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I HISTORICAL BACKGROUND AND OVERVIEW

(1)

(2)

Kenya has a long history of trading relationships with the
external Werd. Indeed the much vaunted Porfuguese "discovery?
of the sea-route to the East was made possible only by the
skills of.an indigenous pilot who negotiated the crossing

from Malindi (on the Kenyan coast) to India. This ‘external

~trade! was supplemented and to some extent supported by .

'internal trade! within the interior and that between the

interior and the coastal areas(l);

Foreign investmént in production (as opposed to trade)

followed the arrival of -British settiers who began to move

into the interior in the late nineteenth century. Almost

without ekception early manufacturing arose out

of ° the entrepreneurial activities and Briiish and Asian
settlers, (rather than fqreign'firms) béginhing with basic
produéts such as timber, flour milling‘and céhstruction.‘
But with the increasing role‘being played by commodify
productlon ‘in agrlculture, forelgn 1nvestment (that is out-

side of establlshed tradlng companles( )) made 1ts entry into

There are numerous sources for these trade patterns. ‘For a
description of internal trade see P. Marris and A, Somerset,
African Bu51nessmen, (Nalrobl, East Afrlcan Publishing House,
1971)y =~ °

Some of whom subsequently moved into manufacturing. For a
descrlptlon of such a movement see N. Swainson, "Company
Formation in Kenya Before 1945 with Particular Reference to
Forelgn Capitaltin Readings on the Multinational Corgoratlon
in Kenya, R. Kaplinsky (ed.), (Nalrobl, Oxford University
Press, 1978).
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production in the primary sector, accounting for increasingly
significant shares in tea and coffee production and in wattle

processing.

But as Swainson(l) points out, British capital (the most
likely source of foreign investﬁent during the Colonial
period) was reluctant to invest in production in East Africa,
which was seenAprimarily'as a captive market and a source

of raw materials. Moreover, as Brett(z),shOWS the

Colonial state was inhibited by the Imperial state from
supporting the growth of processing and manufacturing

activities in the E. African colonies.

This policy was undermined by two events. The firsé, a
familiar pattern for much of the Third World, was the
growth of local manufacturing during the Second World War
in response to the breakdown of established ‘international
trading‘channels.' The second, allied in part to the growth
of ldéal manufacturing, was the emergence of a local
accumulating class which aithough almost entirely of
immig;anf origin; was ihcféasingly‘successful in persuading

the colonial state to support domestic accumulation.

N. Swainson, op. cit.

E. A. Brett, Colonialism and Underdevelopment in East Africa:
The Politics of Economic Change, 1919-1939, (Nairobi,
Heinemann, 1973). '
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Supplementing these donestic pressures for local accumulation
invprocessing and industry was the growing presence of
foreign capital. Predominantly British in origin, this’
foreign capital entered the Kenyan economy with the

specific aim of protecting captive markets from competltlon

'by imports from the Far East and Amerlca( ) Thus in thls
post-war perlod of primarily 1mport-Substituting-industrial—,

lisation(z), foreign (predominantly British) and”domestic

capital were in a close alliance of interests to further
local production. But'this largely occurred‘in relation
to products protected by the 'natural barrlers' of trans-
port costs and product llfe (e.g. processed foods, some

construction materials, glass bottles, etc.)

By Independence in 1963, Kenya was relatlvely 1ndustr1allsed
compared to its nelghbours, and’ forelgn 1nvestment,
partlcularly that by Brltlsh flrms, was predominant, Thus
in 1967, for example, a census of Industrial Production

estimated that predominantly or totally forelgn-owned sub-

‘51d1ar1es accounted for 71% of value—added in large scale

manufacturlng. ‘The OECD estlmated that thls, almost

' 80% of all forelgn 1nvestment was Brltlsh-based and almost

(1)

(2)

(3)

half the remainder was of Amerlcan orlgln.( )

See N. Swainson, op. cit.

Although to some extent foreign and domestic capital invested’

in Kenya to serve the East African market, thus leading to -

some ‘'exports! to surrounding countrles most of whom were
also British colonies. - :

See the introductory chapter to R. Kaplinsky, 1978, op. cit .



