely, cluster 2 

companies import, on average, 76 per cent of their inputs. Besides the upstream 

internationalization path, some of the companies also engage in downstream internationalization. 

However, they only export about 15.03 per cent of their sales. Thereby, they mainly operate in 

regional markets (0.57) and only very little on global markets (0.11). Bio Food Products, for 

instance, which imports all of their inputs and exports about 20 per cent of their products, is 

exemplary for this cluster.  

 

In comparison to the other clusters, the 27 cluster 3 companies are relatively high involved in 

downstream internationalization. Even though more cluster 3 companies engage in upstream 

than downstream internationalization (0.63 compared to 0.33), the commitment level to 

downstream internationalization is much higher. More precisely, the centre of cluster 3 is only at 

8.0 per cent import intensity, but 64.22 per cent export intensity. This shows that concurrent 

upstream and downstream internationalization is also possible for African firms. In addition, 
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cluster 3 companies also mainly internationalize to the regional market. Nevertheless, their 

propensity to the global market is much higher than that of cluster 2 companies, as more than 

half (0.59) are operating globally.  

8.1.3 Summary of Internationalization Strategies 

With regard to RQ1, the analysis showed that African companies internationalize with a low 

commitment, to regional markets and by upstream internationalization. This pattern is also 

supported by cluster 1, which consists of 148 companies. Hence, Hypotheses H1.1, H1.2, and H1.3 

can be supported. This internationalization strategy is, however, not pursued by all African firms. 

The cluster analysis revealed that there are three different internationalization strategies. Even 

though the commitment level is generally rather low, the internationalization paths differ: the 

import intensity of African firms is often higher than the export intensity. This is supported by 

cluster 2, which strongly relies on upstream internationalization by importing large parts of their 

inputs. In contrast, cluster 3 companies have much higher export intensities.   

Despite the clear tendency to internationalize to regional markets, more than half of cluster 3 

companies operate on the global markets. Evidence from the case studies suggests that global 

markets are primarily accessed through upstream internationalization, which is also the main 

internationalization path of African firms.   

In short, the prevailing internationalization strategy of African firms is high commitment in terms 

of upstream internationalization to global markets, while entering regional markets with low 

commitment via downstream activities.  

8.2 Explanatory Factors of African Firm Internationalization 

After having assessed how African firms internationalize (RQ1) with regard to the commitment 

level, target market and paths, this section assesses the explanatory factors of these 

internationalization dimensions (RQ2) and tests the second and third set of hypotheses. Firstly, I 

assess whether the strategy tripod can significantly explain African firm internationalization. 

Secondly, international and non-international companies are descriptively compared in terms of 

the strategic tripod factors. Thirdly, the specific relations between the industry, internal and 

institutional explanatory factors and the three internationalization dimensions are analysed.  

8.2.1 Strategic Tripod Perspective on African Firm Internationalization 

This section assesses whether the strategy tripod is a valid analytical framework for African firm 

internationalization. More precisely, the explanatory power of each individual factor (industry, 

internal and institutional), as well as the factors combined (strategic tripod) are verified. Table 8 
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shows the explanatory power for each internationalization dimension based on the significance 

level and adjusted R-squared values.  

Dependent 
Variables 

Commitment 
Level 

Global 
Target 
Market 

Regional 
Target 
Market 

Downstream 
Path 

Upstream 
Path 

Ex
p

la
n

at
o

ry
 

P
o

w
er

 

Industry 0.014*   0.015*     0.054**    0.079** 0.021* 

Internal   0.101**     0.036**   0.028* 0.03**   0.051** 

Institutional   0.055** 0.012 0.008 0.029*   0.055** 

Strategic 
Tripod 

  0.124** 0.057** 0.071**    0.138**   0.079** 

The Table shows the Adj. R-Squared of the Regressions 
** is significant for p≤0.05; * is significant for p≤0.1 

Table 8: Explanatory Power of Strategic Tripod Framework 

The results indicate support for hypotheses H2.1 and H2.2, as industry- and internal factors can 

significantly explain all internationalization dimensions (see significance in Table 8). Institutional 

factors, however, can only significantly explain the commitment level and internationalization 

paths of African firms. Hence, H2.3 is only partly supported, as the target market cannot be 

explained. In contrast to institutional conditions in the target market (Meyer et al., 2009; Meyer & 

Tran, 2004), the local institutional environment does not impact the market entry decision of 

African firms.  

Nevertheless, the strategy tripod is a relevant framework for African firm internationalization 

strategies, as it can significantly explain all internationalization dimensions. Thereby, it can best 

explain the commitment level and downstream internationalization path of African firms, with 

12.4 and 13.8 per cent of variation, respectively. This shows that both, the commitment level and 

downstream internationalization are strongly influenced by industry-, internal and institutional 

factors, whilst the other dimensions are impacted by other factors, which are not part of the 

model.  

Moreover, Table 8 shows that institutional factors have the strongest explanatory power for 

upstream internationalization, as the adjusted R squared (0.055) is larger than for industry (0.021) 

and internal (0.051) factors. This indicates that the weak institutional setting pushes African firms 

to engage in upstream internationalization. Institutional voids on the product market (Khanna 

& Palepu, 1997), for instance, trigger imports of inputs from foreign markets. Another reason for 

that might be that the import regulations in Kenya, Tanzania and Zambia are sufficiently 

facilitating upstream internationalization.    

In contrast, either industry or internal factors can explain larger shares of variation of the other 

internationalization dimensions. Hence, H2 is only partly supported. Institutions indeed have an 
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impact on African firm internationalization, but are not always more important than other factors 

as suggested by literature (Khanna & Palepu, 1997; Wright et al., 2005; Xu & Meyer, 2013). As 

mentioned above, one explanation might be that the institutions in the target market impact the 

international activities (Meyer et al., 2009; Meyer & Tran, 2004), whereas the model only includes 

domestic institutional conditions. Moreover, the institutional conditions in the model are limited 

to four factors (Table 2). In reality, however, institutions are determined by various factors.  

After having assessed the explanatory power of the strategic tripod framework on African 

internationalization, the following sections explore the impact of specific variables on the three 

internationalization dimensions of commitment level, target market (global and regional), and 

paths (downstream and upstream). 

8.2.2 Comparison of Non-Internationalizing and Internationalizing Companies 

This section describes differences between internationalizing and non-internationalizing 

companies in terms of the independent variables of industry-, internal and institutional factors.   

 Independent Factors Non-Internationalizing Internationalizing 

In
d

u
st

ry
 Experienced Competition 

 
34.0% 25.5% 

Labour intensity 
 

14.1 % 16.6% 

In
te

rn
al

 

Average Size 46 167 

Good Financial Performance19  8.0% 18.2% 

Average Years of Operation  13.71 16.82 

Managerial Capabilities as 
Organizational Strength 

83.0% 75.3% 

In
st

it
u

ti
o

n
al

 

Institutional Voids20 as Barrier to 
Business  

51.0% 76.4% 

Corruption as Barrier to Business 17.0% 32.7% 

Weak Infrastructure as  Barrier to 
Business 

29.0% 23.6% 

Received Trade incentives 25.6% 38.9% 

Kenya  35.4% 64.5% 

Tanzania 49.1% 50.8% 

Zambia 57.8% 42.1% 
Table 9: Differences between non-internationalizing and internationalizing companies 

Firstly, even though non-internationalizing and internationalizing have a labour intensity of about 

15 per cent, international companies tend to be more labour intensive. This indicates that the 

extensive use of cheap labour can potentially provide African firms a competitive advantage when 

                                                           
19

 Financial Performance „Well Above Industry Level“ 
20

 Lack of Capital, Skilled Labour and Inputs as Barrier to Business 
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internationalizing. At the same time, non-internationalizing companies are more affected by 

domestic competition, which could hinder them from taking on international activities (Table 9). 

This is supported by the case of Anjari Soda Factors, as fierce competition makes the company 

focus on the domestic market. This is against H2.1.1, which suggests that fierce competition on 

the domestic market pushes companies towards a downstream internationalization strategy. 

Nevertheless, industry factors do not seem to determine substantial differences between non-

international and international companies.   

