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Abstract 
 

The aim of this paper is to understand the roles knowledge and network play in the 

internationalization process of a small company in an emerging Kenyan market. The research 

is based on a qualitative approach using an embedded case study design where primary data 

was collected from Hydro Standard AB, Swedish Trade Council and two water companies in 

Kenya; Mombasa and Mavoko water companies. Semi-structured and in-depth interviews 

were used in the project. Findings from the study show that the internationalization process of 

Hydro Standard AB was successful and mainly driven by building of networks. The study 

also found out that tacit knowledge is crucial for a firm to develop itself in the Kenyan market 

which is very informal. Through tacit knowledge, a firm is able to gain knowledge and handle 

challenges concerning business culture and other unwritten rules found in the market. Further, 

building relationships with politicians or local branch managers can enhance a firm's 

performance.  
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1. Introduction 
 

Emerging countries have become important markets for international business activities in the 

last few decades. It was not until late 20th century, Emerging Markets (henceforth EMs) were 

merely referred to as immature, undeveloped and rather weak (Jansson, 2007). International 

investments to EMs in the 1990s were mainly because of their low labour costs, but other 

motivations have recently started to drive firms’ investments from advanced markets to EMs, 

which will account for most of the economic growth in the coming decades (Arnold & 

Quelch, 1998).  London & Hart (2004) states that many established markets are becoming 

mature and many international businesses are turning increasingly to emerging markets in the 

developing world to seek growth opportunities. In order to understand what EMs are, even 

though there is no clear definition, most of the literature relies on country level classifications, 

where majority of scholars seem to consider the term ‘emerging market’ as self-explanatory 

and often use it without further explanation (Hoskisson et al., 2000). EMs are defined as 

growing markets that are open up to become more global and which are in the process of 

being transformed from an undeveloped market scene into a mature western capitalistic 

economy (Jansson, 2007). 

Kenya has been classified as an EM and shows great market potentials (McKinney, 2014). 

This came after a statistical reassessment by global economy (2014) showing that the 

economy had increased by 25.3 per cent, making it a middle class economy. It is the country 

with the largest economy in East Africa and is commonly now known as the gateway to its 

neighbouring countries (Gundan, 2014). Kenyan economic growth is mainly driven by 

agriculture, manufacturing and real estate sectors.  Moreover, the rapid growth in the country 

is a result of improved telecom infrastructure, social dynamics and enabled regulatory 

environment. The country has a total population of 45 million people (Index mundi, 2014). 

According to Sakarya et al. (2007) the incentive for private-sector businesses to establish 

operations in selected EMs are reflected in their demographics and spending patterns. By 

focusing on the consumers’ capacity to consume, private-sector businesses can create a new 

market. In this line, companies can create value in EMs by coming up with sustainable 

solutions and at the same time gain profits. Applying the same concept, Prahalad (2006) 

offered ideas on new thinking about EMs where firms could combine application of 

profitability and sustainability and fight poverty with profitability. In order to increase 
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development in developing societies, there is a need for inventing new ways to offer services 

and improve standards of living (Hammond, 2001). 

 

In this setting it is interesting to explore how a company creates value in an EM by 

developing sustainable solutions and at the same time gain profits. London & Hart (2004) 

argued that EMs offer a huge untapped market prospects and have significant opportunity for 

value creation.  This thesis focuses on Hydro Standard AB, a Swedish company business 

expansion in the Kenyan market. The company distributes technological innovative products 

(smart water meters) which meet unmet customer demand and are also environmentally 

friendly. By creating this value, benefits arise for both the company and the Kenyan market. 

This goes in line with Nelson et al. (2009) argument that profit-making organizations should 

recognize that the most sustainable contribution is to carry out the core business activities and 

investments in a profitable and responsible way. 

1.1 Problem discussion 

Even though Kenya shows great market potentials and an interesting area of investment where 

firms can create value, foreign firms entering the market may experience difficulties during 

their internationalization process (Johanson & Vahlne, 1977). Challenges may differ between 

countries as markets are not homogeneous (Hoskisson et al., 2000). In this concept, 

knowledge about one particular country may not be applicable in another country when a firm 

wants to enter that country. Prahalad (2006) argued that, for a firm to enter an EM to unlock 

opportunities found in that market, it cannot succeed if it does not work together with 

governments, civil society organizations, development agencies, and consumers. It becomes 

important to create personal relationships with key local players, both in public and private 

sectors (Arnold and Quelch, 1998).  When a firm is in a network it is able to learn, build trust 

and commit in the market (Johanson and Vahlne, 2009). However, Eriksson et al. (1997) 

argued that firms may face difficulties in possessing particular knowledge on how to deal with 

unwritten rules such as norms and cultures of the country. The US embassy in Kenya (2015) 

stated that Kenya continues to face challenges associated with corruption. It also faces 

terrorism threats caused by Al-Shabaab, a group linked to al-Qaeda. Moreover, the country 

consists of 42 different tribes each with its own culture. This may cause tribal tensions 

(Shadow of Africa, 2014). Taking these challenges as examples, a firm may experience 

difficulties in gaining knowledge of the market as well as getting connected to the right 

network.  
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1.2 Purpose 

Since 1963, when Kenya gained its independence, it has maintained a good relation with 

Sweden. The good reputation created by the Swedish firms facilitates an important factor 

when promoting Swedish companies in the country. Interest in Kenya and East Africa among 

Swedish institutional and private investors is growing and there are significant opportunities 

for further growth in trade relations (Swedish embassy in Nairobi, 2014). According to 

(ekonomifakta.se, 2015), as much as 99.9 percent of corporations in Sweden can be classified 

as Small Medium Enterprises (SMEs), that is, they have less than 250 employees. Hence, it is 

of importance to shed light on the distinguishing characteristics of this category of companies. 

Evidently in academia, knowledge and networking in internationalization has received a lot of 

attention over the years. Firstly, studies have treated firm knowledge as an implicit 

explanation of internationalization process (Leonidou & Katsikeas, 1996). In line with this, 

many researchers have identified experiential knowledge as a crucial determinant of firm 

internationalization and as a driver of small firm internationalization process (Oviatt 

&McDougall, 1994, 1997, 2005; Johanson & Vahlne, 1977, 1990, 2006). Morgan-Thomas 

and Jones (2009) showed that the growth of a firm is driven by its generation of experiential 

knowledge. With such, it has been demonstrated that experience based knowledge is of great 

importance ensuring that perceptions of opportunities for international expansion are more 

accurate and realistic (Barkema and Vermeulen, 1998; Delios and Beamish, 1999).  With this 

understanding, it can thus be projected to be positively related to a firm’s abilities to 

recognize opportunities for going abroad (Hohenthal et al., 2003).  Additionally, researchers 

have also identified it to have a cost-reducing effect when firms undertake additional 

international assignments (Dikova and Witteloostuijn, 2007; Eriksson et al., 1997).  

Secondly, from a network perspective, research has focused on how existing business 

networks influence the behaviour of the internationalizing firm. Giving examples, Martin et 

al. (1998) found that it influences the pattern of internationalization. Coviello & Munro (1995; 

1997) found that it influences an SME's mode of entry and also it strongly influences the 

location of foreign investment (Chen & Chen, 1998). Through learning, business networks 

especially for SMEs can provide access to complementary knowledge and resources (Chetty 

& Blankenburg-Holm, 2000; Coviello & Martin, 1999; Johanson & Mattson, 1988). 

In general, internationalization occurs in both large and small companies and can be an option 

for value creation in SMEs as well as for the supply chain that they are a part of (Chetty & 

Blankenburg-Holm, 2000; Mort & Weerawardena, 2006; Othman, Vandenbempt, & 
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Hendrickx, 2010). Ryan et al. (2004) showed that when the supply chain is integrated, there 

are possibilities of value creation by joint strategies of different marketing channels and closer 

relationships that address consumer demands.  It can thus be mentioned that value creation for 

SMEs is not only a matter of creating products at the cutting edge, but also managing a 

constellation of relationships within evolving networks. In SMEs, the supply chain can be 

short and controlled by only a few actors, which creates an advantage in the generation of 

value. A firm’s use of networks is also an important influence towards internationalization 

(Chetty & Blankenburg-Holm, 2000). Many other researchers claim that firms extract above 

normal returns from cross-border investments by internalizing host-country market 

imperfections when their firm-specific assets cannot find comparable value somewhere else 

(For example , Buckley & Casson, 1976; Caves, 1971, 1998; Hymer, 1976; Morck & Yeung, 

1991, 1992; Williamson, 1979).  As a result, there is creation of higher value of the firm. 

However, Prahalad (2004) identified that companies can no longer operate autonomously 

since consumers want to interact with firms and thereby co‐create value. This co-creation 

could include designing products, developing production processes or crafting marketing 

messages. Recent research has also shown that SMEs are a significant contributor to overall 

value added in developing countries (Ayyagari et al., 2011) but studies on internationalization 

of small firms in Africa are missing.  

However, there has been research interest on the internationalization of SMEs focusing on 

emerging economies (such include: Sim and Pandian 2003; Ulgado et al. 1994; Ting 1985; 

Yeung 1994), and yet there is still little empirical evidence on this issue (Bruton et al., 2008) 

as well as a lack of data (Ayyagari et al., 2011). Research has shown that firms entering 

emerging markets face several barriers according to Meyer (2001). These barriers include lack 

of information, unclear regulations and corruption. Nonetheless, some studies have 

characterized EMs as markets that contain unstable institutions that may affect a firms’ 

market entry behaviour (Johanson et al., 2015). More so, a high rate of change in business 

environment, lack of market knowledge and high levels of uncertainty and risk may postpone 

investments facilities to EMs (Lorentz, 2008). Ramachandran and Ramnarayan (1993: 515) 

however argued that through networks it can be viewed as important instruments in easing the 

resource constraints that firms face in emerging markets. Parallel to this, Sandberg (2013) 

argued that SMEs entering emerging markets face dissimilar institutional context. Therefore, 

the less risky and indirect establishment of a triad is favoured. Through experiential 

knowledge a firm can have uncertainty-reducing effect with regard to commitments to 
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international operations (Johanson and Vahlne, 1977, 2009). This concept was applied to 

emerging economies as host economies where it was found to be useful because it deals with 

the longitudinal nature of foreign entry and with high uncertainty of the host context (Jansson 

& Sandberg, 2008; Johanson, 2008; Meyer & Gelbuda, 2006; Meyer & Skak, 2002; 

Santangelo & Meyer, 2011). In that, uncertainty is reduced by experiential knowledge. By 

reducing uncertainty, accumulation of market and customer-specific knowledge should 

prompt the firm to establish itself directly in the emerging market business network, as a way 

to commit itself more to the market (Sandberg, 2013). Further, showed that 

internationalization knowledge, of which marketing knowledge is a key part, mostly gained in 

mature markets is of little use in emerging markets. Rather, complexity reduction comes from 

experiences gained from operating in these markets. Hilmersson (2012) and Salmi (2000) also 

supported this by arguing that the dissimilarity of these markets demands new market-specific 

learning-by-doing. 