Independence, following as it did a period of armed struggle
which was characterised by the settlers as being primarily
'primitive? and zenophobic(l), was followed by a deliberately
‘compliant® policy by the incoming independent state which
emphasized its desire for continuity in Kenya's relationf
ship to foreign capital.(z) The basis for this continued
relationship was defined by the Foreign Investment Protect-
ion Act of 1964 which gave comprehensive guarantees on
profit remission and against expropriation. Although this
'open door policy? was modified in later years by contrdéls
on emploYmént‘of foreign nationals (the 1967 Immigration
Act which established the Kenyanization of Personnel

Bureau and a system of work permits), and on foreign ex-
change dealings and local credit (the 1971 Exchange Control
‘Act) it has set the framework for a largely harmonious
relationship between national capital, the State and foreign

capital.(B)

(1) A description which subsequent studies have consistently
shown to be deliberately fabricated and innacurate. See,
for example, C. G. Rosberg and J. Nottingham, The Myth
of Mau Mau: Nationalism in Kenya (Nairobi, East African
Publlshlng House, 1966). oo e

(2) The consequences of ‘which have been admirably”aﬁalyséd~in
C. Leys, Underdevelopment in Kenya: The Political Economy
of Neo=Colonialism (London, Heinemann, 1975).

(3) .There is increasing dissension amongst academic observers.
with regard to the harmoniousness of this relationship.
Leys (!'Capital Accumulation, Class Formation and Dependency:
The Significance of the Kenyan Case'!', Socialist Register,
1978) has come to question his earller analy51s and has been
challenged by other observers amongst which is R. Kaplinsky,
'Capitalist Accumulation at the Perlphery° The Kenyan Case
Reexamined!', (Mlmeo, 1979). ‘ ‘

1



(1)

(2)

(3)

These policies set the scéﬁe for a decade of increased
import-substituting foreign investment, aided by tariff-
protectioﬂ against imports. Largely oligopolistic in
nature (that is, market-entry and oligopolistic 1:eac1:ion(l ))’,
the consequence has been a marked diversification of the

o (2) s
sources of foreign investmentg ) This decade was .

marked by a decline of foreign investment in the agricultural

‘sector, the breaking-up of settler estates into smallholdings,

and a consequent growth in agricultural productivity which
provided the impetus for a sustained growth in real per

capita incomes.

The oil crisis in 1973, coinciding as it did with a

significant decline in the growth of agricultural product-

ivity and the'filling-in' of the easy stages of import

substitution, brought this process to an end(3). Per
capita incomes (except during the short lived coffee boom

of 1976—7) have remained static, the balance of payments

See R. Eglin, !'The Oligopolistic Structure and Competitive
Character of Direct Foreign Investment in Kenya'!s Manufactur-
ing Sector!(in R. Kaplinsky, 1978, op. cit.) for a description
of the Kenyan case and F. T. Knickerbocker, Oligopolistic
Reaction and Multinational Enterprise, (Cambridge, Mass.,
Harvard University Press, 1973) for that at the global level.

See R. Kaplinsky, Ownership and Equity in Kenva, 1966-1976,
(Nairobi, NCCK, forthcoming), which estimates that the share
of British foreign investment stood at only 32.4% in 1976
compared to 47% in 1966. Other major changes were Germany
(up from 2.1% to 10.9%), Switzerland (down from 11.3%

to 3.9%), France (down from 11.9% to 3.9%) and Bermuda (up
from 4.1% to 18.5%). ' :

Ibid.
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has moved sharply into the red and the entry of foreign
capital in this recent period has slowed(l). Significantly
its character has changed so that increasingly consortiums

of foreign investment have invested in joint ventures with

parastatals, each member of the foreign consortium insuring

its returns in. various ways (e.g. machinery sales, manage-

ment fees, etc.)(z)

FOREIGN INVESTMENT IN KENYA

(1)

(2)

(3)

(4)

Only limited evidence exists on the extent of foreign
ownership of the'Kehyan economy. In agriculture mést of
the large settler estates (including some owned by
naturalised Kenyan citizens) has now been taken over by
indigenoﬁs Kenyans and much of this prime land has been
subdivided into small-holdings. Foreign.inQestment remains
in tea and coffee estates but here, too, there has been a
period of disinvestment in recent years.(3) Only pineapple

growing and processing<4) is still dominated by foreign

The net inflow of private‘long-term capital fell from £31.3m
in 1973 and £41.6m in 1974 to £15.3m in 1975, £23. lm in 1976
and £30.8m in 1977.