In contrast, there are some differences regarding internal factors: With an average number of 167 

employees and an average operational period of 16.82 years, internationalizing companies are 

much larger and longer operational as their counterparts, which only employ 46 persons while 

being operational for 13.71 years, on average. In addition, globally operating companies 

outperform non-internationalizing companies financially, as 18.2 per cent compared to 8.0 per 

cent have a financial performance well above industry level. These two findings indicate support 

for hypothesis 3.3. Whilst internationalizing companies have more resources in terms of size, 

finance and years of operation, non-international firms have better managerial capabilities, as 

83.0 per cent compared to 75.3 per cent consider these as an organizational strength (Table 9). 

Consequently, African companies do not seem to rely on strong capabilities when entering foreign 

markets, which could indicate that they augment rather than exploit assets.   

Lastly, the two groups of companies differ with regard to institutional factors. Whilst half of 

domestically operating companies consider institutional voids in the capital, labour and inputs 

sector as a barrier to the growth of the business, more than three quarters of the international 

companies do so. Consequently, African firms might enter foreign markets in order to overcome 

the institutional voids in their domestic markets. Moreover, companies which enter foreign 

markets are more effected by corruption (32.7 per cent compared to 17.0 per cent), whereas 

their counterparts are restricted more by weak infrastructure (29.0 per cent compared to 23.6 per 

cent). This could indicate that weak infrastructure hinders companies to enter foreign market and 

that those which are international managed to overcome this barrier. In addition, internationally 

operating companies rely more on trade incentives (38.9 per cent).  

In Kenya, the largest share of companies, i.e. 64.5 per cent, engages in international activities, 

followed by Tanzania (50.8 per cent) and Zambia (42.1 per cent). As countries are a proxy for 

institutional conditions, reasons for these differences are attributed to the institutional setting 

within the countries. This is against the previous findings described above, which moderate the 

impact of institutions on the internationalization of African firms. Kenyan companies might have 
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more international activities, as it is ranked higher on the Trading Across Borders rank (World 

Bank, 2017) than the two other countries. Consequently, the trade regulations of Kenya seem to 

be more encouraging of international activities, when compared to their Zambian and Tanzanian 

counterparts. Moreover, Kenyan companies have a higher manufacturing value added. This could 

indicate that more Kenyan firms are internationalizing as they make extensive use of the domestic 

labour force, which might give them a competitive advantage in other markets. Another reason 

for the differences in international activities between countries could be attributed to the 

infrastructure, as Kenya is ranked higher on the Logistics Performance Index (World Bank, 2017).   

After having described the sample data and differences between internationalizing and non-

internationalizing companies, the following section presents the results of the regression analyses 

with regard to the explanatory factors of African firm internationalization.  

8.2.3 Explaining African Firm’s Internationalization Strategies 

This section tests hypotheses H2.1.1- H2.3.4 and thereby analyses, which factors can explain the 

commitment level, target market, and internationalization paths of African firms. Table 10 shows 

the results of the regression analyses with the internationalization dimensions (commitment 

level, target market, internationalization path) as dependent, and the strategic tripod factors as 

independent variables.  

Firstly, there is support for H2.1.1, as experienced competition on the domestic market increases 

African firms’ commitment level to internationalization by 11.12 per cent (Table 10). Even though 

competition is generally low on African markets  (Gaur & Kumar, 2010; Hansen et al., 2015), the 

food industry is shaped by intensifying competition (Henson & Cranfield, 2009), which triggers 

internationalization of African firms (Azam et al., 2001; Das, 1994; Dawar & Frost, 1999; 

Yamakawa et al., 2008). Besides the commitment level of African firms, the competition also 

impacts upstream internationalization. Anjari Soda Factory, for instance, needs to keep up with 

the technological standards of the competition. As high quality machinery and inputs are not 

available in Tanzania, the company relies on imports in order to be competitive. This indicates 

that African firms are dependent on foreign technology and inputs in order to be able to compete 

on their domestic market. Hence, African firms do not exploit existing capabilities when 

internationalizing, but rather pursue asset augmentation strategies (Mathews, 2006) on global 

markets. 
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 Internationalization 
Dimension 

Commitment 
Level 

Target Market Internationalization Path 

 Dependent Variable Commitment 
Level 

Global 
Target 
Market 

Regional 
Target 
Market 

Downstream 
Path 

Upstream 
Path 

 Testing for Hypotheses H2.1.1, 
H2.2.1, 
H2.3.1 

H2.2.2 H2.3.3 H2.1.2,  
H2.3.4 

H2.3.2 

       

 Adj. R squared 0.124**     0.057** 0.071** 0.138** 0.079** 

       

In
d

u
st

ry
 Competition        11.126** -0,707 -0,304 -1,011 8,839** 

Labour Intensity  0.136     0,217** 0,282** 0,498** 0,108 

In
te

rn
al

 

Years of Operation 0.413* -0,132 -0,124 -0,255 0,405* 

Financial Performance  1.937 1,160 4,617** 5,777** 0,798 

Size      0.015** 0,004 -0,002 0,002 0,007 

Capabilities 
 

-4.681 -3,326* -0,414   -3,740 -3,056 

In
st

it
u

ti
o

n
al

 

Institutional Voids  6.439* 2,274 1,185 3,459 3,297 

Weak Infrastructure -5.606 1,521 -1,312 0,209 -11,182** 

Corruption    8.928 -2,057 1,812 -0,245   7,866 

Trade Incentives 0.756    4,423 1,586    6,009* -0,148 

 ** is significant for p≤0.05; * is significant for p≤0.1 
The values in bold indicate the hypothesized explanatory factors. 

Table 10: Regression Results for Explanatory Factors 

  

This is also supported by the internal factors, as capabilities, as well as financial performance 

cannot significantly explain the commitment level of African firms (Table 10). H2.2.1 can 

nevertheless be partly supported, as both the years of operation and size of companies have a 

positive impact on their commitment level. This supports the incremental internationalization 

process (Johanson & Vahlne, 1977) and the finding that a minimum size is needed for African 

firms to internationalize (Teal, 1999). However, both factors only have a weak impact on the 

commitment level. Hence, even relatively young and small African companies are operating 

internationally which is in line with findings from literature on African firms (Abor et al., 2008; 

Fafchamps et al., 2008; Kuada & Sørensen, 1999), born globals (Bell et al., 2003) and accelerated 
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internationalization (Bonaglia et al., 2007; Luo & Tung, 2007; Mathews, 2006).  Besides the 

commitment level, the years of operation of African food processors also positively impact their 

upstream internationalization path. The qualitative findings reveal that the age of firms differs 

with regard to the internationalization path: According to the case of Bio Food Products, African 

firms import their machinery or inputs right from the beginning of their operations, whilst they 

firstly sell their products on the domestic market before entering other markets.  

In addition to industry-related and internal factors, institutions impact the commitment level of 

African firm internationalization. H2.3.1, which suggests that weak infrastructure and corruption 

push African companies to higher commitment levels of internationalization, is not supported by 

the data. However, another institutional variable, namely institutional voids, significantly 

influences the commitment level of African firms. More precisely, there is a positive relation, 

indicating that firms escape from the institutional voids on their domestic market by 

internationalization (Azam et al., 2001). Institutional voids on the product or labour market, for 

instance, trigger the imports of machineries with high technological standards, which is supported 

by the exemplary cases.  

Secondly, the target market of African firm internationalization is influenced by industry-related 

and internal factors: With regard to the internationalization to global markets, internal factors do 

not have a positive impact. Hence, H2.2.2 is not supported. More precisely, the years of 

operation, financial performance and size cannot significantly explain African firms’ entry on 

global markets. In contrast, capabilities have a significant influence, but impact global market 

entry negatively. This indicates that African firms enter global markets due to the lack of 

capabilities. Hence, they try to augment their assets by leveraging resources from abroad 

(Bonaglia et al., 2007; Mathews, 2006).  

Moreover, the regional target market is not impacted by institutional factors. Hence, there is no 

evidence in the data that African companies have an advantage when entering similar African 

markets, as suggested by literature (Cuervo-Cazurra & Genc, 2008; Ramamurti, 2008).  