It can be mentioned that most studies on SMEs in developing countries have however covered 

big emerging economies which also include East Europe (Manolova, Manev, & Gyoshev, 

2010; Musteen et al., 2010), India (Elango & Pattnaik, 2007; Prashantham & Dhanaraj, 2010) 

and China (Zhou, Barnes, & Lu, 2010; Zhou et al., 2007) but studies have failed to account 

for the African markets. There is however one study done by Abraha (1994) that focuses on 

network, but not knowledge, of Swedish Multinational Corporations (MNCs) in Kenya. The 

study showed that, if the internationalizing firm is going to build a well-functioning network, 

for it to function properly it must be able to deal with government relationships effectively in 

advance. Since this study was the only one found on the establishment process of a firm in the 

African market and that deals with MNCs, little or no study was found on the 

internationalization process of SMEs on the African continent. There is thus a need to shed 

light on this area. SME applicable models are also needed because of their restricted size 

which is considered a disadvantage compared to larger enterprises. As a result, it can be 

difficult to enter these markets that demand specific market knowledge and are not well 

researched. Some researchers have also called for further research on SMEs (Jansson, 2007; 

Jones and Coviello 2005; McAuley, 2010). With most countries, as well as whole continents 

on the rise, the current body of internationalization research may not be able to sufficiently 

explain the internationalization process of firms in the African market. In other words, it is not 

clear if findings from mature or other emerging markets can be generalized to the African 

market or the Kenyan market as the area of focus for this study. Hoskisson et al. (2000) also 



 

 6 
 

mentioned that markets are not homogeneous and knowledge about one particular country 

may not be applicable in another country.  

The described research gap leads to the main focus of this research: To investigate the 

establishment process of a small company based on knowledge and network in Kenya. Since 

the network and knowledge aspect in internationalization is not covered in this market, 

studying this will contribute to a theoretical development in the body of internationalization 

on SME’s establishment process in an emerging market. The importance of studying 

internationalization to a developing country is also motivated by the future potential in these 

upcoming markets.  

The purpose of this study is thus to do a case study of a small Swedish company (Hydro 

Standard AB) in the Kenyan market.  That is, through an empirical investigation in the form 

of a case study, it aims at gaining an in-depth understanding of the internationalization 

process of a small firm entering an emerging market with focus on network and knowledge. 

Since there is a limited possibility to make generalizations from case studies, the findings of 

this research should be seen as a basis for further research on internationalization process of 

small firm entering an emerging Kenyan market in the context of internationalization. The 

study is based on views from four different sources; Swedish Trade Council in Kenya, two 

water companies in Kenya (Mombasa and Mavoko) and Hydro Standard AB.  

 

Hence the research question is: What roles does knowledge and network play in the 

internationalization process of a small company in an emerging Kenyan market? 
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2. Literature Review 
 

This section provides a theoretical background of the thesis. Theories on EMs, SMEs, 

internationalization theory, knowledge and networking will be touched upon. Through this, 

the reader gains insights on advantages and challenges that firms may encounter as they 

expand their business activities to EMs. The reader also gains knowledge on the 

internationalization of SMEs as well as an understanding of internationalization based on the 

Uppsala internationalization process; how networking and knowledge play important roles in 

a firm’s internationalization process. 

2.1 Challenges and opportunities in Emerging Markets (EMs) 

EMs are considered to entail major growth opportunities and are an important factor in the 

development of economic order. They are as well categorized with overwhelming importance 

as a source of future growth (Khanna et al., 1997). A number of researchers have stated that 

EMs offer advantages such as long term growth driven by less competitive markets, large 

population with disposable incomes as well as economic liberations (US Department of 

Commerce, 1996; Arnold and Quelch, 1998; Reda, 1998; Sowinski, 2000). According to 

Sakarya et al. (2007), EMs are highly populated with middle income groups who have a 

purchasing power far beyond the respective country’s per capita income. However, these 

markets are classified as high risk markets resulting in firms developing a “go-no-go” 

approach (hesitate to enter the markets) thus making less competition in these markets. 

Entering an EM earlier than other firms, a firm may gain some benefits. According to 

Lieberman et al. (1988), first-mover advantages arise from three main sources; technological 

leadership, pre-emption of assets, and buyer switching costs. Arnold and Quelch (1998) 

identified unique advantages associated with early entry.  They stated that, entering an EM 

earlier, a firm will establish relations and influence local governments, service unmet 

consumer demands and incur lower marketing costs. Further, a firm is able to hire the best 

candidates from a potentially small group of experienced local experts, as well as gain 

knowledge from reverse learning resulting from the need for innovative approaches. 

Contrarily, Khanna et al. (2005) argued that labour market should be considered difficult as it 

is difficult to find employees who can work as competent managers, in addition to the 

complicated recruitment process compared to developed markets. 
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As mentioned earlier, it is of great importance to create personal relationships with key local 

players, both in public and private sectors. Foreign companies which have been active enough 

in the market are more likely to enjoy stronger and more favourable relationships than later 

entrants. In addition, early entrant firms are able to attain access to the best government-

nominated local joint-venture partners (Arnold and Quelch, 1998). 

National and local governments and other regulatory bodies are far more influential in EMs 

than in developed markets. Early establishment of relationships with the local government can 

result in tangible benefits such as granting one a limited number of licenses or permits. On a 

similar line, North (1990) argued that institutions provide the rules of engagement that shape 

human interactions in societies and that these firms are the ones bound by formal and informal 

rules. He argued that the role of institutions in an economy is to reduce both transaction and 

information costs through reducing uncertainty and establishing a stable structure that 

facilitates interactions. 

However, it can also be argued that firms that expand to EMs are likely to face unfamiliar 

conditions and problems. EMs have been characterized as having a high degree of product 

diversification within or between countries, product counterfeiting, invisible powers and 

loyalty structures within complex networks of local business and political players (Arnold and 

Quelch, 1998). On this note, companies need to decide which market to enter, when and how 

the product life cycle and market life cycle might evolve and check on the structure of 

relationships with local partners.  

Understanding culture in the host country is vital when entering EMs. It is a key issue in 

internationalization as there is a need to adapt to cultural characteristics (Koopman, 2000). 

Barney (1986) supported this by pointing out that a firm’s competitive advantage is embedded 

in the national culture, which is shaped by the institutional environment. Hofstede (1980) also 

argued that cultural distance increases an international company’s cost of integration due to 

differences in legal systems, incentives, administrative practices and working styles. Kogut 

and Singh (1988) provided empirical evidence that cultural attitudes towards uncertainty 

avoidance affect the choice of entry mode. 
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2.2 Internationalization 

Internationalization is a broad researched area and due to this there are a variety of definitions 

and meanings associated with the term. For this study, internationalization refers to the 

expansion of a firm’s products or services into foreign markets, usually from their home 

country (Sachse, 2012). According to Dunning (1993), companies internationalize their 

operations into foreign markets for a number of reasons, which may include efficiency 

seeking, market seeking, resource seeking and strategic resource motives. Karagozoglu and 

Lindell (1998) identified that foreign market opportunities and foreign inquiries are the major 

internationalization motives for firms. In addition, Freeman et al. (2006) stated that unique 

knowledge or technology and small domestic market are basic reasons for 

internationalization.    

2.3 Internationalization of Small and Medium-sized Enterprises (SMEs) 

The term SMEs have inclusive theories: for small and medium firms. In other words the 

literature does not separate theories for a small and for a medium enterprise. This study will 

thus continue to use the combined theories on SMEs.  However, the area of research of this 

thesis is based on a small company, and the European Union (2015) define a small company 

as any organization which has a less than 50 employees and has an annual turnover equal or 

less than 10 million Euros. According to Coviello and Munro (1997), internationalization can 

positively affect SMEs by enhancing growth and hence chances of survival. It can also 

overcome the firm’s liability of youngness. Ghoshal (1987) argued that SMEs can build 

valuable skills based on new knowledge acquired through internationalization. However, 

research has also shown that SMEs face different challenges than large MNCs in their 

internationalization process (Rutashobya and Jaensson, 2004). A number of researchers argue 

that SMEs can be less competitive compared to MNCs. For instance, they may not be able to 

capture business opportunities due to financial shortages and limited administrative capacity. 

With lack of necessary resources it might be difficult to enter foreign markets (Jansson, 2007; 

Meyer and Skak, 2002). Yip et al. (2000) also argued that due to high constraints in 

investment and commitment, internationalization is more complex for small firms. In this line, 

small companies should take care when going abroad. 
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2.4 Internationalization process 

Exploring uncertainty of firms in international decision making, Carlsson (1966) came up 

with the first ideas about internationalization. He suggested that firms suffer from lack of 

knowledge and suggested that they gradually acquire information about the market. Johanson 

& Vahlne (1977) continued to build on Carlson’s ideas and developed theories that tried to 

clarify firm’s internationalization activities. These ideas/theories became to be known as the 

Uppsala Internationalization Process or the Uppsala model. 

2.5 The Uppsala Internationalization Model 

The process of internationalization involves interaction between the development of 

knowledge and the increasing commitment of resources to foreign markets (Johanson & 

Vahlne 1977). The authors demonstrate that gaining knowledge of a market is a question of 

analyzing state and change aspects of internationalization.  The state aspects consist of market 

knowledge and market commitment. The market commitment notion is composed of two 

factors; the amount of resources committed to a market and the degree of that commitment. 

In this regard, market knowledge and market commitment are assumed to affect decisions 

regarding commitment of resources to foreign markets and the way current activities are to be 

performed. Market knowledge and market commitment are, in turn, affected by current 

activities and commitment decisions, hence the process is seen as connecting cycles. See 

figure 1 below. 

 

Figure 1, the basic mechanism of internationalization: state and change aspects (Johanson & Vahlne, 1977). 

The authors further explain that experiential market knowledge generates business 

opportunities, which allows the reduction of market uncertainty. A firm will tend to allocate 

its resource commitments in relation to its experience from current activities. If it sees 

opportunities and problems in the market, it will tend to seek solutions to the problems and 
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promote solutions. As a result of increased knowledge, the firm increases commitment in the 

foreign market. Thus companies internationalize incrementally and steadily as the knowledge 

progresses. Internationalization is therefore seen as a gradual process whereby firms develop 

their international operations in small steps. 

Johanson and Wiedersheim-Paul (1975) explain two patterns in a firm's internationalization 

process model. The first pattern is the process of entering a new market with an establishment 

chain; first a firm exports, then it opens a sales subsidiary, and then, in the long run, local 

manufacturing may follow. The first stage gives practically no market experience. The second 

stage sees the firm as having an information channel to the market and receiving fairly regular 

but superficial information about market conditions. The modes that represent the 

establishment chain are characterized by different levels of market commitment. These are 

exporting, licensing, joint ventures, acquisitions and greenfields (Johanson & Vahlne, 1990). 

To understand the second pattern, is how to enter new markets with a successively greater 

psychic distance. Psychic distance is defined in terms of factors such as differences in 

language, culture and political systems which disturb the flow of information between the 

firm and the market (Vahlne and Wiedersheim-Paul, 1973).The model suggests that, as the 

psychic distance between markets increases, it becomes more difficult for firms to collect and 

interpret incoming information properly. The firm's experiential knowledge derived from the 

domestic market is of limited value in markets located at a great psychic distance. A firm 

would prefer foreign markets that are similar to their own domestic market and that are 

located at a short psychic distance. Thus, firms’ psychic distance between home and foreign 

markets affects market selection as well as choice of entry mode. Firms with little experience 

start internationalization by entering those markets they can most easily understand. There 

they will see opportunities, and the perceived market uncertainty becomes low. Firms entering 

new markets with successively greater psychic distance and market investments would 

develop the establishment chain (Johanson and Vahlne, 1990). 