For example the new furfural plant being establlshed in
Eldoret.

Some foreign firms, foreseeing the decline of coffee prices

_after the 1975 Brazilian frost, sold their estates at in-
- flated prlces in 1977 and 1978 before the decllnlng global

coffee prices had worked their way through to farm-gate prices.

See R. Kaplihsky, Ekpbrted Oriented Growth: A Large Inter-
national Firm in a Small Developing Country, World Development,
forthcoming.




investment. In the service sector, (with the possible-
exception of tourism) foreign investment has lost its
dominance. Similarly foreign trading companies which
failed to move into manufacturing have also been taken over

by local capital.

It is in the manufacturing sector that foreign investment
maintains its dominant position. Moreover some detailed
data on foreign investment is now available. Small scale

manufacturing (i.e. those firms employing less than fifty

.workers, the definition adopted by the Kenya Central

Bureau of Statistics) remains largely unnumeratédand can

be broken down into three types of enterprises.

(i) Small scale, petty manufacturing, 'informal
sector! plants almost entirelyvowned by

indigenous citizens.

(ii) Larger scéle 'modern’ small indusfry (as in the

| various industriél estates dotféd through the
country) predominantly owned by ihdiéenous Kényans,
often materially aSsistéd by state finance and

extension services.

(1iii) Other'small'industries owned by non-indigenous
Kenyans (of European'oi Asian déscent) or by

Kenyan - resident foreign nationals.
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While little is known at a detailed, comprehensive level,

it can be assumed>that the third gfoup will increésingly be
taken over by indigenous Kenyans, particularly where such
enterprises are not protected by a mon0p61y over technology
or skills. At any rate, insofar, as the country of
residence defines the 'nationality! of investment (as is
usually the case), even this third category can be
considered as Kenya. ;As the level of géneralisation, there-

fore, it can be stated that small-industry is almost

entirely locally owned.

Foreign investment is;overwhelmingly‘conéentratedvin large
scale ménufacturing and here We-have éccess to a study
undertaken on the ownership of éll large séale manufacturing
and all tourist firms' (large and small) in 1966 and 1976.(1)
This allows for a detailed>examination of a sector of activity

where foreign investment is concentrated.

In table 1 below we can see the share of this foreign
investment and how it changed in the period between 1966

and 1976. _The 285 firms operating in 1966 and 421 firms

R. Kaplinsky, NCCK, forthcoming, op. cit.



Iable 1

Foreiagn ownership of a large sScale manufacturinag and of all

tourist firms, 1966=76

E 1966 1976
v Type of -
fizm . Totalk T oI ) Totalk T Of : —
Total forcign issued . Total toreign issued | Growth of Growth of
issued owned capital issued owned capital | total iszued| forviga owned:
capital issued foreign capital issuert foreign | cavital issucd capita:l
‘ KS : cagéjal owned KE caEétal otmned 1960 ; 1970 19¢6 % 1976
. {a} Bv_industry
| Food, beverages 14,876,072 7,250,526 48.7 | 45,863,454| 13,253,442 28.9 08 183
Textiles, lcather 2,150,727 1,223,597 56.9 14,849,560 8,393,968 $6.5 690 686
wood, furniture 435,660 S,COO 1.2 1,264,697 189,546 15 290 3,791
|, Paparg, priniing 528,486 5,291 1 8,104,734 3,279,144 40,5 1,534 61,976
Chemicals, rubber 2,628,955 7,698,132 89.2 19,121,916} 13,607,520 7l.2 222 177
| Pottery, glass 2,241,450 _ 1,126,352 50.3 | 2,337,C00 1,036,580 4t 4 104 o2
i " Basic metals 200,004 100,C03 33.3 2,100,000 571,72S 27.2 7C0 s72,
i Fabricated metal . V : ‘ ' o )
products 1,814,776 1,154,340 63.6 8,713,201 oy, 433,560 20.9 480 388
' Other manufacturing 103,770 73,614 70.9 443,008 143,45% 32.4 427 195
rotal manufacturing| 31,079,540 18,636,831 60" 44,914,116 (115,627,468 43.7 331 241
Large Tourist 785,190 13,181 1.7 7,709,327 2,017,287 26.2 982 15,3205
Small tourist 51,015 _NA NA 1,366,281 2 Q 2,678 “MA
: {n} Bv size of
} issueg canital 4
| (58) | ,
1-99 86 6 .9.1 11s 6 's.2 174 100
P 100-999 3,762 987 26.2 4,760 539 ii.B 127 1.3
1,000-9,999 240,460 30,325 12.6 307,650 27,980 9.1 128 92
j 10,000-42,999 1,690,013 481,869 28.5 2,258,508 387,032 17.1 134 BQ
! ' 30,000-199,999 5,000,120 - 2,629,740 $2.6 | 12,331,231 4,246,753 " 34.4 247 - 162
a 200,000-99%,999 10,330,875 . - 5,574,177 5.4 33,407,599 15,409,875 406.1 323 277
. Over 1,000,000 14,173,740 9,932,896 70.1 63,562,890 | 26,859,127 42.3 449 270
Total 31,439.046' 18,650,000 55.3 111,872,750 46,931,312 251.6

