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INSTRUCTIONS:  Answer question one and any other three questions 
 
Question One 

a) East African Breweries and Keroche industries are the key players in the Kenyan beer 
industry.  Illegal brewers have also joined in fight for a share of the market mainly 
targeting the lower end market.  This coupled with stiff regulatory environment has 
further complicated competition in the industry.  Discuss the role of experience curve as 
an element of beer industry in Kenya      (12 marks) 

b) In the light of the above discussion, discuss how adopting cost leadership strategy can 
develop competitive advantage for a firm in this industry    (12 marks) 

Question Two 

In an effort to enhance efficiency in their value chains, companies worldwide are embracing 
outsourcing.  Citing a firm of your choice, discuss merits and demerits of outsourcing.  
           (12 marks) 

Question Three 

a) Explain why firms need to understand their distinctive competencies during strategy 
formulation.           (6 marks) 

b) “think global, act local”  Discuss the relevance of this statement in relation to 
globalization strategy for a multinational corporation    (6 marks)  
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Question four 

a) Explain Arisoff’s strategy matrix, in relation to strategic choice process  (6 marks) 

b) Using appropriate examples, explain how value chain analysis can be used in corporate 
appraisal          (6 marks) 

Question Five 

a) Change management during strategy implementation is critical.  Discuss  (6 marks) 

b) A strategic plan is an important tool, towards successful strategy implementation.  
Discuss key components of a strategic plan.      (6 marks)  

Strategy in Action      Exhibit 4.9 

The Experience Curve as an Entry Barrier 

In recent years, the experience curve has become 
widely discussed as a key element of industry 
structure.  According to this concept, unit costs in 
many manufacturing industries (some dogmatic 
adherents say in all manufacturing industries) as well 
as in some service industries decline with 
“experience,” or a particular company’s cumulative 
volume of production.  (The experience curve, which 
encompasses many factors, is a broader concept than 
the better-known learning curve, which refers to the 
efficiency achieved over time by workers through 
much repetition.) 

The causes of the decline unit costs are a combination 
of elements, including economies of scale, the 
learning curve for labor, and capital-labor 
substitution.  The cost decline creates a barrier to 
entry because new competitors with no “experience” 
face higher costs than established ones, particularly 
the producer with the largest market share, and have 
difficulty catching up with the entrenched 
competitors. 

Adherents of the experience curve concept stress the 
importance of achieving market leadership to 
maximize this barrier to entry, and they recommend 
aggressive action to achieve it, such as price cutting 
in anticipation of falling costs in order to build 
volume.  For the combatant that cannot achieve a 

healthy market share, the prescription is usually, “Get 
out.” 

Is the experience curve an entry barrier on which 
strategies should be built?  The answer is not every 
industry.  In fact, in some industries, building a 
strategy on the experience curve can be potentially 
disastrous.  That costs decline with experience in 
some industries is not news to corporate executives.  
The significance of the experience curve for strategy 
depends on what factors are causing the decline.   

A new entrant may well be more efficient than the 
more experienced competitors: if it has built the 
newest plant, it will face no disadvantage in having to 
catch up.  The strategic prescription, “You must have 
the largest, most efficient plant,” is a lot different 
from “You must produce the greatest cumulative 
output of the item to get your costs down.” 

Whether a drop in costs with cumulative (not 
absolute) vol.ume erects an entry barrier also depends 
on the sources of the decline.  If costs go down 
because of technical advances know generally in the 
industry or because of the development of improved 
equipment that can be copied or purchased from 
equipment suppliers, the experience curve is not an 
entry barrier at all – in fact, new or less-experienced 
competitors may actually enjoy a cost advantage over 
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the leaders.  Free of the legacy of heavy past 
investment, the new-comer or less-experienced 
competitor can purchase or copy the newest and 
lowest cost equipment and technology. 

If, however, experience can be kept proprietary, the 
leaders will maintain a cost advantage.  But new 
entrants may require less experience to reduce their 
costs than the leaders needed.  All this suggests that 
the experience curve can be a shaky entry barrier on 
which to build a strategy.