Luo et al. (2005) however argue that the explanatory power of psychic distance is decreasing 

due to modern developments in consulting services, information technology and human 

resources with international experience. 
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2.6 Knowledge 

Knowledge is a basic prerequisite for developing business and becomes very essential when 

firms want to enter new markets. Johanson & Vahlne (2009) argue that knowledge comes 

from a differentiated view of foreign markets and of a firm’s own capabilities that make 

developing foreign operations possible. According to Nonaka (1991), new knowledge always 

begins with an individual and knowledge can be classified as either explicit or tacit.  

Explicit knowledge is formal and systematic. For this reason, it is easily communicated and 

shared. Examples of explicit knowledge are written formats found in governmental 

institutions which help in understanding rules and laws of a foreign country. Eriksson et al. 

(1997) argue that, if a firm lacks explicit knowledge it means that the firm does not have 

sufficient knowledge of the foreign market. 

Forsythe et al. (1998) state that tacit knowledge is the knowledge that people have but they  

do not know they have and is believed to be a product of learning from experience that affects 

performance in real-world settings (Nonaka & Takeuchi, 1995; Sternberg &Wagner, 1993). In 

this concept, the nature of the relationship between tacit knowledge and experience is not 

fully established. However, it is difficult to formalize and therefore difficult to communicate 

to others (Nonaka, 1991). Håkansson & Ford (2002) argued that the best way to gain tacit 

knowledge is to be socially active and strengthen the business network with new conducts.  

Experiential knowledge acts as a vehicle for acquiring internal and external resources and 

opportunities for combining them (Eriksson et. al., 1997). Experiential market knowledge 

involves two different aspects: business knowledge and institutional knowledge (Håkansson 

& Ford, 2002). 

The business knowledge aspect is the knowledge of customers, markets and competitors. 

Johanson & Vahlne’s (1977) model explained the positive relation between experiential 

knowledge and the rate of resource commitment in a given market. Increasing experiential 

knowledge triggers greater resource commitment to a particular market. However, acquiring 

local experiential knowledge is time-consuming and important for performance. It offers 

exposure to situations abroad and interaction with specific customers, intermediaries and 

other firms in the international market (Makino and Delios, 1996). According to Johanson & 

Vahlne (2009), relationship-specific knowledge developed through interaction between 

partners includes knowledge about each other's varied resources and capabilities. Through this 

process, the interaction contributes to a more general knowledge about international 
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relationship development, and also helps partners learn about ways in which they can develop 

different and transferable relationships in alternative situations (Hoang & Rothaermel, 2005). 

The lack of market-specific business knowledge constitutes the liability of outsidership. With 

increasing experiential knowledge of the clients, the market, and the demand situation, firms 

become more able to perceive opportunities in markets, thereby reducing uncertainty (Kogut 

& Singh, 1988). When a firm possesses knowledge about a foreign market, the perceived risk 

of market entry becomes lower. Firms with experiential knowledge develop a position in a 

particular market, and their engagement in that specific market gradually increases.   

Institutional knowledge refers to experiential knowledge of government, rules, norms, 

institutional framework and values. Eriksson et al. (1997) argue that lack of experiential 

knowledge is difficult, as it is not easy for a firm to acquire adequate formalities of 

technological and commercial laws and norms that apply abroad. In addition, lack of 

institutional market knowledge and business knowledge requires different amounts of time to 

overcome, and have dissimilar effects on the perceived cost of internationalization. 

They further argued that it is not only important to know what books say but how it is applied 

practically. This includes issues like imports and exports of goods and services, tariffs, local 

taxes, issues concerning the market as well as related problems and prospects. If a firm 

possesses knowledge about these institutional matters including language and culture, then it 

becomes a source of advantage. 

 

2.7 Revised Uppsala model (2009) 

In the revised Uppsala model, Johanson and Vahlne (2009) shift focus from the old traditional 

model. The idea is towards networking and its role in successful internationalization in the 

context of modern business practice hence the Revised Uppsala Model. One of the major 

reasons for internationalization is that the firm has to strengthen its position in the network 

whereas in the traditional view was solely based on overcoming barriers. Decisions like which 

market to enter and how to enter largely depend on the existing relationship as network are 

borderless. The model also contains “state” and “change” aspects. 
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Figure 2, the business network internationalization process model (the 2009 version). 

 

The aspects affect each other for example the current state may have an impact on change, 

and vice a versa. It depicts a dynamic and cumulative process of learning, as well as trust and 

commitment building whereby an increased level of knowledge may have a positive or a 

negative impact on building trust and commitment. 

In the first state aspect, opportunities are the most important part of knowledge because it is 

argued to be the driver behind the internationalization process. Some types of knowledge are 

not accessible to everyone instead they are confined to network insiders. A strong 

commitment to partners allows firms to build on their respective bodies of knowledge, 

making it possible for them to discover and create opportunities. Eriksson et al. (1997) also 

mentioned that internationalization is more contingent on developing opportunities than on 

overcoming uncertainties and more particularly on institutional conditions in the foreign 

market. Other important components of knowledge include needs, capabilities, strategies, and 

networks of directly or indirectly related firms in their institutional contexts. 

The second state aspect is categorized as network position in replacement of market 

commitment in the original model. They argue that the internationalization process can be 

derived from within a network. Relationships are characterized by specific levels of 

knowledge, trust, and commitment that may be unequally distributed among the parties 

involved hence they may be different in how they promote successful internationalization. A 

focal firm enjoys partnership and a network position when it realizes that it has desirable 

outcome in its potentials in the process of learning, trust and commitment building. 
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On the first change aspects, "learning, creating, and trust-building” replaces current activities 

in the original model.  Initially the model emphasized that, as a firm gets involved in more 

routine operations, it enhances its experiential knowledge which further increases 

commitment. Learning is used here in the revised model in comprehensive meaning including 

experiential and other types of learning. Existing knowledge, trust and commitment levels 

have a profound effect on the process of learning, knowledge creation and trust building 

particularly on the availability of opportunities.  The higher the level of knowledge and trust 

the more rapid and intensified the process will be. 

The second change aspect is “relationship commitment decisions”, which was used, in the 

original model as commitment decision. This signifies relationships or network of 

relationships. The focal firm within a relationship network determines whether to increase or 

decrease the level of commitment to one or several relationships in its network. This can be 

viewed in terms of entry modes decisions, investments levels, organizational changes, and 

level of dependence. Burt (1992) express that there are two kinds of decision regarding the 

commitment to the relationship. First, it may be to develop new relationships or to build 

bridges to new networks. Secondly, it could be to protect or support the firm's existing 

network of strategic relationships. 

In summary, the model implies that internationalization depends on a firm's relationships and 

network. In this line, a firm expanding abroad should employ domestic or international 

network as partners maybe home or abroad. In some cases a firm can follow a partner abroad 

if that partner has valuable network position. In this sense, the focal firm will internationalize 

in areas where it sees opportunities or in a foreign market in which the partner has a strong 

position. On the other hand, if the firm has insufficient partners, it can choose a market where 

it can easily connect, build relationships to identify and exploit opportunities. 

2.8 Networking in internationalization 
Building and maintaining relationship are the vital part during internationalization process 

(Ellis and Pecotich, 2001). On a similar line, Johanson and Vahlne (1977) argue that firms use 

their network to establish and sustain business relationships with other business actors such as 

customers, competitors, suppliers and consultants. Within the network, actors are thus 

connected to each other in many different ways including technical, social, cognitive, 

administrative, legal and economical ways. The network view argue that the internationalizing 

firm is initially engaged in a network which is primarily domestic in which a firm develops 



 

 16 
 

business relationships in networks in other countries (Johanson and Mattsson, 1988) and 

through these interactions it can force the firm to enter foreign networks (Johanson and 

Sharma, 1987). In addition, relationships seem to build up from social exchange processes 

whereby firms involved enact relationship interactively and in sequence (Kelley & Thibaut, 

1978). As a consequence of interaction within the firms, knowledge and building of trust, and 

greater commitment is developed. During these interactions, weak relationships and unilateral 

dependence can be changed into strong ties and joint interdependence, and eventually 

increased joint productivity (Hallen, Johanson, & Seyed-Mohamed, 1991; Zajac & Olsen, 

1993). Powell (1990) argues that there may be some formal aspects in developing 

relationships but mostly it’s an informal process. Through relationships exchanges in the 

network connectedness, a firm may create new knowledge as the process of creating 

knowledge is not separate from the other activities in business relationships (Hägg & 

Johanson, 1982; Kogut, 2000). According to Reuber & Fischer (1997) prior experience with 

management teams may have a strong effect on internationalization as it provides very 

important knowledge at least to new and small companies.  

Research has shown that relationship with a high degree of trust will result in a greater 

willingness to take part in social exchange of ideas and opportunities (Nahapiet and Ghoshal, 

1998). In some cases trust can be used as a substitute for knowledge, for example in areas 

where the firm lacks the required market knowledge thus lets a trusted middleman manage its 

foreign business (cf. Arenius, 2005). Johanson and Vahlne (2009) argue that trust may 

develop into commitment if there is willingness and positive intentions. If trust develops 

leading to commitment, it means that there is a desire to continue the relationship, a desire 

invest in it and even acknowledge the necessity of making short-term sacrifices that benefit 

another for reasons of long-term interest.  
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2.9 Theoretical framework 
 

The literature review of this thesis has given the reader a presentation of different theories 

regarding EMs, SMEs, networking and knowledge. Through the review, it has been 

demonstrated that internationalization of SMEs can enhance their growth and overcome 

liability of youngness. In addition they can build valuable skills based on new knowledge 

acquired through internationalization. Internationalizing to EMs, firms may gain benefits and 

at the same time they might face challenges that are different from developed markets. 

Differences could occur in regards to political systems, invisible powers, labour markets, 

networking, different cultures, etcetera. Firms can however benefit from less competitive 

markets, large population and most likely gain first mover advantages.  

In order to enter these markets, it is essential for a firm to have knowledge, build relationships 

or be in a network.  Knowledge has been classified as either explicit or tacit, and acquiring 

these types of knowledge can aid in the internationalization process. More precisely in the 

Uppsala internationalization model, it demonstrated that knowledge affect decisions regarding 

commitment of resources to foreign markets and the way activities are to be performed. 

Further, through experiential market knowledge, a firm can generates business opportunities 

and also reduce market uncertainty. When knowledge increases firms can internationalize 

steadily and incrementally. 

In the context of the revised model, it shows that knowledge and network are two vital 

concepts classified as basic prerequisites for developing business and becomes very essential 

when firms want to enter new markets. In line with this, Knowledge, relationship and learning 

can affect a firm’s network position in a foreign market. The process of learning, trust and 

commitment building can have a positive or a negative impact on building trust and 

commitment. Additionally, relationships are characterized by different level of knowledge 

and they can be different in how they promote successful internationalization. The model thus 

implies that internationalization depends on a firm's relationships and network. Moreover, 

internationalization process can be derived from within a network.  

In order to succeed in a foreign market it is thus important for a firm to have the required 

knowledge, be in a business network and create mutual trust in the foreign country that they 

want to internationalize to. 
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Figure 3: Theoretical Framework 

 

From the model above, it illustrates that through knowledge, networking or building of 

relationships, a firm is able to learn or perceive opportunities and challenges found in an 

emerging market. Through this process, it can aid in the internationalization process of the 

firm. 