Nevertheless, it is noticeable, that the company cases which are exporting parts of their products 

primarily sell them to neighbouring countries. However, it seems that this is due to geographical 

proximity rather than similar institutional settings.   

Furthermore, the financial performance has a positive impact on both, the regional target market 

and downstream internationalization. This indicates, that African companies, which mainly export 

to regional target markets need financial resources to initiate their downstream activities. As 

access to capital is very limited in many African countries, this can potentially be a major obstacle 
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to exporting. In addition to financial performance as an internal factor, industry-related and 

institutional factors impact downstream internationalization of African firms. Labour intensity has 

a positive impact on the export intensity; hence, there is support for H2.1.2. This indicates that 

African food processors make use of the cheap labour in their home countries in order to be able 

to export products at a low price (Dawar & Frost, 1999; Henson & Cranfield, 2009; Yamakawa et 

al., 2008). Thereby, African firms obtain a competitive advantage on both regional and global 

target markets, as labour intensity has a positive impact on both target market regression models.   

In terms of institutional factors, downstream internationalization is triggered by trade incentives, 

indicating that African food processors internationalize in an opportunistic manner (H2.3.4). This 

shows that the trade liberalization practices of African governments indeed promote international 

activities of local companies. However, as the case of Anjari Soda Factory shows, trade policies in 

Tanzania are still highly volatile and are often changed after a short period only. Hence, in order 

to have a larger impact on the internationalization of African firms, trade incentives and policies 

have to be more consistent and reliable.  

Lastly, H2.3.2 that African companies engage in upstream internationalization in order to 

compensate for institutional voids is not supported. However, another institutional factor, i.e. 

infrastructure, impacts the import intensity. More precisely, the lack of infrastructure hinders 

African food processors to import technology and machinery. Similarly, the case of Bio Food 

Products showed that the weak infrastructure undermines the company’s wish to export larger 

shares of their products. 

8.2.4 Summary of Explanatory Factors 

This section analysed part 2 of the research question, i.e. the factors that explain African firm 

internationalization. Firstly, it was shown that the strategic tripod can significantly explain 

internationalization. While all three factors, namely industry-specific, internal and institutional, 

impact African firm internationalization, institutional factors do not always have the strongest 

impact. Secondly, it was analysed how variables of the strategic tripod influence the 

internationalization dimensions. The commitment level is influenced by the local competition, 

years of operation, size and institutional voids. The target market of African firm 

internationalization is determined by industry-related (labour intensity) and internal factors 

(financial performance and capabilities). Lastly, competition, labour intensity, years of operation, 

financial performance, infrastructure and trade incentives impact their internationalization paths.  
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8.3 Summary of Analysis 

This section analysed the data in order to answer the research question. Firstly, the 

internationalization strategies of African firms were analysed by descriptive statistics and a cluster 

analysis. These revealed that African companies mainly internationalize on a low commitment 

level, to regional markets and by upstream internationalization. There are, however, some 

companies which have a high commitment to upstream internationalization (cluster 2) or 

comparably high export intensity and activities on global markets (cluster 3). Hence, African 

companies internationalize in a distinct manner, which is different to the internationalization 

strategies of previous research.  

In a second step, the explanatory factors of African firm internationalization strategies were 

explored. It was shown that the strategy tripod can significantly explain African firm 

internationalization. More precisely, the strategic tripod factors can explain the commitment 

level, as well as the internationalization path of African firms, whereas the target market is only 

determined by industry-related and internal factors. 

9. IMPLICATIONS 

Based on the analysis and findings, this section derives implications for both, policy and research. 

9.1 Research Implications and Future Research 

This thesis contributes to research in various ways and points out promising agendas for future 

research. Firstly, I propose a three-dimensional conceptualization of African firm 

internationalization, consisting of commitment level, target market and internationalization path, 

which I use to explore the internationalization strategies of African firms. These 

internationalization dimensions provide a basis for future research, as they promise an extensive 

understanding of the international activities. This thesis particularly emphasizes the importance of 

the upstream internationalization path, which paved the path for future research in this 

underexplored internationalization dimension (Kuada & Sørensen, 1999; Naldi & Zahra, 2007). 

Moreover, it is shown that African firms internationalize with distinct strategies, which differ from 

the approaches discussed in existing literature. Thereby, this thesis adds insights to the nascent 

research area of African firm internationalization. The analysis reveals that upstream and 

downstream internationalization of African firms differ substantially with regard to the 

commitment level and target markets, as well as their explanatory factors. Whilst African 

companies have low export intensity to primarily regional markets, upstream internationalization 
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paths, i.e. import activities, often target global markets with a high commitment level. Hence, it is 

crucial that literature acknowledges the importance of studying import activities. Especially in a 

DC context, upstream internationalization is highly important for local firms in order to access 

high quality technology. Given that food processing machinery is rarely available on African 

markets, upstream internationalization is a prerequisite for African food processors’ operations. 

Moreover, African firms seem to internationalize through upstream paths in order to strengthen 

their position on the domestic market (Ramamurti, 2012).   

In contrast to upstream internationalization, African food processors only export very little, which 

reflects that they have not been able to take advantage of the increasing global trade of 

processed foods (Athukorala & Sen, 1998). This is concerning, as exports can contribute to 

economic development in DCs (Azam et al., 2001; Bigsten et al., 2004; Söderbom & Teal, 2003). 

The analysis reveals that labour intensity within the industry, the financial performance of 

companies and the trade incentives provided by the government positively impact the export 

activities of African companies. Consequently, African food processors rely on the extensive use of 

(cheap) labour and trade incentives when exporting their products. Moreover, they need financial 

resources in order to enter foreign markets. As the access to capital is a major issue in many 

African countries, this could explain the low commitment to downstream internationalization. 

Based on these findings, future research should further explore reasons for the differences in 

commitment level between the internationalization paths.   

Moreover, the strategic tripod framework proves to be able to significantly explain the 

internationalization dimensions of African firms. Hence, future research on (African) firm 

internationalization should also consider industry-related, internal and institutional factors. 

However, the strategic tripod framework has a low explanatory power. This indicates that the 

variables used for the regression analyses cannot fully explain African firm internationalization. 

Future research should, therefore, include other industry-related, internal or institutional factors, 

such as African firms’ core competences or more specific institutional voids. Moreover, Porter’s 

(1980) five forces could be included as industry-factors in future research. Besides the strategic 

tripod factors, there might, however, be additional factors outside the model which might 

determine African firm internationalization.  

Amongst the industry-related factors competition is strongly determining the commitment level 

and upstream internationalization. This indicates that fierce competition pushes African firms to 

foreign markets (Azam et al., 2001; Das, 1994; Dawar & Frost, 1999; Yamakawa et al., 2008). At 



70 
 

the same time, upstream internationalization, i.e. the import of technology and inputs, is used to 

keep up with the domestic competition. Moreover, labour intensity is more relevant for 

downstream internationalization and the target market decision, which indicates that African 

food processors rely on the use of cheap domestic labour, which gives them a competitive 

advantage when internationalizing (Ibeh et al., 2012). 

Whilst some internal factors provide support for the incremental internationalization process 

(Johanson & Vahlne, 1977), it was shown that African food processors take on (upstream) 

internationalization activities already at an early stage of their operations. More precisely, the 

thesis contributes to nascent literature streams as it shows that the size and years of operation of 

African firms only have a small impact on international activities. Even though internationally 

operating companies are, on average, larger and established earlier than their non-international 

counterparts, young and small African firms also internationalize. Hence, so called born global 

firms (Bell et al., 2003) also seem to exist in the African context. This indicates that globalization 

facilitates access to global markets: In today’s flat world (Friedman, 2005), even companies which 

have little ownership advantages and operate in challenging institutional environments can 

participate in the global market.  

In addition, African companies augment, rather than exploit their capabilities when 

internationalizing to global markets.  African firms engage in upstream internationalization in 

order to access technology which is not available on the domestic market and to overcome their 

lack of ownership advantages. This is in line with the asset-augmentation argument by the 

latecomer literature (Bonaglia et al., 2007; Mathews, 2006). However, the analysis did not reveal 

how exactly African firms augment their assets. Hence, future research is needed to understand 

this strategic aspect of African firm internationalization.  