Source: Kenya Central Bureau of Statistics

42

3s55.8
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(2)

. followed, the data and the specific trends.
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operating in 1976(1) are in each case divided into two
different categories for analytical purposes - by sector

and by size of issued capital. While the share of foreign
investment in total equity varies over time and by sector
and size group, the most striking observation is that the
share of total equity aned by foreign capital declined from

50.3% in 1966 to 42% in 1976.

However this cannot be taken as evidence thafgfdreign invest-

ment has seen a dilution of its control in large scale

manufacturing and tourism. For when subject to more detailed

scrutiny(z),“it appears that

- a large proportion of this dilution wasvekplained
by a marked tendency of foreign firms to sell off a
minority of their holdings. Whereas 7.5% of foreign
inveétment in 1966 was in firms éontrolied more than
50% by Kenyan residents, this actualiy fell slightly

to 6.4% by 1976.

Which compriSes of almost 'all large scale manufacturing -

firms enumerated by The Central Bureau of Statistics and
all tourist firms listed by industry associations.

See R. Kaplinsky, 1979, op. cit. for a brief discussion of

these tendencies and R. Kaplinsky, forthcoming, NCCK,
op, cit. for a.more detailed discussion of the methodology
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-~ a large proportion of this local ownership was accounted
for by parastatals entering into joint ventures with

foreign capital (see below).

- an additional proportion of increased Kenyan ownership-was

accounted for by the growth of new, wholly Kenyan-owned firms.

- In fact, if only the 263 firms which operated both in
1966 and 1976 are considered, the proportion which
were majority foreign controlled aetually rose.from

'31.2% in 1966 to 35.4% in 1976

We might eonclude therefore by noting'that foreign investment
in Kenva is largely centered in large-scale manufacturing,
tourism and the service  sector (particﬁlarly the banking and
professional service). In these SectorsrfOIeign capital is
dominant and despite the growth of smalle;, indigenously-owned
fi:ms, there is little evidence that the dominant position of
fofeign inveetment was eroded in the first 13 years after

independence.

"As we have seen at an aggregate level the‘proportion of total

issued capital owned by forelgn re51dent companles and
1nd1v1duals fell from 60% in 1966 to 42% in 1976 Much of this
was accounted for by increased 1nvestment by parastatals in
joint ventures with forelgn firms, as is ev1dent from table 2
below. It is clear that durlngthls perlod parastals expanded
thein activities into ventures where foreign capital had a
minority stake at a much greater rate than in'tnose where

foreign capital held the majority of equity.(l)

Cleafly, however, the degree of ownership does not reflect that
of control. Thus for example in the mid 1970's when the average
rate to return in Kenya was between 12 and 25%, the rate of

return on state investments in joint ventures was only 5%.
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Table 2 Distribution of parastatal involvement by ownership