Even though these theories(internationalization) have mostly been applied to developed 

market ,this study will investigate how knowledge and network aid in the internationalization 

process of a small firm in an emerging Kenyan market something previous literature have 

failed to account for. This is done in order to answer the research question. The empirical 

findings will thus guide the result of this thesis and also discoveries beyond the connected 

theories above might come to be analyzed. 
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3. Methodology 

3.1 Research design – exploratory 
 According to the research question, the study aims at identifying the role of knowledge and 

networks in the internationalization process of a small firm in an emerging Kenyan market. 

Since it is a relatively new and unexplored area of research, an exploratory approach seems 

most appropriate in order to earn insight of the authors’ topic of interest. Saunders et al. 

(2009) argue that an exploratory research is useful when there is a need to clarify a problem, 

hence this study tries to clarify the nature of how network and knowledge aid in the 

internationalization process of a small company in an emerging Kenyan market. Further 

Saunders et al. (2009) argue that an exploratory study tries to find out what is happening and 

tries to seek new insights. This thesis applies this approach by aiming to contribute with new 

insights of the internationalization process of a small firm in an under-researched market. 

Additionally, activities of a single company have been studied, allowing a centralized focus 

and a deeper analysis (Ghauni & Grönhaug, 2010). In other words, this study explores the 

case company internationalization process from its inception to the present with focus on 

knowledge and network.  Due to lack of prior studies on internationalization of small Swedish 

firms in Kenya, an exploratory methodology is thus recognized particularly useful when 

examining strategies in emerging economies (Hoskisson et al., 2000). Exploratory research is 

almost exclusively conducted through qualitative research methods as there are possibilities of 

gaining an in-depth understanding (Saunders et al., 2009). Since little is known of this market 

in the internationalization literature setting, the study gains a deeper understanding of how a 

firm gains knowledge and builds network that facilitates successful internationalization. 

Furthermore, Saunders et al. (2009) argue that this approach opens proposals for future 

studies which is a consideration for this research. Based on the above explanation, an 

exploratory research design has been used.  

3.2 Research approach -Abductive 

 There are different approaches that can be used when conducting a research. According to 

Saunders et al. (2009), there are three research approaches; inductive, deductive and 

abductive. An inductive approach develops a theory based on collected data. Eisenhardt 

(1989) argues that an inductive approach is ideal when there is no existing theory or no 

hypotheses to test. Since there is lack of previous studies on internationalization of small 

firms in Kenya or in Africa in general, it is difficult to measure this in a quantitative way.  

Hence, this thesis should be seen as an initial step of how a small firm can internationalize in 
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an emerging Kenyan market. The developed framework needs further development and 

testing.  In addition, an inductive approach goes hand in hand with an exploratory study 

approach, which also has the advantage of being flexible. The chosen approach provided an 

opportunity to take many factors into consideration that could show how a small firm can 

internationalize to an emerging market. Flexibility is thus seeing by allowing preliminary 

theoretical framework to be altered in various ways, which is in line with Yin (2013) who 

calls for room to adjust a theoretical model based on research findings. 

 

In a deductive approach, the researcher develops a theory or hypothesis and designs a research 

strategy to test the theory or hypothesis (Saunders et al, 2009).  In addition, Ghauri & 

Gronhaug (2010) argue that, in a deductive approach, there is a logical process where one 

gathers facts to prove or disprove arguments derived from existing knowledge and theory. 

This approach may be used when the research aims at verifying a theory through the analysis 

of a case or phenomenon. A deductive approach is applicable in the case of this thesis since 

the topic of internationalization with focus on knowledge and network has received a lot of 

attention from researchers. However, a purely deductive approach is not considered suitable 

since the research area is considered to be limited in prior research (Saunders et al, 2009), it 

has failed to account for internationalization of small firms in an emerging Kenyan market. 

 

Thus in this study, it first introduced a preliminary theoretical framework, then compared this 

with reality and finally adjusted this framework according to the findings and analyses. In this 

sense, the study contains a mixture of both approaches hence follows an abductive approach 

(Saunders et al, 2012).   

3.3 Methodological Choice – Qualitative 
As previously mentioned, an exploratory research is almost exclusively conducted through 

qualitative research. Using this method allows an in-depth understanding of social and 

organizational processes and mechanisms (Doz, 2011; Saunders et al., 2009). In this study, 

the focus is to investigate the process connected to internationalization with focus on 

knowledge and networking hence it explores how this occurs, who the main actors are, the 

type of knowledge and how it happens. By doing so, the study aims at building an 

understanding of interaction of persons / actors, the type of knowledge actors have and also 

the types of organizational mechanisms in regard to internationalization. 
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When doing a qualitative research, the most common way of gathering data is through in- 

depth interviews that are mainly concerned with words, statements and expressions rather 

than numeric data (Saunders et al., 2009). This research is strongly based upon personal in-

depth interviews to gain richness of insights in understanding the phenomena. Following this 

reasoning, the study therefore applies a qualitative research method. A quantitative method is 

likely to be more appropriate in follow-up studies when a clear comprehension of the 

concepts has been established. 

3.4 Research strategy- case study 
The choice of a case study goes hand in hand with the choice of a qualitative approach and 

gives a deeper understanding of the processes that are going on in a firm (Saunders et al., 

2009), for example understanding the internationalization process of the case firm. Bryman 

(2006) argues a case study is an appropriate approach as it allows deeper understanding of the 

context of the research.  Robson (2002) also explains that a case study entails an empirical 

investigation of a particular current phenomenon within its real life context and citing 

multiple sources of evidence. A case study is thus relevant in this study as it gains a rich 

understanding of the process being enacted in the contextual scope within the area of research. 

Moreover, this research strategy is well aligned with the exploratory research design (Ghauri 

& Grönhaug, 2010). By using a single holistic case study, the author analyzes the company’s 

internationalization process from its foundation till present.  The study does not focus on the 

firm as a whole but on specific aspects relating to internationalization of the case firm in 

connection to the research question. Thus, it produces a holistic picture by reporting detailed 

views of the informants that were interviewed (Creswell, 1998). An embedded single case 

study is also evident in this research project, due to insights of other actors who are 

incorporated in the research, such as two customer firms and the Swedish Trade Council. By 

incorporating all actors, the internationalization process of the case firm can be illustrated. 

3.5 Sample selection 
A non-probability sample occurs when researchers do not chose samples statistically at 

random (Neuman, 2006). In exploratory studies, non-probability samples are the commonly 

used methods when doing in-depth interviews (Saunders et al, 2009). The purpose is to gain 

the right insights and to be able to generate an explanation to the research scope (Ghauri & 

Grönhaug, 2010). This study aims to explain the complex issues involved in the research 

focus, rather than reaching for generalization (Marshall, 1996; Ghauri & Grönhaug, 2010). 

Non-probability samples were used. In that, the author chose the case firm and other actors; 
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the Swedish Trade Council and two customers of the case firm, subjectively. This was done in 

order to answer the research question by obtaining information from the selected sample. 

Moreover, a purposive sampling technique has been applied where candidates suitable for 

answering the research questions, those who hold the required information, were purposely 

selected as samples. 

3.6 Case selection 
In order to justify that the chosen case firm is a viable choice to answer the research questions 

it made sure that; 

1. The case company was a small Swedish company. 

2. Respondents of the firm were members of the management team and had significant 

understanding of the firm’s internationalization.  

A Swedish firm was selected since it was easier to get access to the firm and it fitted well to 

the investigated area of research. With help from the Kenyan manager, it was possible to get 

conducts of other actors. Through this kind of connection, it enabled establishment of trust 

between the interviewer and interviewee and this is particularly important when tackling 

sensitive questions (Saunders et al., 2009).  

The involvement of the customers of the firms helped to enrich the study by gaining insights 

on how they started to build up the network as well as how they interacted and learned from 

each other. The Swedish Trade Council was chosen because it was the first organization the 

case company contacted when it wanted to enter the Kenyan market. Additionally, the 

Swedish Trade Council is an organization that helps Swedish companies to enter foreign 

markets. Through the interview, it was possible to understand what kind of knowledge and 

help they offer Swedish firms when entering the Kenyan market and what kind of network a 

company needs. As an organization, they conduct market analysis for Swedish firms. Through 

these analyses it was possible to gain insights revealing opportunities and challenges firms 

face when entering the Kenyan market. 

Having insights from all the actors, it was possible to compare, contrast and understand the 

situation and the internationalization process of the case firm. 
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3.7 Case company- Hydro Standard AB 
This study is based on Hydro Standard AB which is currently located in Borlänge. It was 

founded in 1995 and has a total of 42 employees. It is among the leading companies for 

verification and audit of volume, flow and energy meters in Sweden. The company has a 

complete EDC-secured workstation (computer software) where it replaces defective circuit 

boards, program and repair all Kamstrup A/S meters.  Kamstrup A/S is a Danish company 

producing the meters and is a close partner to Hydro standard AB. It can be stated that, the 

case company acts as a certified warranty service partner for Kamstrup A/S products. They 

repair, test and give guarantee that meters work properly. 

 

 

Figure 4; water meters 

 

3.7 Time horizon 
The purpose of this thesis is not to measure change or development which according to 

Saunders et al. (2009) is the benefit of a longitudinal study. Rather, it is a cross-sectional 

study of internationalization of a firm that was made at a specific time. However, there was a 

time period between when the first and the last data was collected, but the analysis should be 

seen as if it was performed at a particular point of time. 

3.8 Data collection 

3.8.1 Primary data 

A vast amount of data was collected through interviews formed the empirical base for this 

study. Primary data collection technique was thus used in order to gain an in-depth access of 

knowledge, perceptions, and experiences of the interviewees in an efficient manner to 
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generate a rich empirical data (Eisenhardt and Graebner, 2007).  The table below represents 

the interviewed respondents. 

 

Names Company name Position Date Time 

Magnus Eriksson Hydro Standard AB 

 

Founder of the case 

company 

 

24/04/15 

1 hr 15 min 

Abel Nzimbi Hydro Standard AB 

 

Kenya Managing Director   

18/04/15 

1hr 30 min 

Robin Pettersson Business Sweden in 

Kenya 

Trade commissioner  

27/04/15 

 

20 min 

Henry Njunguna Mombasa water supply & 

sanitation company 

Operational  Engineer, 

Mombasa 

 

17/04/15 

 

42 min 

 Mangeli Michael Mavoko water supply & 

Sewage company 

Managing Director 

Mavoko 

 

18/04/15 

 

40 min 

 

Table 1; respondents 

 

Some of the interviews were held in a face to face meeting with the intention of reaching a 

higher understanding between the interviewer and the interviewee (Welch and Piekkari 2006). 

Face to face interviews are argued to increase the quality of the data since it allows the 

researcher to capture fine nuances of the answers (Bryman & Bell 2013). In this case a face to 

face interview was conducted with Mr. Magnus, the founder of the case company.  This was 

done to gain vital insights of the case company internationalization. The second interview 

which was also a face to face interview was conducted with the Kenyan manager, Mr. Abel. 

He is a key figure in this study. He was chosen because of his relevant experience and plays 

an important role in the management of the company’s activities in Kenya. He also works in 

the parent company so he has knowledge of both companies. These interviews enabled a 

deeper understanding of the case firms’ internationalization process.  