Furthermore, I showed that institutional factors play a particular role for upstream 

internationalization. With regard to other internationalization dimensions, industry-related and 

internal factors seem to play a more important role. This is surprising, as research (Khanna 

& Palepu, 1997; Wright et al., 2005; Xu & Meyer, 2013) emphasizes the role of institutions in 

developing countries. Reasons for the limited role of institutions could be the fact that the trade 

legislation is frequently changing in African countries (see case of Anjari Food Factory).  

Moreover, the market entry decision of African firms is not significantly explained by institutional 

factors. Future research should explore if the consideration of target market institutions might 

impact this effect. In my thesis, I only considered four variables describing the domestic 



71 
 

institutions. Previous research, however, pointed out that the similarity or difference of the 

domestic and target market environment can impact internationalization strategies (Cuervo-

Cazurra & Genc, 2008; Ramamurti, 2008). Hence, future research should not only consider more 

institutional factors, but also include a comparison of local and target market institutions when 

assessing whether institutions can explain the target market decision of African firms.   

Lastly, the thesis reveals that the internationalization activities of the three African countries 

differ. More precisely, relatively more Kenyan companies are operating outside their domestic 

market than companies from Tanzania or Zambia do. Whilst macroeconomic and trade figures 

might be able to explain some of the differences, future research is needed to explore what 

explains these differences and whether Kenyan, Zambian and Tanzanian companies pursue 

different internationalization strategies.  

9.2 Policy  Implications 

The findings of both, the quantitative and qualitative analysis have policy implications in Africa.  

Despite the liberalization practices which took place since the 1980s, some African food 

processing industries are still protected (Binswanger & Lutz, 2003; Díaz‐Bonilla & Reca, 2000, 

p. 224; Rodrik, 1998) in order to limit foreign competition. This seems to be particularly true for 

Tanzania, which ranks 180th out of 189 on the Trading Across Borders rank by WITS World Bank 

(2017). As shown above, trade incentives have a positive influence on both internationalization 

paths. Hence, they seem to be suitable measures to trigger internationalization of African firms. 

Governments in Kenya, Tanzania and Zambia should therefore extend their trade incentive 

practices in order to promote local companies’ integration into the world economy. 

Consequently, export-led-growth could positively contribute to the economic development in 

these countries (Azam et al., 2001; Greenaway et al., 2002; Ibeh, 2004; Ibeh et al., 2012; Kuada, 

2016; Rutashobya & Jaensson, 2004; Söderbom & Teal, 2003). As the case of Tanga Fresh 

shows, the strengthening of the East African Community would be one way to increase the 

exchange of products between countries. This could have a positive developmental impact on the 

whole region. With regard to trade policies, it is important that there is certain stability. If the 

trade legislation changes frequently, African companies, such as Anjari Soda Factory, cannot make 

agreements with foreign suppliers, which is detrimental to their profitability.  

Furthermore, policy makers should not undermine the importance of African firms’ upstream 

internationalization paths. As the case studies showed, African companies import modern 

machinery and technology, which is not available on their domestic market and thereby enhance 
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their productivity and quality. Consequently, African governments have to find the right balance 

of protecting local companies from foreign competition and enabling local companies to augment 

their assets by accessing foreign technologies. As the analysis shows that many African firms 

import technology and inputs from Western companies, African governments should try to 

establish close ties with these markets, e.g. through the establishment of Western chambers of 

commerce in African markets. If African companies can access high-standard inputs more easily, 

their products will be more competitive, which, in turn, increases the chances of successful 

exporting activities and can ultimately lead to economic development.   

In addition, the analysis revealed that African firms engage in upstream internationalization in 

order to escape the institutional voids on their local markets. Consequently, a high commitment 

level to (upstream) internationalization does not necessarily reflect the strengths of local 

companies, but rather the weakness of the local market. Java Foods, for instance, would prefer to 

purchase inputs and technology locally, in order to strengthen the supplier base in Zambia. Due to 

the lack of suppliers or sufficient quality standards amongst suppliers, Java Foods imports 

technology and parts of their inputs. Hence, in contrast to the export-led-growth hypothesis, 

upstream internationalization does not reflect economic development. Policy makers should 

consider this and try to strengthen institutions and facilitate market transactions. A strengthening 

of the domestic market environment and local supplier base does not only contribute to 

economic development in Africa, but allows African companies can base their internationalization 

on the strengths and not on the weakness of domestic market.  

Moreover, the lack of infrastructure is detrimental to international activities of African firms. As 

the case of Bio Food Products shows, products cannot be exported, as the lack of adequate 

infrastructure does not allow transporting goods with a short shelf live across borders. Especially 

in Zambia, the infrastructure is a major challenge (World Bank Database, 2017). Consequently, the 

government should invest in infrastructure in order to facilitate the internationalization of local 

companies and thereby promote economic development. However, isolated investments in 

infrastructure cannot increase regional trade, as companies’ exporting activities strongly depend 

on neighbouring countries’ infrastructure. Hence, in order to make a smooth transport of goods 

between countries possible, African governments should collaborate in order to improve the 

infrastructure within the whole region.   

Similarly, corruption is still an issue in all three countries (Transparency International, 2017). 

Therefore, African governments should establish a reliable economic system with contract 

enforcement mechanisms in order to reduce corruption. If African firms can find reliable suppliers 
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on the domestic market from which they can purchase inputs, a greater number of local suppliers 

could operate successfully. This would positively impact job creation and economic development 

in Africa.  

However, this requires that the quality standards of the products are sufficient, which depends on 

the resources and capabilities of domestic firms. As the regression results show, African firms 

cannot rely on their capabilities when internationalizing.   

Even though some scholars downplay the importance of strong ownership-advantages for 

internationalization (e.g. Mathews, 2006), literature on African firms shows that capabilities such 

as the level of education play a role for exporting activities (Gumede & Rasmussen, 2002; Obben 

& Magagula, 2003). African governments should, therefore, provide a good education system in 

order to promote the development of strong local capabilities. This could enable African firms to 

rely more on internal strengths, such as managerial capabilities. Similarly, the financial 

performance has a positive impact on African firm internationalization, which shows that financial 

resources are required in order to operate internationally. Hence, African governments should 

make sure that access to capital is improved.  

In general, it is crucial that governments acknowledge the great potential that trade of processed 

foods holds for economic development and therefore introduce programmes to support the 

sector. Otherwise, African companies might not manage to keep up with the competition in the 

global trade of processed foods.  

10. CONCLUSION 

The internationalization of African firms can have a positive developmental impact in the 

continent. Unfortunately, African food processors primarily internationalize through upstream 

internationalization, i.e. imports, while downstream activities through exporting remain scarce. 

Despite the positive effect of upstream activities on the productivity and competitiveness of 

African firms, exporting is more likely to result in economic development. Hence, it is important to 

understand what drives the internationalization of African firms in order to find effective ways to 

strengthen and support further international activities. This thesis therefore explores the 

internationalization strategies of African firms and their explanatory factors based on a unique 

data set of 210 food processors from Kenya, Zambia and Tanzania. Moreover, four case studies 

complement the quantitative findings, in order to comprehensively explore African firm 

internationalization.   

The thesis reveals that African firms’ internationalization strategies are unique and adapted to the 
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DC context: Most of African firms internationalize with a low commitment, to regional markets 

and through upstream internationalization paths (cluster 1). More precisely, African firms mainly 

enter global markets with a high commitment in order to import products, whereas there is a low 

commitment level to exporting on primarily regional markets. Hence, African firms have distinct 

internationalization strategies, which differ from traditional IB theories. Besides this dominant 

pattern of African firm internationalization strategy, there are, however, some companies which 

have a high commitment to upstream internationalization (cluster 2) or comparably high export 

intensity and activities on global markets (cluster 3).   