1966 1976
(£c00) g ($000) 3

Total parastatal involvement 3,688 100 83,722 100

Parastatal involvement

in companies with:

a) majority shareholding
by forelcn company 1,797 48.7 9,006 10.6

b) minority shareholding ‘ 31.5 : ’ 59.8
by foreign company 1,163 50,105

c) majority shareholding 14.0 2.6
by locally resident
Europeans 516 ) 2,176

d) minority shareholding by 4.7 : 4.4
locally resident
Europeans ‘ o , ‘ 173 3,651

e) majority shareholding by 3.9 - 7.6
locally resident Asians -, 143 . 6,331 :

f) minority shareholding by - S 2.7
locally resident Asians - - 2,290

g) majority shareholding by 0.1 C 2.6
Kenyan Africans 3 2,168

-h) minority shareholding by 0.1 . . 18.2
Kenyan Africans 4 15,263

Source: 'State Cépltéilsm‘ln Kenya', C. Leys‘w1th J; Borées; Ahhﬁal

Meeting: of the Canadian Political Science Association,

30 May - l June 1978,
IIX CHARACTERISTICS OF FOREIGN INVESTMENT - .

Before we pass on to the employmeﬁt characteristics of fdreign
investment in Kenya, it is desireable to describe its nature'in
relation to its sectoral and size distribution, the extent of
equity control it.exercises, its use of local loans and its

impact upon the balance of payments.
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(a) _Sectoral distribution

In table 3 below we can see how the proportion of foreign invest-
ment varied between different manufacturing sectors ahd tourism

in 1966 and 1976. Most'sirikingly it is evident that in the
earlier period fofeign invéstment was heavily concentrated in just
tﬁo sectors - food and beverages and chemicals and rubber.

‘While theéé two ééctoré mainfaiﬁed their prééﬁiﬁéﬁce”over the‘

" following decade, new‘foreign investment moved into fhe textilés

and leather, fabricated metal products and tourist sectors.

Table 3 Sectoral distribution of foreign investment in large
- scale manufacturing and tourism (%)

‘Year - ' o '
Sector 1966 | 1976
Food, beQerages - 38.9 - 28.2
Textiles, leather | | 6.6 17.9
Wood, furniture - ' .03 ' .4
Paper, printingv .‘ | | .03 7
Chemicals, rubbér ‘ A 41.3 29
Pottery, glasé R | L A  - 6.0 >1  2.2
Basic metals . IR i_.;S": | 1.2
Fabricated metal products' ' :J : 6.2 :’ . 9.5
bdfher manufacturing S | .4 _.. 1
iTotal manufacturihé'. ’;‘ ‘. 99,9 n ,“ v95.7
Tourisﬁ ‘ E . .lv . 4,3
Total. | | B | | | 100 | 100 -
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(b) Size distribution

In both time periods foreign investment has been concentrated
in larger firms, that is those with paid-up equity capital

ef more than $500,000. Had there been no inflow of new invest-
ments, we might have expected a drift towards the larger size
groupings reflecting both the absolute growth of firms and |
inflation. "The fact that the proportién of total foreign
investment in the §.5m - $2.5m group actually rose at the same
rate as.the‘lérgeSt size greuping (see'table 4) suggests the
inflow:of intermediate-sized investments probably of the
oligopolistic-reaction type”mentioned.inrseetidn I above.

R

Table 4 Dlstrlbutlon of forelgn investment in dlfferent 31zed
b "~ firms in large scale manufacturing and tourism (%)

Year 1966 1976
Size of issue ‘ ‘
capital (8)

1-250 ' ‘ negligible negligible
1 250-2,500 : ©.005 o001
2,500-25,000 ~ | 16, .06
25,000-125,000 | 2.6 | . .82
| 125, 000-500,000 14 | 9.1
%500,000-2,500,000 29.9 32.8
lover 2,500,000 o s33 | 5722

LTOtal S : ... 100 e 100.
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(c) .. Proportion of foreign ownership

Table 5(a) below breaks down total foreign equity by the

- proportion of eqﬁity cohtrolﬂhe}q by foreign investment in
individual firms. The results confirm our earliér observation
that the increased shafe of indigenous investment in total
equity is largely reflected by a tendency of foreign firms to
sell 6ff a minority of their holdings -~ while the proportion
of foreign equity in the wholly owned category (95%-100%)
Afell from 76.3% to 45.4% between 1966 and 1976, the proportion
iﬁ the majority-owned category (50-95%) rose correspondingly

from 16.2% to 48%.