It was not possible to travel to Kenya due to time constraint of the project, thus not all 

interviews could be held on a face to face basis.  Instead, telephone interviews were held with 

the rest of managers. An audio-recording device made it possible to maintain a telephone pace 

and recording of data. Telephone interviews were thus done with the case company’s 

customers and the Swedish Trade Council. Through this, it was visible to map the progress of 

the case company with its customers and its environment. Besides, interviewing the two 

customers was a way of seeing the case firm through the eyes of customers. Interviewing all 
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of them enabled gaining of information on internationalization process as well as on how the 

case company built its network and gained knowledge in the emerging Kenyan market. All 

the interviewees were informed about recording of data and objectivity of the study. In 

addition, they were encouraged to contact the researcher if they wanted to add any reflections, 

opinions or ideas. Hence, ethical issues were taken into consideration. 

3.8.2 Semi-Structured and In-Depth Interviews 

A semi-structured and in-depth interview technique was conducted in this research since it 

was considered a good match with the qualitative and an exploratory nature of a case study. 

Semi structured and in depth interviews was the most advantageous approach to attempt to 

obtain data, where the questions were both complex or open ended. However the order and 

logic of some questioning needed to be varied (Saunders et al., 2012). With face to face 

interviews, the strategy of conducting the interviews reflected ambition to make respondents 

feel comfortable and make them as interactive as possible to capture a rich picture of verbal 

and nonverbal expressions such as body language and gestures. Moreover, taking advantage 

of qualitative approach, it gave the interviewees the possibility to contribute with longer and 

deeper answers (Repstad, 2007) and also getting more sensitive data from the participants 

(Saunders et al., 2009). Having semi structured interviews in this study was also to have 

different questions for different respondents and gain the opportunity to have some follow up 

questions that occurred during the ongoing interview. Benefits were that, respondents could 

respond freely in their own words (Bryman, 2011) and due to this, some questions were 

covered more than others depending on the answers of the respondents (Bryman & Bell, 

2005). Semi-structured interviews thus allowed the researcher to search for discoveries while 

still remaining focused on commonalities (Gillman, 2005). The downside of this type of 

interview is that there are possibilities of taking long time in getting the required answer as 

respondents may converse on irrelevant issues. Being aware of this problem, it was made 

possible to re-direct them to the required topic and disregarded the unnecessary information. 

Moreover, semi-structured and in-depth interviews was the most effective way of obtaining 

data due to the depth of the questions and in order to obtain the most relevant results for the 

study. 

3.8.3 Secondary data 

In addition to the primary data which was collected through in-depth interviews, secondary 

data was also gathered from archival sources including websites and written documentations. 

The secondary data was accessed from February, 2015 through May, 2015. It was used to 
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gain more information about Hydro Standard AB operations such as its background and 

business activities. 

3.9 Operationalization  
In order to answer the research question, it was necessary to narrow down the research into 

definable and measurable variables. Having a theoretical background information about the 

subject and the case company facilitated a better understanding of the topic and formulation 

of questions (Saunders et al., 2009) .This stands in contrast to an unstructured interview form, 

which is suitable when having little to no prior knowledge about a topic, but in this case it 

would put a risk of deviating too much from the previously proposed theoretical framework 

(Merriam, 2009).The researcher therefore developed interview guides that enabled 

respondents to speak freely, and where questions could build on new ideas that came up 

during the interviews (Saunders et al., 2009).  

In order to explore the case firm’s internationalization processes, it was important to have in 

mind that questions have to answer on how, where and why internationalization appears. 

Questions where thus set to know the motives of internationalization, to know of the chosen 

Kenyan market thus opening possibilities to know about opportunities and challenges found 

in this market. Furthermore, it was to find out on how the firm used or gained knowledge as 

well as how it got connected to a network to develop itself in the market.  

With much emphasis on the main constructs of the study; network and knowledge, questions 

were thus set to a potential and realized capacity. On network the study tried to identify how 

the case company got into a network, developed this network and managed relationships with 

its counterparts. On knowledge it tried to find out how it used firm knowledge, how it gained 

market knowledge and how knowledge was shared with its counterparts. By use of knowledge 

and network it was thus possible to identify how they aided in learning of the market thus 

revealing opportunities and challenges found on this market. As a result, to find how this 

facilitated in the internationalization process of the case firm. 

This thesis hence contains three different interview guides that help the researcher to detect 

commonalities between the different interviews. The guides were deliberately designed in an 

informal way with the intention of not including words or concepts that could mean different 

things to different people. The interviews for the case company managers (The founder and 

Kenyan manager) were conducted at interviewees’ regular work place. In order to increase the 
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feeling of trust between the interviewer and the interviewee the interview started with an 

explanation of the purpose of the study. 

Questions for the founder of the case firm and the Kenyan manager were set to get vital 

insights from a managerial point of view. Much emphasis was paid on them since they had 

experience and were the main actors who knew the whole internationalization process of the 

firm. By interviewing them it was possible to gain an understanding of the market, partners as 

well as to gain insights on internal and external barriers of a small company of which can 

impact the success or failure of the firm.  Questions were thus set to know how they managed 

to establish themselves in the market.  

 

To dig deeper on how network and knowledge play a role the internationalization process, 

two customers firms were involved as well as the Swedish Trade Council. As it was 

mentioned before they were chosen since they had experience and roles relevant for the 

research.  Questions for the customers were to gain information on how they got to know each 

other, to describe their relationship as well as to find out on their commitment to the case 

company. Further was to find out on how they gained knowledge and how this was shared. 

Issues regarding relationship, knowledge and trust were thus touched upon. Questions were 

also set to identify challenges or benefits they gained from the case firm as well as to know 

about challenges and opportunities found in the market for the case firm. 

 

Questions for the Swedish Trade Council were mainly touching upon their role in the Kenyan 

market, finding their connection with case firm as well as on finding on problems and 

opportunities for Swedish firms in this market. Further, it also questioned on what kind of 

knowledge a firm needs to have before getting established in the Kenyan market and how 

gaining this knowledge helps the internationalizing firm.  

In the interview guides some questions were specifically constructed for the study but based 

on theoretical definitions. Firstly on trust and in alignment with previous research, presented 

by among others Raco, (1999); Dunn & Steinemann, (1998) mutual dependency and long 

term relationships rely on trust. These questions on trust had a purpose to examine how it 

affects networking and how it contributed to issues concerning commitment to partners as 

well as to the market. Secondly, previous studies show that through an increased knowledge 

of clients, market, and demand situation, firms are able to perceive opportunities in markets, 

thereby reducing uncertainty (Kogut & Singh, 1988; Eriksson et al., 1997). Some questions 
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thus touched upon, culture, labour market, investments, and Kenyan market and were set to 

identify opportunities or challenges. Johanson and Vahlne (2009) supported this by arguing 

that opportunities are the most important part of knowledge because it is considered to be the 

driver behind the internationalization process. The questions were thus to find on 

opportunities and how this aided in the internationalization of the case firm. 

The use of semi-structured and in-depth interviews the researcher aimed to get detailed 

information from the above mentioned sources thus enabling an understanding of how 

knowledge and network aid in the establishment process of the case firm in the emerging 

market. The questions can be found in appendix. 

3.10 Treating and Analyzing the Data 

As mentioned earlier, all data was recorded by help of an audio-recorder. This made it 

possible to listen carefully and transcribe fully all five interviews. Thereafter, it was possible 

to summarize answers which enabled building of the empirical chapter.   

In order to analyze and make use of the answers from the interviews, different methods were 

used. According to Saunders et al. (2009), when doing a qualitative research, data will come 

out in words, requiring classification into categories and analysis done through the creation of 

conceptual framework. Since the study has used an abductive approach, coding and 

categorization was then used in order to be able to analyze the data and to direct the analysis 

(Rodrigues, 2011). In order to draw patterns, develop theories, and draw conclusions from the 

data, two types of qualitative analysis processes should be used; summarizing and 

categorizing (Saunders et al., 2009). Summarizing of data was done by looking for key points 

from long statements and then creating brief statements and categorizing was accounted for 

by categorizing text from collected data and also from the theoretical framework.  

 

There are three ways of deriving code for categories: 1) Utilizing terms which emerge from 

data, 2) Utilizing terms used by the participants, and 3) Utilizing terms derived from theory 

presented in the conceptual framework (Corbin and Strauss, 2008). All these three coding 

ways were used in the analysis. 

 

The units of the data were connected to the categorizations, such as networking and 

knowledge, which were done in order to see the connections more clearly. According to 

Saunders et al. (2009) the interactive nature of data collection and analysis allows recognition 

of emergent themes, patterns and relationships. For example, from the interviews it gathered 
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new information it had not thought about earlier that are essential for the research. From this, 

it created business culture (under Knowledge). Also when coding respondents’ answers to the 

initial coding scheme, some categories were heavy, hence they needed to be subdivided. Such 

included trust and commitment which were put under relationship. 

 

After categorizing the data, open coding was performed (Saunders et al., 2009), where there 

was combination of data from the interviews and the secondary data presented in the literature 

chapter. Following this, it was possible to see relationships and patterns, referred to as axial 

coding, which are presented in the analysis chapter. Finally, it was possible to integrate 

categories to produce new theories, referred to as selective coding (Saunders et al., 2009), as a 

result, it was possible to draw and make conclusions. 

3.10 Validity and Reliability 
When dealing with qualitative data, credibility of data is very important. In this case, one can 

argue whether a multiple case study would have been a better research strategy than using a 

single case in order to be able to compare the results and to get a better understanding of the 

internationalization process. The reasoning behind choosing a single case study over a 

multiple goes back to the choice of deepness in understanding versus generalization of results. 

Saunders et al. (2009) argues that the need for generalization is not as important with the 

chosen approach as when doing a statistical analysis that needs to be replicated. External 

validity is closely related to measuring, and measuring itself is not of major interest in 

qualitative studies (Bryman and Bell 2013). In this study external validity is not of major 

importance for this case. This study thus chose deepness, which can be hoped to contribute to 

theory and in a later stage, be developed. That is, by using the framework from this study as 

an initial base, it may be possible to improve and develop it further by quantitative studies that 

in turn can build external validity. The single case study is reliable in terms of this particular 

case. However, if another case firm was chosen, the outcome could perhaps have been 

different. 

Construct Validity 

The author also want to bring forth the awareness of case studies especially have been a target 

for critique in terms that, these studies have not always included a sufficient number of 

operational measures and therefore let subjective judgments interfere when collecting data 

(Yin, 2013). With this, it has been regarded to be a serious threat and during the research 

phase, the researcher has actively worked with. This was done by using multiple sources of 
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evidences, in a convergent way, to support the research and create a chain of evidence 

(Saunders et al. 2009; Yin 2013) and additionally let key informants review the work (Yin, 

2013).  

Giving examples of how this was done; 

 All collected data was recorded and transcribed so that it can be compared easily 

between different interviews. 

●  A considerable amount of time was spent at the company to study the climate and 

organization in addition to just conducting interviews. 

● The researcher interviewed respondents at different occasions in order not to be biased 

by the situation and time. In that, interviewees were informed about the interview and 

they chose their own convenient time hence were not under influence of anyone. 

● During the whole research process, the researcher worked with a supervisor at the 

university who critically reviewed the work. 

 

However, the researcher put forth that there is difficulties with achieving complete 

reliability, just as Merriam (2013) argues that difficulties in social sciences concern the 

fact that human behaviour is never a static product. For example, concerns could arise 

with issues with reliability within semi-structured interviews due to lack of 

standardization and also issues related to bias. Saunders et al. (2012) states that there are 

three types of bias and they include interviewer, interviewee, and participation bias. These 

were mitigated by having an awareness of these biases and the researcher proactively took 

actions in order to minimize their occurrence. In addition, the author has attempted to give 

clear explanations to the methodological choices and approaches of this study. 
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4. Empirical findings 
 

In this chapter it represents interview results made from Hydro Standard AB, insights from 

two water companies (customers of the firm) as well as from Swedish Trade Council in order 

to understand the internationalization process of Hydro Standard AB in the Kenyan market.  