In addition, the strategic tripod framework is a suitable analytical perspective in order to assess 

the internationalization strategies of African firms. More precisely, industry-related, internal and 

institutional factors combined can significantly explain the commitment level, target market and 

paths of African firm internationalization. Against the notion in literature, institutional factors do 

not play a dominating role and they cannot explain the target market decision of African firms. 

Future research should explore other strategic tripod factors which can explain African firm 

internationalization. Moreover, the findings have policy implications: African governments should 

support both, upstream and downstream internationalization by providing reliable and stable 

laws and trade regulations. Moreover, investments in infrastructure are needed in order to 

mitigate logistic obstacles to African firms’ international activities.  
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12. APPENDICES 

Appendix I: IBM SPSS Statistics – Cluster Analysis Outputs 

Ward Linkage 
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192 96 97 5197,363 178 170 204 
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195 9 26 6944,398 184 144 203 

196 47 117 7649,398 189 0 204 

197 22 99 8594,503 181 186 201 

198 2 6 9796,831 177 194 207 

199 1 11 11324,621 191 188 202 
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201 22 83 14639,625 197 158 203 
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203 9 22 21424,825 195 201 208 
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Initial Cluster Centers 
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Import Intensity 100 0 0 

Export Intensity 20,00 ,00 100,00 

Regional Market ,00 ,00 ,00 

Global Market 1,00 ,00 1,00 

Upstream Dummy 1,00 ,00 ,00 

Downstream Dummy ,00 ,00 1,00 

 

 
Iteration Historya 

Iteration 

Change in Cluster Centers 
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1 24,365 7,492 28,650 

2 ,000 1,503 6,915 

3 ,000 ,256 1,268 

4 ,000 ,000 ,000 
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Final Cluster Centers 

 
Cluster 

1 2 3 

Import Intensity 76 5 8 

Export Intensity 15,03 3,51 64,22 

Regional Market ,57 ,26 ,81 

Global Market ,11 ,03 ,59 

Upstream Dummy 1,00 ,34 ,63 

Downstream 

Dummy 

,20 ,08 ,33 

 
 

Distances between Final Cluster Centers 

Cluster 1 2 3 

1  72,035 84,070 

2 72,035  60,793 

3 84,070 60,793  

 

 

 

 

 

 
 

 
 

Number of Cases in each 

Cluster 

Cluster 1 35,000 

2 148,000 

3 27,000 

Valid 210,000 

Missing ,000 

ANOVA 

 

Cluster Error 

F Sig. Mean Square df 

Mean 

Square df 

Import Intensity 72892,700 2 107,306 207 679,299 ,000 

Export Intensity 42155,468 2 137,327 207 306,972 ,000 

Regional Market 4,318 2 ,198 207 21,858 ,000 

Global Market 3,652 2 ,067 207 54,177 ,000 

Upstream Dummy 6,379 2 ,192 207 33,245 ,000 

Downstream 

Dummy 

,820 2 ,109 207 7,500 ,001 
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Appendix II: IBM SPSS Statistics – Regression Analysis Output 

Commitment Level  

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 ,426
a
 ,182 ,124 28,73909 

 

ANOVA 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 26223,833 10 2622,383 3,175 ,001
b
 

Residual 118108,766 143 825,935   

Total 144332,599 153    

 

Coefficients 

Model 

Unstandardized Coeffi-

cients 

Standardized 

Coefficients 

t Sig. 

Collinearity Statistics 

B Std. Error Beta 

Toler-

ance VIF 

 (Constant) -1,328 13,087  -,101 ,919   

Competition 11,126 4,681 ,195 2,377 ,019 ,848 1,179 

Labour Intensity ,136 ,191 ,057 ,714 ,476 ,909 1,100 

Years of Operation  ,413 ,223 ,153 1,851 ,066 ,833 1,200 

Financial Performance 1,937 2,695 ,060 ,719 ,473 ,816 1,226 

Size ,015 ,007 ,196 2,300 ,023 ,788 1,269 

Capabilities Dummy  -4,681 3,339 -,112 -1,402 ,163 ,892 1,121 

Institutional Void Dummy 6,439 3,617 ,144 1,780 ,077 ,878 1,139 

Weak Infrastructure Dummy -5,606 5,665 -,080 -,989 ,324 ,869 1,151 

Corruption Dummy 8,928 5,666 ,129 1,576 ,117 ,855 1,169 

Trade Incentives Dummy ,756 5,198 ,011 ,145 ,885 ,915 1,093 

a. Dependent Variable: Commitment Level 
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Global Target Market  

 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 ,344
a
 ,118 ,057 14,916 

 

ANOVA 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 4268,073 10 426,807 1,918 ,047
b
 

Residual 31817,778 143 222,502   

Total 36085,851 153    

 

Coefficients 

Model 

Unstandardized Coeffi-

cients 

Standardized 

Coefficients 

t Sig. 

Collinearity Statistics 

B Std. Error Beta 

Toler-

ance VIF 

 (Constant) -1,133 6,793  -,167 ,868   

Competition -,707 2,429 -,025 -,291 ,772 ,848 1,179 

Labour Intensity ,217 ,099 ,180 2,190 ,030 ,909 1,100 

Years of Operation  -,132 ,116 -,098 -1,135 ,258 ,833 1,200 

Financial Performance 1,160 1,399 ,072 ,829 ,408 ,816 1,226 

Size ,004 ,003 ,111 1,257 ,211 ,788 1,269 

Capabilities Dummy  -3,326 1,733 -,160 -1,919 ,057 ,892 1,121 

Institutional Void Dummy 2,274 1,877 ,101 1,211 ,228 ,878 1,139 

Weak Infrastructure Dummy 1,521 2,941 ,044 ,517 ,606 ,869 1,151 

Corruption Dummy -2,057 2,941 -,059 -,700 ,485 ,855 1,169 

Trade Incentives Dummy 4,423 2,698 ,135 1,639 ,103 ,915 1,093 

a. Dependent Variable: Global Target Market 
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Regional Target Market  

 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 ,363
a
 ,132 ,071 15,166 

 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 4996,413 10 499,641 2,172 ,023
b
 

Residual 32889,198 143 229,994   

Total 37885,610 153    

 

Coefficients 

Model 

Unstandardized Coeffi-

cients 

Standardized 

Coefficients 

t Sig. 

Collinearity Statistics 

B Std. Error Beta 

Toler-

ance VIF 

 (Constant) -11,286 6,906  -1,634 ,104   

Competition -,304 2,470 -,010 -,123 ,902 ,848 1,179 

Labour Intensity ,282 ,101 ,229 2,802 ,006 ,909 1,100 

Years of Operation  -,124 ,118 -,090 -1,049 ,296 ,833 1,200 

Financial Performance 4,617 1,422 ,280 3,247 ,001 ,816 1,226 

Size -,002 ,004 -,060 -,684 ,495 ,788 1,269 

Capabilities Dummy  -,414 1,762 -,019 -,235 ,815 ,892 1,121 

Institutional Void Dummy 1,185 1,909 ,052 ,621 ,536 ,878 1,139 

Weak Infrastructure Dummy -1,312 2,990 -,037 -,439 ,661 ,869 1,151 

Corruption Dummy 1,812 2,990 ,051 ,606 ,545 ,855 1,169 

Trade Incentives Dummy 1,586 2,743 ,047 ,578 ,564 ,915 1,093 

a. Dependent Variable: Regional Target Market 
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Downstream Path  

 
 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 ,441
a
 ,194 ,138 20,77561 

 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 14886,299 10 1488,630 3,449 ,000
b
 

Residual 61722,538 143 431,626   

Total 76608,838 153    

 

Coefficients 

Model 

Unstandardized Coeffi-

cients 

Standardized 

Coefficients 

t Sig. 