Tabléh(a)Proportion of total foreign equity in firms considered
by degree of foreign ownershipin large scale '
manufacturing and tourism (%)

% share of 1966 1976
foreign : .
investment

o ‘o o o
f10-25 I .5 s
|25-50 e . 6.8 4.9
50-95 | | 1 1e.2 48
95-100 - 76.3 45.4
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(d) Local borrowing

Since the introduction of the Exchange Control Act in 1971

the Central Bank has consistently tried to limit the degree

of local borrowing from commercial banks by foreign investors.
In an attempt both to increase the inflow of foreign exchange
and to encourage the sale of equity of local shaﬁeholders,.the
extent of permissible local borrowing has been directly reiated
(at a policy level, as exemplified in the various Exchange
Control Circulars) to the share of equity held by foreign
investors(l). In reality, however, as can be seen from table

5(b), such policies have not been successful - regression

'analysis(z) in fact showed that the gearing ration of wholly

foreign owned firms (i.e. over 95%) were significantly

higher than average.

Two factors explain this divergence between (admirable) policies
and practice. Firstly in many cases exemptions were given to

specific firms which presented their case to the Central

. Bank, sometimes with the support of individual ministries.

Occasionally, and for limited periods,the extent of permissible
borrowing has also been varied by the sector, with foreign
exchange earning enterprises (e.g. tourism and export-
industries) being favoured. ‘

The full results are given in R. Kaplinsky, NCCK forthcoming,
op. ¢cit. ' ' *
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Table 5(b)Debt/Equity ratios of foreign investment

in large scale manufacturing and tourism

% share of

1foreign 1966 1976
investment

o ' . - . l42.2 2.6
0-10 1.7 2.1
10~25 ' .03 3.3
25-50 | S .3 146.5
50-95 R e R A | 1.2

195-100 . "_ 6.9 123
Average‘ ' .74.6 _ 34

And, secondly, when blocked from further access to comme;éial

bank loans, foreign firms have turned to parastatals (loans
from which were not subject to Central Bank controls) who

have lent extensively on request.

‘(e) Profitability, reinvestment and growth

Various‘studiés have confirmed the relative profitability
of foreign investment. Langdon(l)' compared the declared
profit of the subsidiaries of 29 import-substituting multi-

nationals in Kenya with that of their parent companies and

S. Lahgdon;‘Multinational Corporations in the Political

Economy of Kenva, D. Phil thesis, University of Sussex, 1975,
table C.12. - | |
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found that the average profitabilitj of these subsidiaries
(post-tax profit on capital employed) was substantially
higher than that of their parents). To some extent this
reflected the higher rate of profit in Kenya, but evén then,
the évidence suggests that the profitability of foreign sub-
sidiaries in Kenya consistently exceeded that of local companies
quoted on the Nairobi Stock Exchange.(l> Langdon found also
that foreign investors in Kenya tended to reinvest aklower
proportion of their profits than did their parent companies
(65% versus 44.2%(2)) as well as when compared to locally

' (3)(4) |

owned companies in Kenya.

(1) Authors calculation based on data from Central Bank and
annual report of the Nairobi Stock Exchange. ’

(2) passin

(3) The evidence available (see R. Kaplinsky, NCCK forthcoming,
op. cit.) is derived from data on capitalisation of revenue and
caplital reserves. _ - '

(4) This together with balance of payments constraints could
be regarded as a potential restraint to growth (and hence
employment) of MNEs operating in the country.
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IV EMPLOYMENT AND FOREIGN INVESTMENT

In looking at the employment implicatiens of foreign invest-
ment it is important to differentiate between direct and in-
direct employment creation -and (within'the direct-employment
group), betweenAemployment in core and peripheral activities.

Before we proceed to discuss these distinctions in a little

more detail, particularly'when comparing foreign to local

investment, it is as well to have some overall figures in

mind.