4.1 The idea behind internationalization 

For a long time, Hydro Standard AB wanted to expand its business activities abroad but did 

not know how. As a result, it made no physical operations in other countries apart from recent 

entry in the Kenyan market in the year 2014. Majority of its operations are within Sweden but 

it serves Norwegian market by repairing water meters without establishing any physical 

presence in the country.  

 

With recent discussions on emerging markets, the company got interested with that idea and 

started seeking ways of entering the Kenyan market. In addition, due to new technology for 

water meters (smart meters), old water meters were getting wasted and the company did not 

know what to do with them. Kenya was chosen because; the Kenyan manager comes from the 

country, he understands the culture and he has prior work experience from the country. The 

motivation to enter the Kenyan market was from the expression that, “experience is the best 

teacher” and also readiness to take risks and expand to the market.  

 

4.2 Entering the Kenyan market 

After doing market research for water meters in Kenya, the company discovered an 

opportunity they could exploit. Ordinary Kenyan water meters were inaccurate and thereby 

gave wrong information and anyone could manipulate them. This resulted to conflicts 

between customers and suppliers. Furthermore, working with the ordinary meters required a 

lot of human labour. With this, they decided to follow up and enter the market. 

Kamstrup A/S- their supplier serves bigger markets such as USA, Europe and Russia and did 

not have intentions of expanding to Africa. As a result it gave Hydro Standard AB the 

opportunity to sell their products in Kenya.  

According to the founder, “entering the market was not easy as we had thought”. They lacked 

knowledge on how to start the business and did not have enough financial resources. They 

contacted the Swedish government for financial support but their request was not met. Since 
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they lacked the knowledge on how to get started in the Kenyan market, they contacted the 

Swedish trade council in Kenya for help but they were required to pay a consultation fee 

which turned out to be too high for them to pay. Even though the company was not able to 

pay the trade council in starting the business, it helped them by holding several meetings and 

giving them written documentations explaining about the market. However, the company was 

still missing business contacts and they had to make several trips from Sweden to Kenya. In 

one of those arranged meetings, the Kenyan manager was approached by one person who 

advised him to reach out to top managers. By doing so, he asked the trade council and got 

help in acquiring the crucial contacts that he needed. It can also be mentioned that, the 

company is still in connection with the trade council who helps in delivering water meter 

samples to interested customers.  

 

4.3 Networking/ Relationships 

Developing new relationships was an important progress for the company and among the 

contacts provided to them by the trade council was with the ministry of water and 

infrastructure in Nairobi. Meeting with the Nairobi water manager created an opportunity for 

the company to introduce their product offering. Impressed by the technology, it was agreed 

they start supplying the Kenyan market. However, it was not that easy. According to the 

Kenyan manager, “there is a procedure on how things are dealt with in Kenya. A lot of things 

are decided by the managers but the government has the final say. Additionally, the 

government is more interested with foreign companies that want more of a partnership than 

just setting up industries that do not add any value in the country”. He further stated “it is 

very crucial to be connected to the community. They just don’t need the name of the company 

but need more than that”.  

 

Nairobi water company manager contacted Mombasa water manager since they knew each 

other. Afterwards, the case company started supplying water meters to Mombasa water 

company and by doing so the network expanded .To develop more new business customers, 

the Kenyan manager visited another county i.e. Machakos water company and through this 

manager, he was able to connect to Mavoko water company who later became their customer. 

In short, the case company gained customers through mutual friend network. 
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According to the customers of the case company, there is a huge market for the company in 

the sense that, there are over eighty water companies in Kenya and combining this with the 

African union for water management, the firm can exploit the available opportunity by 

supplying meters to all these countries. According to them, the company has the best product 

so far which is facilitated by functionality, accuracy and high technology. As a result the 

company faces less competition from its competitors who are also less in the country. In line 

with this, the founder stated that “western companies do not understand that East Africa has 

a long way to go and if they keep on waiting for better situations of the market they will find 

someone else who have already entered the market before them”  

 

As mentioned earlier, Kenya is a central hub for East Africa (Gundan, 2014) and as a result, 

major meetings for East Africa or Africa in general are held in the country. Through these 

meetings, different topics are discussed where management to water and infrastructure is 

among them. With Nairobi Water Company as their customer, it has a big business network 

and is making connections for the case firm to other distant networks such as Nigeria. 

However, the founder stated “that is a big step at the moment and we would like cover the 

Kenyan market first” and that was also supported by the Kenyan manager.  

 

A working relationship between Hydro Standard AB and its customers is facilitated by 

constant communication, feedback and frequent visits which have improved over the years. 

According to the founder, developing close relationships is very important for a business and 

he gave an example by stating that, “if it was not for the good relationship I have had with the 

Kenyan manager, I would not have thought of entering the Kenyan market”. He further stated, 

“I am developing a close relationship with two of my business partners who own 20% share 

of the company and they help a lot when making decisions regarding tenders and finding 

right customers”. The Kenyan manager also mentioned that developing relationship is 

important because “power is in relationship and without relationships one should forget about 

the Kenyan market”. The trade commissioner also commented by saying, “it is very important 

to have conducts in Kenya for there is a little chance of survival. Swedish companies will 

succeed if they have the right conducts”. From all the respondents, building network can 

enable a firm to find more customers or partners and they can come from different ministries. 

The respondents also mentioned that it is very important to have relationship with political 

people for in any project especially one which is public cannot be dissociated from politics in 

Kenya. With this in mind, it is difficult for any company to work independently as the 
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government monitors what is being handled and also protects the consumers. Additionally, 

one of the customers stated, “There are political issues that are crucial for a firm success and 

there are also political incentives in political projects”. In regards to this, respondents argued 

that managers and board of directors should be in good terms with political elites in any 

region for they have a lot of power and can determine success or failure a company. 

According to the Kenyan manager, “political elites can also act as a marketing tool since 

they are the ones who bring development in the regions”.  

4.4 Trust 
“Trust is a key element in any relationship and without it, it is impossible to do any business 

in Kenya” -The founder.  

The customers explained that they do not have any problem with the case firm for they are 

open to each other and any arising difficult it is dealt with by good communication which they 

have developed with each other. As a result they are willing to continue the business 

relationship. However, dealing with other business counterparts can be difficult. The founder 

stated that, “(…) you need to be careful with whom you are dealing with otherwise they will 

try to steal what you have”. This happened when the firm tried to explain the technology they 

have to an agent, who later tried to betray them by stealing their business idea and contacting 

their main supplier Kamstrup A/S using a person in Holland. To deal with this, they had to get 

disconnected with him and from then onwards, they do not trust agents. They use DHL to 

deliver their products. In addition, the founder commented that when they have interested 

customers, they make calls, set up a meeting and lastly make negotiations.  

 

4.5 Commitment 
“For commitment to increase, it is a result of trust and a good working relationship, when this 

is met, then it is important to expand the business and should be reciprocated not from one 

party” one of the customers stated. From customers’ point of view, they would benefit more if 

the company would establish a physical presence in Kenya rather than having regular visits. 

Additionally, they would learn more than trying to understand products manuals. However, 

with the good relation the company has with its customers, the distribution curve for the 

company is growing. Taking for example, the company is waiting to sign a tender of one 

billion Kenya shillings with Nairobi Water Company. According to the founder it is a huge 

amount of money and he stated, “When I saw the issue on the Kenyan newspaper, I felt 
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threatened”. With success of this tender, the company plans to expand its business activities 

by opening up an EDC secured workshop as they have in Sweden.  

 

The founder and the Kenyan manager made a statement by saying that it is easier to make 

more profits in Kenya than in Sweden. On another aspect, European products are more 

welcomed in the country as they are considered of high quality and standard and with this 

they are willing to continue investing in the country. All the respondents also mentioned that 

the economic growth of the country is growing making use of a population with a buying 

power. 

 

4.6 Knowledge 

Both the founder and the Kenyan manager learned a lot by interacting with their customers. 

“It is good to have direct communication, learn about problems, know how a customer feels 

and find out what can be done” stated the Kenyan manager. During their earlier visits in 

Kenya, they asked their customers what they needed and they responded by saying they 

needed plastic water meters. By then the company was distributing only metal meters. To 

solve the problem, they approached a company that produces plastic meters and with success, 

the company was able to start selling both types of water meters. Metal water meters costs 

five times higher than ordinary Kenyan meters. As a result, there is a price challenge for 

customers (end customers) and most of the time they bargain to have a reduced prices. 

However, the firm sells at a fixed price. The Kenyan manager stated, “(…) this is something 

that is different from both countries. In Sweden prices are always fixed but in Kenya it is 

possible to bargain and have a reduced price”. “The customer will ask, why should I buy an 

expensive water meter while I can get a cheaper one?” Introducing plastic meters made it 

cheaper and they are environmentally friendly.  

 

Electricity is not well distributed in all regions in Kenya and to deal with this, the case 

company is solving the problem by introducing water meter batteries which can be used 

instead of electricity and can last for seven years without requiring a change. Further 

developments are also made in regards to functionality of meters, that is, water meters data 

can be read through text messaging hence reducing human labour. According to the 

customers, the introduction of the case company water meters in the country have reduced 

complains and problems. “If meters are not functioning properly we end up losing waters. 
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Bad meters results to miscalculations to both the customer and the firm. With Hydro Standard 

meters they are accurate and tamper -proof” stated one of the customers.  

 

Interestingly, respondents mentioned that they would value informal knowledge and it is very 

important in Kenya. They stated that Kenya is very informal and there are business 

negotiations that are informal but necessary. Failure to comply would mean failure. The 

Kenyan manager added that, “Informally we talk a lot about business matters and it might 

happen that, going to the office the next day would mean completing negotiations already 

made outside office. Business is not always inside but also outside” However, it is possible to 

face situations which are difficult to understand or where there are no written rules. In this 

regard the founder found it confusing and he stated by giving an example that, “it is tricky not 

to pay money under the table and know if you have possibilities of doing business”. However 

the Kenyan manager said he is familiar with Kenyan culture and could tell when 

conversations are becoming controversial for example, in cases dealing with corruption. At 

the same time, he also mentioned that “it is also crucial to have local directors for example 

branch people for they know what rules apply”. Supporting this statement most of the 

respondent acknowledged that, it might take time for a Swedish firm that lacks knowledge to 

operate in the market and it is good to have a local partner to succeed. According to the trade 

commissioner, “(…) local employees can explain business culture to a Swedish company. 