Collinearity Statistics 

B Std. Error Beta 

Toler-

ance VIF 

 (Constant) -12,419 9,461  -1,313 ,191   

Competition -1,011 3,384 -,024 -,299 ,766 ,848 1,179 

Labour Intensity ,498 ,138 ,285 3,618 ,000 ,909 1,100 

Years of Operation  -,255 ,161 -,130 -1,580 ,116 ,833 1,200 

Financial Performance 5,777 1,948 ,246 2,966 ,004 ,816 1,226 

Size ,002 ,005 ,034 ,403 ,687 ,788 1,269 

Capabilities Dummy  -3,740 2,414 -,123 -1,549 ,124 ,892 1,121 

Institutional Void Dummy 3,459 2,615 ,106 1,323 ,188 ,878 1,139 

Weak Infrastructure Dummy ,209 4,096 ,004 ,051 ,959 ,869 1,151 

Corruption Dummy -,245 4,096 -,005 -,060 ,952 ,855 1,169 

Trade Incentives Dummy 6,009 3,757 ,125 1,599 ,092 ,915 1,093 

a. Dependent Variable: Downstream Path 
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Upstream Path  

 
 

Model Summary 

Model R R Square 

Adjusted R 

Square 

Std. Error of the 

Estimate 

1 ,374
a
 ,140 ,079 27,105 

 

ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 17041,414 10 1704,141 2,320 ,015
b
 

Residual 105061,995 143 734,699   

Total 122103,409 153    

 

Coefficients 

Model 

Unstandardized Coeffi-

cients 

Standardized 

Coefficients 

t Sig. 

Collinearity Statistics 

B Std. Error Beta 

Toler-

ance VIF 

 (Constant) 5,026 12,343  ,407 ,684   

Competition 8,839 4,415 ,169 2,002 ,047 ,848 1,179 

Labour Intensity ,108 ,180 ,049 ,600 ,550 ,909 1,100 

Years of Operation  ,405 ,211 ,164 1,924 ,056 ,833 1,200 

Financial Performance ,798 2,541 ,027 ,314 ,754 ,816 1,226 

Size ,007 ,006 ,102 1,170 ,244 ,788 1,269 

Capabilities Dummy  -3,056 3,150 -,080 -,970 ,333 ,892 1,121 

Institutional Void Dummy 3,297 3,412 ,080 ,966 ,336 ,878 1,139 

Weak Infrastructure Dummy -11,182 5,343 -,174 -2,093 ,038 ,869 1,151 

Corruption Dummy 7,866 5,344 ,123 1,472 ,143 ,855 1,169 

Trade Incentives Dummy -,148 4,902 -,002 -,030 ,976 ,915 1,093 

a. Dependent Variable: Upstream Path 
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Appendix III: Transcription of Case Study Interviews 

Case 1: Bio Food Products 

Interview via Skype with Binoy Zachariah, February 7
th

 2017, 4.15-4.45 pm 

Amelie: Please tell me a bit how and when your company started. 

Binoy: We started 25 years ago and it was an experiment, because I am a grain 

milling engineer by profession. I started this because I wanted some new 

challenges. The aim of this besides being a great challenge was to only target an up 

market, a niche market. Because 25 years ago there was, and there still is, a lot of 

rubbish in the market. So I was targeting mainly the European Market segment, 

generally the niche. So we started with fruit yoghurt, and we slowly went into 

numerous other products. If you look at our website, you will find them. So the 

whole range is there. So after about 4 years of just messing around it started 

bearing fruit. I started learning the hard way about bacteria and milk, of which I did 

not know a lot. And well, there were many times that I regretted that I started it, 

because it was very though. But despite all these problems we started expanding. 

We shifted location as we started increasing our revenue and toady we are in our 

forth location.  

Amelie: Do you engage in cross border activities, that means, importing or 

exporting? 

Binoy: Let me just start with the imports. Our main ingredient, which is milk, is 

100% local. Kenya is the highest per capita producer of milk in the African 

continent. However, the milk is of extremely poor quality. When we talk of quality 

in terms of microbiology we are talking of four parameters: Firstly, milk is the most 

sensitive raw material there is. It goes off very fast and the bacteria in the milk 

grow exponentially. So the biggest challenge we have here is the poor hygiene 

standard. The other challenge in terms of quality is the massive short-term 

mentality in many African countries: to do everything very quick. Short-term 

mentality means if I am a farmer or a middle man the milk is spoiling fast. And I 

don’t want to lose that milk, I want to make money with it, so I through in 

preservatives. Which are not allowed, but I do this. So, fighting against 

preservatives is the second challenge. The third challenge comes partly from 

culture but also partly from lack of knowledge. When a cow is sick it is injected 

with antibiotics and the normal standard or good practice would be to put that 

milk aside. But here they will mix it in which means that the entire milk is full of 

antibiotics. The forth is the presence of toxins in milk. If you consume this milk for 

many years it kills you. You get kidney failure or liver failure. So I believe I can tell 

you that we are the only company in the whole region - East Africa and Central 

Africa - that controls against all of this. We only contracted farmers whom we pay 

very high, maybe 30-35% higher than the market. So this is the milk, everything is 

local. 

So, what we import are the fruit mixes, which might surprise you because there 

should be plenty of fruit here. But again, with the short-term mentality and lack 

accurate planning prices fluctuate drastically, quality fluctuates drastically, 

availability fluctuates. So we still buy local fruit but in order to have consistency, 

we started at some point, importing ready fruit mix, the way it is used everywhere 

in Europe. Ok, so we import this from European companies. Currently, we are 

getting it from a Danish company, previously we were getting it from a German 

company and Poland. So this is a big component of our imports, I mean value wise 

not quantity wise. The other big component that we import is the stabilizers, which 

are used to stabilize the product in terms of consistency, etc. And we always got 

this from Germany. And of course the bacteria, the culture. We import freeze, 

dried culture from a Danish company. So that’s as far as the imports. Sugar and 

milk powder is local. And as far as the technology and machinery since the start it’s 

100% imported. So 80% of our machinery is imported from Germany. And we 

import some packaging equipment from Italy. So this is as far as the equipment is 

concerned.  

And as far as the exports are concerned, we have two major fields of exports. One 

is the supply of the airlines flying out Nairobi, the international airlines. We do not 

deal with them directly; we deal with the airline catering company which is based 
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at the airport. So what goes into the aircrafts to foreign flights is considered as an 

export. And then, as far as exports to other countries are concerned we only export 

to some of the neighbouring countries, like Tanzania, Uganda, Rwanda, Sudan, 

Southern Sudan. Our exports are very small, together with the airlines, it is 

probably about 20%. The reason why it is small is not that we don’t want to export 

more, it’s more because the transport logistics between countries is a nightmare, 

but this is Africa. I don’t know if you have been there? 

Amelie: Yes, I have been there. 

Binoy: For traveling it is great, but when it comes to business all the levels of 

bureaucracy, corruption it is crazy. We have to go through so many steps. And then 

also when it comes to transporting by road – we cannot do it by air because it is 

too expensive – so when we do it by road there are the border hassles and the 

delays and all these things. We have perishable products, so we cannot let it go on 

and on. By the time the product reaches the destination the shelf life it too short. 

So things have improved over the last ten years in all areas, but it is extremely 

slow. We hope to export more in the future.  

Amelie: When did you start your international activities? 

Binoy: Some of the ingredients we have to import, like stabilizers, so that was right 

from the beginning. But technology it was very limited initially; one:  I did not have 

the finance, two: I did not have the knowledge of dairy equipment and to know 

where to import what from, etc. So as we grew we were able to import more 

equipment. Eventually about 3-4 years ago we put up a complete new plant from 

Germany.  

Amelie: So the imports increased over time? 

Binoy: Yes.  Regarding the exports, we did not start immediately. We did not do 

any exports for a good 9 years. And then the first thing we did was the airline 

catering company. And then slowly, progressively moved to the neighbouring 

countries as well. 

Amelie: Do you remember to which countries you started to export? 

Binoy: Yes, the first country we started with was Uganda, then Tanzania, then 

Southern Sudan, then Rwanda.  

Amelie: What helped you to internationalize?  

Binoy: With the import of equipment, it’s a necessity. You have to import if you 

want good stuff. Stabilizers were a necessity and even today still is because you 

cannot get it locally. Otherwise you put some substandard products into it.  

And with the fruit, we could do it locally, but as I said, the complexity with that is 

fluctuation of price, quality and availability. So we are getting local fruit, but 70 % is 

imported due to uniformity. So when we bring in a container we know we are good 

for the next 2 or 3 months so we can plan it very nicely. And with exports. We 

would love to export 100% if it would be possible (laughs). But the challenges have 

been all the bureaucracy, corruption, logistical problems, etc.  