Additionally there are benefits of employing locals; they have local competence, experience 

and job qualification hence can help in the market”. When asked if it is difficult to employ 

locals, all respondents mentioned that employing locals is not difficult and people in Kenya 

are competent. The trade commissioner also commented that “It is not really difficult to 

employ locals. Everybody speaks English in Kenya and in a business aspect it is quite okay. In 

addition, there is a huge population that is educated and if they need training it may take less 

than six months to develop the required skills”  

When asked some of the difficulties a Swedish company may face while entering the Kenyan 

market, the trade commissioner stated that “A new firm in Kenya may face difficulties in 

finding the right partners, may find it difficult in managing itself in a good time frame and 

could face bureaucratic issues as well as corruption. We advise Swedish companies that 

corruption is an issue in Kenya and it is not advisable to take part in it”. Before getting 

established in the Kenyan market, firms should know that, “with lack of knowledge, there are 

risks of spending time and resources in areas where there are no opportunities and small 

companies need a lot of help due to their limited resources and experiences”. Concerning 
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legal rules for Swedish companies in Kenya, respondents mentioned that compared to the 90’s 

registering and getting of licenses is becoming easier and quicker. However, rules can be 

different depending on different sectors. From the trade commissioner point of view, “(…) by 

looking at the way Swedish companies are investing in the country it is a sign that the rules 

are not that challenging”  

4.7 Business culture in Kenya 
The Kenyan manager and the founder experienced that, Kenya is a country that values 

hierarchy and it is better to start doing business with top managers than with middle 

managers. “(...) it is something that is different from the western world, for example one can 

approach an engineer or a certain department in Sweden and everything is settled down. 

Starting from the middle or low in Kenya there are chances of wasting time. In addition, 

starting from top discriminates corruption. The top person has power to influence the bottom 

personnel for they will follow orders. Contacting lower managers, one may need to bribe. 

However, one should not forget the people at the bottom, without care they can spoil your 

business image” the Kenyan manager reported.  

 

Additionally he also mentioned that there is a saying in Kenya, “See you after work”. 

Meeting work colleague(s) after work will entail having an informal meeting where work is 

discussed in a relaxed way. Going to these meetings, there are possibilities of meeting 

business elites for sometimes a friend may come with a friend and through this it is possible to 

expand business network. However, Kenyans are more relaxed and may affect issues 

concerning punctuality and to cope with this, a person has to be flexible and patient in order 

to work in the Kenyan environment.  
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5.0 Analysis 
 

In this section, an analysis is done from the empirical findings and theories used in the essay 

to compare and contrast them on networking and knowledge in the internationalization 

process.  

5.1 Internationalization of Hydro Standard AB 

After interviewing the respondents, it can be identified that there are more similarities than 

differences in accordance to earlier discussed theories of internationalization. In this case, the 

case company in most ways follows the Uppsala internationalization model which Johanson 

& Vahle (1977) developed. It argued that the process of internationalization involves 

interaction between development of knowledge and increasing commitment of resources to 

foreign markets. This was evident from the case firm as from the very beginning it lacked 

knowledge on how to enter the market and as it gained market knowledge it was possible to 

develop more knowledge such as of customers and products. An increased knowledge in 

products made it possible to create more business opportunities. In that, it started off by 

supplying metal smart meters and after interacting with customers it introduced; (a) plastic 

water meters, (b) a new technique of reading water meter data through text messaging, (c) 

water meter batteries to compensate areas which lack electricity thus supporting Ghoshal 

(1987) argument that a firm can building valuable skills based on new knowledge acquired 

through internationalization. Solving customer complains that had existed in the country 

enable the firm to meet unmet consumer demand that Arnold and Quelch (1988) argued about 

as an advantage of entering an EMs early. Additionally, the ability to solve such problems 

supports Johanson & Vahle (1977) argument that if a firm sees opportunities and problems in 

the market it will seek solutions to the problems and promote solutions. Being first in 

introducing such technology in the country is in line with Lieberman et al. (1988) argument 

that the firm can enjoy first mover advantage arising from technological leadership. Further, it 

could be argued to be the motive behind internationalization (Freeman et al., 2006). Its desire 

to expand business activities abroad and entering the Kenyan market supports Dunning (1993) 

argument that firms internationalize to seek new markets. However, due to lack of prior 

experience in internationalization, it could be argued to be a reason why the 

internationalization process was slow and difficult. Furthermore, it could also be as a result of 

insufficient funds since it tried to seek financial help from the Swedish government but did 

not succeed and many authors mentioned that with lack of necessary resources it might be 
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difficult to enter foreign markets (Jansson, 2007; Meyer and Skak, 2002). The case firm uses 

export as its mode of entry and makes regular visits in the country. However ,due to increased 

business activities and market commitment it plans to establish a physical presence in country 

thus supporting Johanson and Wiedersheim-Paul (1975) that a firm can enter a new market 

through establishment chain. The increased business activities and commitment with its 

customers plus the incoming tenders of one billion Kenyan shillings which are to be signed 

with Nairobi water company will change the structure of the company by having higher 

annual returns that exceed returns of a small company hence supporting Coviello and Munro 

(1997) argument that through internationalization a firm can overcome liability of youngness. 

  

Psychic distance of the firm is reduced by having the Kenyan manager who is from the 

country and understands the country’s culture and language. However, language is not a 

problem as majority of the Kenyans understand English. An assumption can however be made 

that, his prior work experience in Kenya and current work experience in parent company in 

Sweden to have helped in the internationalization process by having knowledge of both 

markets. As a result, it is possible to collect and interpret incoming information properly. 

Johanson and Wiedersheim-Paul (1975) also argued that a firm can enter foreign markets that 

are located at a short psychic distance and could affect market selection. In this line, Kenyan 

was selected because he is from the country and some-how he is able to understand the 

Kenyan market and its culture. The literature also described how important is it is to 

understand the culture as there is need to adapt to cultural characteristics (Koopman, 2000) 

and with such,  it can minimize international company’s cost of integration (Hofstede, 1980).  

 

Nevertheless, the presence of the trade council can also be assumed to have broken the 

barriers that had existed for the case firm in getting business conducts and as a result it acted 

as local player with local knowledge thus helping in the establishment process. This supports 

Luo et al. (2005) argument that psychic distance is decreasing due to modern developments in 

consulting services.  

5.2 Knowledge 
Discovering that the firm had the best technology that was missing in the Kenyan market 

became part of knowledge that it could use to exploit the opportunity therefore supports 

Johanson & Vahlne (2009) argument that opportunities are the most important part of 

knowledge. The close relationship between the founder and the Kenyan manager can be 
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assumed to have enabled them to use their different capabilities and resources for the 

expansion of the firm hence supporting researchers hypothesis which proclaim that 

relationships are characterized by specific levels of knowledge, trust, and commitment and 

may be different in how they promote successful internationalization (Johanson and Vahlne, 

2009). In order to understand different aspects of knowledge, Nonaka (1991) classified 

knowledge as either explicit or tacit.  

 

Explicitly the firm learned from Swedish Trade Council through formal meetings and from 

written documentation which explained about the market. The interview done with the trade 

commissioner revealed that they advise Swedish companies on matters concerning wasting of 

resources and time in areas where there are no opportunities as well as on bureaucratic issues. 

An assumption can be made that, such knowledge helped in creating awareness by revealing 

the nature of the market as well as on how to avoid unnecessary risks.  

 

Forsythe et al. (1998) argued that tacit knowledge is knowledge that people have but they do 

not know if they have it. It can be assumed that the Kenyan manager has tacit knowledge due 

to his familiarity of the country and former work experience. With such type of knowledge it 

is not possible to explain fully what he knows or how he handles issues. For instance, 

knowing when conversations are getting controversial, how to deal with them and the ability 

to develop an interactive approach. Such knowledge can however be assumed to have helped 

in connecting freely to business partners as well avoiding unnecessary mistakes such as 

bribing. Many authors such as (Nonaka & Takeuchi, 1995; Sternberg &Wagner, 1993) argued 

that tacit knowledge is a product of learning from experience that affects performance in real-

world settings. Their engagement in the market has made it possible to learn more of the 

market, customers as well as their competitors. In regards to competitors the firm seems to be 

facing less competition and supports Sakarya et al. (2006) argument that firms have 

developed a “go-no-go” approach in emerging markets making less competition in these 

markets. This statement was also supported by the founder of the case firm that there is a 

neglect of western firms’ expansion in East African countries. As a result he is willing to 

expand his business activities before stiff competition occurs and by doing so, there are more 

possibilities of gaining first mover advantages and benefits that Lieberman et al. (1988) and 

Quelch et al. (1998) argued about.  
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Socially, the firm learned that Kenyan business culture is very informal, hierarchical and there 

are negotiations that are not formal but necessary. Through informal business meetings there 

are possibilities of making important business negotiations that can be formalized afterwards. 

Through these interactions it is possible to gain knowledge as well business partners hence 

supporting Håkansson & Ford (2002) argument that the best way to gain tacit knowledge is to 

be socially active and strengthen the business network with new contacts .Additionally, they 

learned that the best way to handle issues concerning corruption is to contact top management 

teams otherwise dealing with lower or middle managers in an organizations could result in 

wasting of time as well as there could be chances of bribing. Moreover, conducting top 

managers is the best was to initiate business ideas. Due to lack of this knowledge, they made 

several trips from Sweden to Kenya without success and Eriksson et al. (1997) supported the 

idea that lack of business knowledge requires different amounts of time to overcome, and 

have dissimilar effects on the perceived cost of internationalization.  

 

Attending informal meetings could however be time consuming and sometime people do not 

show up on time hence one need to be flexible and patient and is in line with Makino and 

Delios (1996) argument that acquiring local experiential knowledge is time-consuming but 

important for performance. Additionally,  being socially active the firm was not only exposed 

to some unknown situations in the market but as it was mentioned earlier, interacting with 

customers enabled the firm to perceive opportunities in the market and giving better solutions 

to its customers thus reducing uncertainty (Kogut & Singh, 1988). With no doubt, through 

experiential knowledge, it was possible to develop a position in the market and their 

commitment in the Kenyan market gradually increased. Such knowledge could not be fully 

found in books and can only be learned through experience or socially and is aligned with 

Eriksson et al. (1997) argument that it is not only important to know what books say but how 

it is applied practically.  

 

5.3 Networking /Relationship 
Entering the Kenyan market expanded the firm’s network that they had from Sweden and this 

supports previous research indicating that internationalizing firm is initially engaged in a 

network which is primarily domestic then develops business relationships in networks in other 

countries (Johanson and Mattsson, 1988). The case firm has thus being able to build and 

sustain relationship with customers, government, Swedish trade council who still help in 
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delivering water meter samples to interested customers. In a social, technological, 

economical, administrative and legal ways, these actors are joined together in a network and 

are in line with what Johanson and Vahlne (1977) had mentioned. However, it can be 

mentioned that the government is an influencing actor when it comes to decisions regarding 

products or what the firm can do. The Kenyan manager mentioned, “There is a procedure on 

how things are dealt with in Kenya” It is possible to make negotiations but someone else has 

to finalize those decisions. An assumption can be made that, it is not possible to know fully 

who are involved in those procedures. This limits transparency and creates invisible powers or 

structures. Additionally, local branch managers or politicians have power to control or allow 

what has to be done in the local regions resulting in complexity in dealing and handling 

business matters and is in line with Arnold and Quelch (1998) argument that national and 

local governments and other regulatory bodies are far more influential in EMs than in 

developed country markets. However, there are benefits that a firm can gain with such 

relationships. In order to bring development to these regions where local politicians or branch 

managers’ work, they have to make projects public and can be done through print media –

newspaper- as it was for the case firm or through other means. It informs the locals what type 

of development they are bringing. As a result it can be argued that they are acting as 

advertising agents for a firm by creating product awareness and could result to increased firm 

performance.  

 

The Kenyan government has a key network position as it was mentioned by Gundan (2014) 

that it is a central hub for East Africa but other African countries come to the country to 

discuss matters concerning water management. When they visit or attend water management 

meetings in the country, it expands the network for the firm. For instance, the firm was 

requested to expand its business activities to Nigerian market. If it would have done so, then it 

would support Hoang & Rothaermel (2005) argument that the interaction contribute to a more 

general knowledge about international relationship development, and also help partners learn 

about ways in which they can develop different and transferable relationships in alternative 

situations .It can be argued that, having this kind of relationships with the government is 

likely to expand the firm's network and also business activities would increase.  