Amelie: What are obstacles to internationalize? 

Binoy: The government often make laws which do not make sense, but you have to 

follow it. If you look at our labelling laws here in Kenya, it is worse than what you 

have in Germany. It’s totally exaggerated and out of proportion. But we have to 

follow it.  

Amelie: How is the competition in your industry on the Kenyan market? 

Binoy: Well, there are two sides to this. If you look at the overall dairy market, in 

theory, the competition is very high. I say theory, because the others are targeting 

a mass market. So if you look at the overall picture we are a small player. But if you 

look at our target market we command 65-70% of that market. So there are two 

ways of looking at it. 

So with my new Dutch partners, we are now trying to invest further and to expand 

to a lower level and to target a mid-segment.  
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Amelie: Would you say that the competition affects your internationalization? 

Binoy: The competition? Actually probably not.  

Even in the export segment we are only targeting a niche market. So there again, I 

would not really say that the local competition is affecting us. It is more the 

government bureaucracy and all the nightmare of paper work, road infrastructure, 

the time it takes… That’s the bigger issue.  

Amelie: From a firm internal perspective, is there a certain strength or capability 

which helped you to internationalize (both ways, to import and export)? 

Binoy: Yes sure, to import probably not, but to export our company’s strength is 

quality the way I said it. Those quality parameters is one of our major strengths. 

Another major strength is that nobody is doing R&D as much as we do. We have a 

fully flexible laboratory. However, the cost of this has been very high because I had 

4  expatriates working for me, all from Europe. Because otherwise you cannot 

achieve all these things. I have tried to engage local staff and keep positions but it 

is not possible. They have a different perception of quality and attitude to work, 

etc. So I had a Molkereimeister from Germany and a lady from Switzerland was 

heading the R&D. I had a guy from Denmark who was heading the sales and 

marketing. So, with this, we have been able to progress. These have been our 

strengths.  

And as you know, we have a wide range of products. And I believe that every 

product that we started was new in the region, either by the product itself or by 

the packaging concept. So, the variety, quality and consistency has, of course, 

positively impacted our exports. I’ll give you one more example: there are many 

companies which try to copy us and who make yoghurt and during the production 

process they through in things to try and thicken it, which you can buy locally. If we 

would not be focused on quality, we would do the same rubbish.  
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Case 2: Tanga Fresh Ltd 

Interview via Skype with Adam Gamba on March 23
th

, 2017 11.15-11.30 am  

Amelie: Please tell me a bit how and when your company started. 

Adam: My name is Adam Gamba, I work in the dairy sector since 1993. I work for 

Tanga Fresh, one of the big milk processing plants in Tanzania. We are processing 

around 50.000 liters per day. The plant is now expanding. 

Amelie: Will you expand in Tanzania or also to other countries? 

Adam: No, we are expanding in Tanzania only. We are expanding the plant 

processing capacity from 50.000 to 120.000 liters per day. 

Amelie: What kind of products do you offer?  

Adam: We offer fresh milk, processed milk, fermented milk, yoghurts, cream, 

cheese and butter. 

Amelie: When was Tanga Fresh Started? 

Adam: The plant was built in 1996, but it started operating in May 1997. 

Amelie: How many employees does Tanga Fresh have? 

Adam: Currently we are having more than 100 employees. 

Amelie: Now I would like to talk about the main topic of my thesis: the 

internationalization of Tanga Fresh. I understand internationalization as both, 

imports and exports. So maybe we can start with the imports. Can you tell me if 

Tanga Fresh imports parts of its inputs or machinery? 

Adam: We are importing a lot of spare parts of the machinery from Europe. And 

machines, we import the machines from the Netherlands and we have some filling 

machines from India. Also, one of the machines comes from Ukraine. And in the 

near future we will buy machinery for yoghurts from Russia. 

Amelie: Do you only import machinery or anything else? 

Adam: Only the machinery and spare parts. 

Amelie: So you import all of your machinery, and do not get anything from the 

local market, right? 

Adam: Yes, because of the technology. 

Amelie: When did you start importing? 

Adam: We started importing right from the beginning of our operations. 

Amelie: Ok. Do you also sell parts of your products abroad? 

Adam: No, most of the products, about 99 per cent are sold in Tanzania. And in 

very rare cases we export cheese to the near markets, to Kenya. 

Amelie: Since when are you engaged in exporting? 

Adam: We started right from the beginning exporting only a few products, cheese, 

only cheese. But it is very rare and not the main business. 

Amelie: Ok, that’s great. I can imagine it is not so easy to export the products. 

Adam: No, it is very difficult because of all the paper work, the documentation, the 

permits and everything, so it becomes a big complication. 

Amelie: How is the competition in the milk industry? 

Adam: The dairy sector is growing, the milk demand in the country is currently very 

high and there are very few plants in Tanzania. If you see, our plant is producing 

50.000 liters per day and this is the biggest plant in the country. And if you 
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compare this to the population, there is still lack of supply. So the competition is 

not high. 

Amelie: Does the competition somehow affect your international activities? 

Adam: No, it does not have an impact. 

Amelie: Are there governmental trade incentives? 

Adam: Not really. 

Amelie: Can you maybe tell me what your main challenges are when you 

internationalize? 

Adam: I think the main challenge is that when you buy something from abroad, you 

have to pay some extra duties, taxes on top of it, so the equipment becomes very 

expensive. 

Amelie: So are the taxes for imports high? 

Adam: Yes, they are very high. 

Amelie: Are there some particular challenges when you export? 

Adam: Yes, the paper work I mentioned earlier. There are a lot of complications if 

you want to sell your products outside the country. 

Amelie: Do some internal factors have an influence, e.g. quality? 

Adam: No, I don’t think it is a matter of quality, it is a matter of governmental 

barriers. 

Amelie: Are there some factors which facilitate your international activities? 

Adam: Yes, Tanzania, Kenya and Uganda which are part of the East African 

Community, are trying to find out if we can cross the borders without interruption. 
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Case 3: Anjari Soda Factory Ltd 

Interview via Skype with Hatim Anjari, on March 23
th

, 2017 12.00-12.30 am  

Amelie: Please tell me a bit how and when your company started. 

Hatim: We have 70 employees and offer drinks and sodas.  

Amelie: Do you import some of your inputs? 

Hatim: Yes, the raw materials, the concentrates and the flavourings are imported. 

And the machinieries are imported as well. 

Amelie: Ok, and from which countries do you get them from? 

Hatim: So the raw materials, including the concentrates and industrial sugar is 

coming from either India or Egypt. The flavouring is from European countries, 

mainly Holland, Germany and the UK.  And the machinery: Some of them are 

Italian, some of them are Chinese and some of them are locally made. 

Amelie: And since when did you import these inputs? 

Hatim: Since we started our business, because some things you cannot get locally. 

Amelie: Do you also export some of your products? 

Hatim: Yes, very minimal, but 10-15% we export to neighbouring Kenya and to 

Omar in the Middle East. 

Amelie: Ok,  I am also interested in knowing how the local competition in your 

industry is? 

Hatim: The local competition is quite severe, because there are a lot of other 

manufacturers from Coke and Pepsi. And we have a local competitor called Azam. 

So we have to compete with those guys. 

Amelie: And does the competition impact your internationalization? 

Hatim: If you don’t keep up with the latest technology, you have a problem. 

Amelie: Is there also an impact of the competition on the exports? 

Hatim: Yes, for the exports as well. Our competitors have their own distribution 

system, so for them it is much easier to enter to different markets. While we only 

have one facility, so it makes exporting more difficult. And also, they have more 

marketing power than we do. So it is difficult for us to keep up with their 

marketing.  

Amelie: With regard to your government: Does the government provide any 

support for imports or exports? 

Hatim: It is a very tricky question. They are actually not really support us. Especially 

with regard to utilities, meaning power and water supply. For us, this is a 

headache, because when you weak up in the morning and go to work you do not 

know if you have power. You have 60,70 persons coming to work and then you 

might not have power. And the other things are government policies, policies 

regarding import: One day, they would say certain products are free from taxation. 