 

Building customer relationships was from one customer to another and it followed a sequence 

of “a friend of a friend” and is in favor with research that had indicated that relationships 

seem to build up from social exchange processes whereby firms involved enact relationship 
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interactively and in sequence (Kelley & Thibaut, 1978; Ford, 1979). Through such 

connections, it can be argued that it made the network process even faster. It can also be 

mentioned that, most of the relationships were formed informally and is in line with Powell 

(1990) argument that, there may be some formal aspects in developing relationships but 

mostly it’s an informal process. 

 

The strong bond developed between the firm and its customers makes it possible to continue 

the relationship. From the respondents, it is facilitated by effective communication, feedback 

and trust. An interpretation can be that, through effective communication, any arising barriers 

are broken down and this makes negotiations easier as well as avoids chances of 

misunderstandings. Johanson and Vahlne (2009) argued that if trust develops leading to 

commitment, it means that there is a desire to continue the relationship and a desire to invest 

in it. Further, relationship with a high degree of trust will result in a greater willingness to take 

part in social exchange of ideas and opportunities (Nahapiet and Ghoshal, 1998). However, 

the findings in this case did not support cf. Arenius (2005) idea that, in some cases trust can 

be used as a substitute for knowledge, for example in areas where the firm lacks required 

market knowledge , a trusted middleman can help in management of its foreign business. The 

case firm claimed that they explained the technology they had to an agent whom they thought 

they could trust and could help in distributing their product instead he betrayed them by 

stealing their business idea and even contacting their main supplier Kamstrup A/S. As 

described in the literature, trust may develop into commitment if there is willingness and 

positive intentions but since there was no positive intentions any commitment with him was 

cut off (Johanson and Vahlne 2009).  

 

The revised model (2009), argued that, one of the major reasons for internationalization is that 

the firm has to strengthen its position in the network. Hydro Standard AB has learned how to 

manage, create and sustain a strong form of trust, knowledge and commitment with its 

business partners. The firm can thus be argued to be an insider in a network. In 

internationalization process a firm is either an outsider or an insider whereby being an 

outsider means having no network in the foreign market and therefore lack knowledge about 

that market. However, since the case firm has learned about knowledge of the market and 

being in a network, it can thus be concluded that, it enjoys partnership and a network position 

and it has desirable outcome in its potentials in the process of learning, trust and commitment 

building.  
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6.0 Conclusion 
 

Analyzing the empirical findings, it can be concluded that Hydro Standard AB has been 

successful in the internationalization process. Through experiential knowledge the firms has 

gradually gained market knowledge and increased its commitment. Solving customer 

problems and coming up with new products was facilitated by having an interactive approach. 

In this case, the firm added value in the country by coming up with products that could be 

used in areas that lacked electricity. On addition, introducing new plastic water meters made it 

cheaper for customers to purchase.  

 

From the author’s perspective, explicit knowledge is important but plays a minor role 

compared to tacit knowledge. Kenyan culture is very different from Swedish culture and 

gaining market knowledge can be done well informally.  

Through tacit knowledge including experiential learning, the study found out that;  

(i) The best way to initiate business ideas is by conducting top management teams 

otherwise there are possibilities of wasting time and can delay the 

internationalization process. Additionally, conducting top managers creates a 

possibility to eliminate corruption.  

(ii) The best way to learn business culture is by being socially active having in mind 

that Kenya is very informal and hierarchical. In some situations there are 

negotiations that are informal but necessary. Some negotiations can be made 

informally and formalized afterward. Additionally, attending informal meetings 

there are possibilities of extending business network.  

It can be acknowledged that, through tacit knowledge it is the best way of learning about 

unwritten rules and how to deal with challenges arising from the market. However, having 

local employees can help the firm in areas where it does not understand. Locals help break 

barriers that exist between the firm and the market since they have local competence. The 

Swedish Trade Council acted as local player hence broke the barrier that had existed 

between the firm and the market. Offering them business conducts facilitated market entry 

hence connected the firm to its business partners.  

Establishing relationships with political or local branch managers can be essential to a firm. In 

that, they have powers that can determine success or failure of a firm. On a positive side, they 
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can acts as advertising agents in promoting projects in local regions and in doing that, they 

create product awareness for the firm.  

Relationship build on mutual trust will result to commitment. The firm and its customers have 

developed mutual trust and are willing to continue the relationship. As a result more 

commitment has increased. From the analysis, relationship can influence market selection. 

The founder of the firm and the Kenyan manager had a close relationship and could trust each 

other such strong relationship enabled the firm to internationalize in the Kenyan market.  

 

To sum up, the path (Hydro Standard AB) took as a small firm is in accordance to the 

internationalization theories. Through knowledge and networking, it is possible to identify 

opportunities and tackle challenges found in the market hence aid in the internationalization 

process. 
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7.0 Limitations and future research 
 

Research on strategies for EMs may face problems because theories for developed market 

economies may not fit emerging economies. In this regard, previous literature has focused 

heavily on internationalization of firms in developed markets and has paid less attention on 

emerging markets. In this case, it is possible that the internationalization process may differ if 

other theories were used.  

The study also involves Swedish Trade Council which is a consulting firm. In this case, there 

could be possibilities of getting different perspective from what was being investigated.  

Additionally, the collected data from the Swedish Trade Council gives a general perspective 

of firms and not particularly for small firms. This may affect reliability of the collected data. 

To compensate for this, having the two customer firms made it possible to compare results 

and see if there were differences or similarities.  

 

The study is based on one company with new technological products, thus it cannot generalize 

findings to other companies or other industries to a wide extent. It is also the first time a study 

has been done on internationalization process of a small firm in the Kenyan market. With this 

it was not possible to compare results with previous research hence more research is needed to 

be able to draw a general conclusion. It would be interesting to see if all Swedish companies 

act in the same way or if there are differences in their establishing process in Kenya. It is also 

important to make it clear that, the success of the firm cannot be definitely be derived from 

their internationalization process. There could be other factors contributing to the success of 

the firm.  

 

Another area of concern is that, from previous literature described by Khanna et al, (2005), it 

argued that, “In EMs it might be difficult to find people who can work as managers and in 

addition, it is complicated in recruiting and hiring well educated workforce”. The findings in 

this study found out that Kenyan people are educated and there are no complications in hiring 

or recruiting employees. In this regard, there is a need for further research to see if this holds 

true. 
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9. Appendix 
 

Interview questions 

  

A. For Managers  

 

1. Please let me know the kind of business you operate.  

 Year of foundation.  

 Nature of business. Etcetera 

2. What other countries does your company operate?  

 How did it start?  

 Present level of operations? For example, explain on buying and selling of 

products, the number of employees, suppliers, customers etc.  

3. Let me know about the motives behind internationalization and more specifically for 

Kenya.  

 Please explain how it started? Who were involved?  

 How come you choose Kenya as a market to operate in? 

4.  How would you describe the Kenyan market?  

5.  How does language, culture, distance, working norms, economic conditions, between 

your company and your foreign agent/distributor or company affect your business or 

way of doing business in Kenya?  

6. How does your company develop new businesses in Kenya and does it differ from the 

way you do it from other countries?  

7. Who are your main counterparts? (Business partners) 

8.  How has/does relationship between your Company and partners develop?  

9. While doing business in Kenya, there are informal or formal information which is 

more valuable to you? What kind of knowledge do you get?  

10 Have you ever experienced difficulties to continue working with any counterparts? If 

yes - please explain.  

11 What is the important factor in business operation in the Kenyan market?  

 knowledge  

 Trust  

 Relationship 
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12 Do you think it is important to build up relationships with political people?  

 How do you deal with the government?  

13  Do you think Swedish companies will be interested in investing in Kenya? If yes, 

why?  

14 What would you say to be the driving forces for a Swedish company to continue 

investing in the Kenyan market? Economic growth, market size etcetera  

15 How do you as a Swedish company get that knowledge about Kenya that is not written 

down for example, about Kenya business culture or how to handle cases like 

corruption/bribing?  

 

B. For Hydro standard customers  

 

1. What is your position in your company? How long have you been working together 

with   Hydro Standard AB?  

 Please explain the kind of business you operate.  

2. How did you start doing business with Hydro Standard AB and who were involved? 

How has it developed? Meetings , telephoning etcetera  

3. How would you describe the Kenyan market for a Swedish firm?  

4. How does your company develop new counterparts in Kenya? Is doing business with a 

Swedish firm the same as you do business with a Kenyan firm? What are the 

similarities and differences?  

5. Do you have collaborations with the Kenyan government? If yes, please explain  

 Do you think it is important to build up relationships with political people?  

 How do you deal with the government? 

6. While doing business in Kenya, there are informal or formal information which is 

more valuable to you? What kind of knowledge do you get? Rules and regulations  

7. Have you ever experienced difficulties to discontinue working with Hydro Standard 

AB? If yes- please explain.  

8.  What are really important factors in business operation in the Kenyan market?  

 How does this affect your relationship with Hydro Standard AB?  

 When it comes to Knowledge, how do you view this?  

 Is trust important?  

 Relationships  



 

 62 
 

9. Since you know the Kenyan market well, what would you say to be key factors for 

successful businesses in the Kenyan markets for Hydro Standard AB?  

10 What are the challenges for business operation on the Kenyan market for Hydro 

Standard AB?  

11 Do you think other Swedish firms would like to invest in the Kenyan market? Please 

explain. 

12  What would you say to be the driving forces for a Swedish company to continue 

investing in the Kenyan market? Economic growth, market size, etcetera  

 

C. For Swedish Trade Council  

1. Can you please describe your kind of work in Kenya? 

2. In short, how could you describe the Kenyan market for Swedish companies? 

3. What are the most common problems companies come across in Kenya and how do 

you help them?  

4. What does a Swedish company need to know before getting established in the Kenya 

market? Why is it important to have that knowledge?  

5. What are the risks for a company from Sweden not having enough information and 

knowledge about the country?  

6. How does a Swedish company get into Kenyan business network? Do you help them 

with that? How do you relate to Hydro Standard AB?  

7. What role does networking and contacts play for Swedish companies that want to 

develop themselves in Kenya, for example Hydro Standard AB? Why is it important 

to have contacts in Kenya as a Swedish company?  

8. Are there differences between small and big Swedish companies in the way they 

operate in Kenya or the way you help them?  

9. Do you think Swedish companies have a higher competitive advantage while 

operating in the Kenyan market? 

10 Do you have collaborations with the Kenyan government? If yes, please explain.  

11 How would you describe the political situation in Kenya and is it affecting Swedish 

companies? Do you have any experiences with Hydro Standard AB?  

12 How does it look legally for a Swedish company? How are the rules for doing 

business in Kenya? Do you have any experience with Hydro Standard AB?  
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13 How do you as a Swedish authority get that knowledge about Kenya that is not written 

down for example, about Kenya business culture or how to handle cases like 

corruption/bribing? Is there anything relating to Hydro Standard AB?  

14 Concerning the labour market in Kenya, does a Swedish company employ local people 

or do they hire people from Sweden? And is it easier to hire local people?  

15 What would you say to be the driving forces for a Swedish company to continue 

investing in the Kenyan market?  

 Do you think more companies will be willing to invest in Kenya? Please 

explain. 
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