And then, in the next budget year, they say now there is a duty on this product. So 

you don’t know where you are. You cannot plan 2-3 years in advance because you 

don’t know how the governmental policies will change. If you want to collaborate 

with somebody and the rules of regulations change very much and you don’t have 

stability: you have a contract which you have to fulfil, but after 6 months the 

taxation changes, it makes it difficult for us to fulfil that agreement. Because it is 

totally different to the policy when the contract was made.  

One example is sugar. We import sugar. Within a few months they increased the 

duty from 10 to 25 per cent. So this messed up all of our calculations because the 

costs increased tremendously. So that happens for a variety of goods.  
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Case 4: Java Foods Ltd 

Interview via Skype with Monica M. Katebe, on April 7
th

, 2017 10.00-10.30 am MEZ 

Amelie: Please tell me a bit how and when your company started. 

Monica: To give you some background: We started the business in 2012. We felt 

that Zambia was a very good country in terms of agriculture, but not really 

processing it. What we wanted to do is that we wanted to take advantage of what 

was grown and make food at an affordable price. Not only for Zambia, but for the 

whole region.  

In Africa we do grow a lot of food, but we do not process it, so we have to import 

finished products, which is a big problem. I was hoping that our company would 

somewhat be able to create a difference in that regard. 

So the first product we looked at was an instant noodle product, which might seem 

a bit strange. But it is actually not, given the demographics: We are a very young 

country with 50 per cent of the population being below the age of 18. We wanted 

to sell something to the bulk of the population. Also, Zambia grows a lot of wheat, 

which is the major component to instant noodles. So we really felt that it could be 

something we could do here. Obviously, you would have to grow the market 

because people didn’t know what noodles were, it was a foreign food. So we 

explained how to cook it and when to use it and that drove the demand. We 

marketed it towards students and working moms and talked about convenience 

and affordability. 

After that, we were looking what else we could do and we found that malnutrition 

is a major issue here. Malnutrition in the sense that people eat food but it is not 

giving them the right nutrition to grow, particularly those living in the cities, as they 

cannot grow their own vegetables. So our next product was targeting young 

persons and moms, which wanted to make sure to feed their children right. We 

launched our cereal which is mainly made out of maize and soya, grown locally. It 

has now been a year that we have got the product to the market. We are also 

collaborating with governments which are doing school feeding programmes.  

Amelie: How many employees does Java Foods have? 

Monica: We employ 20 full-time persons and 8 part time people. 

Amelie: I already read a bit about your company and I read that at first you did not 

produce the product yourself. How did that work? Can you tell me a bit about that 

and what made you decide to produce it yourself? 

Monica: Yes, so, because the first products was noodles, our fear was that you put 

up the production capacity right away and if the product did not do well, we did 

not want to have put the investment and the money into manufacturing right away 

if we did not know whether the market would take the product. So we felt it is 

better to sign a contract with someone of high international standard and 

manufacture it under our brand and we import it. This was actually good because 

that way we could focus on distribution and marketing at first. But now, as we have 

grown a lot, we started our own manufacturing and we are getting better at it. 

Amelie: So it was basically just to reduce the risk of launching the product? 

Monica: Yes, exactly.  

Amelie: Ok, and where did you buy the noodles from at first? 

Monica: We imported them from China, because we were looking for the most 

cost-effective producer, which at the same time have the expertise. The expertise 

about noodles and pasta is not on the African continent per se. 

Amelie: So you basically imported the whole product at first? 

Monica: Yes. 

Amelie: And then you decided to build up a manufacturing plant – where did you 

get your machinery from? 
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Monica: Also from China. Again, there could be better manufacturers, but it was 

about cost. When we grow further we might change to European equipment, but 

at the moment we are still at the Chinese machinery. 

Amelie: Do you import other things? 

Monica: Yes, so things like packaging of a certain quality, because the market it 

quite sensitive about a good packaging. So we get that from South Africa. Spices, 

and flavouring, we also get that from South Africa. But it is a small component. I 

would say 10 per cent are the spices, 10 per cent the packaging, so the majority of 

the raw material is local. 

Amelie: So you get imports from China and South Africa, is that correct? 

Monica: Yes, but we only get things from South Africa because of the distance, it is 

closer. If China was as close, we would get everything from China, because it is 

much more cost effective. But for some things it is just easier to get it from South 

Africa, even though it might cost more. 

Amelie: If I understand correctly, you do not export products yet, correct? 

Monica: Not yet, we are trying. Currently, we are looking at Tanzania, but we really 

battle, because there are different food standards in every country. So you have to 

get new licensing for each country and this is quite expensive. So right now we are 

going through Tanzania and try to get certification there. So hopefully, within the 

next two months we will be able to get a distributor in Tanzania. I need the 

volume, because of the manufacturing facility. You have to produce a lot and we 

have a small country. So our intension is really to start with one country this year. 

Amelie: And in which other countries are you planning to export? 

Monica: As you know, if you look at the map, Zambia is very central. We are 

looking at Zimbabwe, Malawi, Congo DRC, and Botswana for now. 

Amelie: Are there any other obstacles or challenges to internationalization? 

Monica: Yes, distribution costs are quite high, because we have to use the road 

transportation because we are landlocked. This means that our products are 

becoming uncompetitive because of the high cost of getting them to other 

countries. In Tanzania, for example, there is relatively good transportation, so the 

cost is not so high. But for Malawi, for instance, there are not as many trucks, so 

the costs are really high. And if I want to compete with other products on these 

markets, our products are more expensive.  

Amelie: How is the competition in your industry on the domestic market and does 

it have an influence on your internationalization? 

Monica: The largest competition is from South African products, because it is so 

close a lot of South African products flood the market. They have a lower 

manufacturing cost base, because they are more efficient in South Africa. So it is 

quite difficult to compete with South African products. But we are seeing that our 

government is trying to make a balance of both local products, as well as imported 

products. But this means that they have to police it and sometimes it works good, 

and sometimes not. A second thing is because of the fragmented market: we have 

to sell products in the informal sector, because that is where many Zambians are. 

We feel that as a local company we do the distribution better than the 

international competitors. But it does not really help us because this is very costly. 

Amelie: You said that the government tries to balance the competition – do they 

interfere in the imports of products? 

Monica: Not really, they are not allowed to restrict imports. What they do is work 

with the supermarkets and say they must have a certain percentage of goods that 

are made locally. They must show, on an annual basis, that they are increasing the 

amount of local products on their shelves. It is more of a soft persuasion. 

Amelie: Are there some firm internal factors which might help you to 

internationalize? 
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Monica: I think our brand represents quality. People recognize that we use the 

highest quality standards and this attracts people to buy our product. 

Amelie: Did governmental trade incentives influence your decision to 

internationalize? 

Monica: In theory there should be no taxes when you export, e.g. to Tanzania, so 

you get some sort of export incentives. But in practice it is very difficult to access 

those. Another thing that is good is that in the region there is no import duty when 

we try to enter another country. I just have to show them that I produced it here, 

and when I want to enter a neighbouring country they cannot put a tax on it. So 

our goods should be cheaper than goods from outside the region. Sometimes it 

does not work like that, because the transport cost takes away the benefit.  

Amelie: Is that because of trade agreements? 

Monica: Yes, in the region there are two trade agreements: for the Southern 

African Region and the common market of Eastern Africa.  

Amelie: Do other institutional factors (e.g. corruption, infrastructure, etc) influence 

your internationalization? 

Monica: Yes, the lack of standards, for instance. We do not have standards for 

noodles here. So when you export people will ask you, ‘what standard have you 

used?’ So if we had standards locally, it would help us to export. That is one of the 

big issues. And then, of course, the level of bureaucracy, it takes forever to get 

permit. So that what delays things happening quicker. And sometimes, countries, 

such as Malawi, refuse to take foreign products. And that is when the government 

should step in and say: ‘Guys, you signed a treaty, you are not allowed to do that.’ 

But they are also too slow in dealing with that. But they really need to increase the 

pressure on neighbouring countries to make sure that this does not happen.  

 

 