(a) DirectVemplpyment by foreign investment

(i) _An overall view

Fairly comprehenSiVe data eXists on total employment and wage

(1),

bills in 1ndustry, particularly in large scale enterprises

' However published data draws no-distinction between the

nationality of investor and it is therefore impossible on the
basis of this data tq estimate the employment generated by
foreién investment.‘ Using the data-base (described earlier)
which we have on ownership patterns in large scale industry
and all. tourism, it is possible to estimate the numbers
employed in different types of firms by 1ncorporat1ng '

published data from the Central Bureau of Statistics concern-

'ing the'broad'size grouping of each firm. These distinguish

As recorded in the annual Statistical Abstracts published
by the Central Bureau of Statistics. :
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four size categories, namely these firms employing between

50 and 99 employees
100 and 199 employees
200 and 499 "

Over 500 employees

In combining theéeifwo sets of data we make the assumption that
an aﬁerage, firmé in the first size-grouping employ 75 workers,
firms in the second grouping employ 150 workers, those in the
third grouping employ 350 workers and those in the very largest
size grouping empiéy(SCO workérs. Our estimate of average
employment in firms with varying degrees of foreign equity.

control, is given in table 7 below(J').

The data available on the size categories of employment by the
Central Bureau of Statistics is incomplete. On the basis of
the assumptions made above we obtain a figure for total employ-
ment of 47,125 which is only 52% of the figure for large scale
manufacturing firms (90,394) provided by the CBS (Statistical
Abstract 1978, table 79b). It is best therefore to view the
figures in table 7 as a sample in which we have no reason to
believe that thexre is systematic bias in ommission. The
figures on average employment are therefore probably broadly
correct. -Those on total employment need to be approximately
doubled. More detailed figures on employment by different
foreign ownership groupings in different sectors are given in
the table in the appendix.
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Table 7. Estimate of employment in firms with varying degrees
of foreign ownership, 1976 (large scale industry
and all tourism only).

% share of

foreign Total Employment(a) Average number of
ownership . employees per firm
0 | | 19,575 o 136
0-10 | | 1,575 | 175
10-25 | - 3,125 - . 446
2550 ' 4,550 - 325
50-95 ~ .9,100 - 379
95-100 | . 9,200 188
Total S 47,125 B | 191

(a) see footnote on p. 21,

It is evident from this table that the largest sized firms
(that is in terms of employment) are the joint ventures between
forelgn and domestic capltal - The forelgn owned sub51d1ar1es
(more than 95%) and the 1ocally owned firms (less than 10%
forelgn owned) tend to be. of smaller 51ze. Regre551ng( )
employment against the dlfferent forelgn ownershlp groupings
gave a total R of .18, with average employment in the 10 -25%,

25-50% and 50-95% foreign ownership groupings being significantly

(1) In both these regressions account was taken of the age of the firm.
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higher than in wholly locally owned firms (at the less than

1% level).

Interpretation of these results needs some care however since
this reasonably high R2 might be influenced by the type of
industrial activity involved. Ideally it would have been
desireable to regress employment against foreign ownership
groupin g and industfial activity (at a four digit level),

but the small size of the sample (254 firms), made this
impractical. Therefore the regression was run at the two
digit level, providing an R2 of .22. The greater share of
thie»(i.e..127) was accounted for by foreign ownership group
‘and moreover it is possible to see a causal relationship
between the degree of foreign ownership and sectoral activity.
We can eonclude with some confidenee fherefore that foreign
investment in joint ventures is more like;y to be in larger
firms (considered by employed) than either predominantly
locally or foreign owned firms, even where they»operate in

the same branch of induStryKl)

(ii) Choice of technology and products and their employment
effects.

The size of firms (in terms of the numbereof employees) may
bear.ne sysfeﬁatic.relationship to.the labour-intensify of
prpdﬁctioﬁ technology utilised. But concern with the

"employment proelem" inevitably raises fhe question of the

nature of technology chosen.

(1) But since we are working only at the 2 digit level, this does
not necessarily mean that they produce the same products: The
importance of this distinction can be seen from the ensulng
"discussion on product choice and choice of technique (pp. 23-30).
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Various studies on the choice of technology in Kenyan
industry have concluded that ioreign owned subsidiaries tend
generally to be more capital-intensive than their locally-
owned counterparts. For example the ILO Report on Kenya (1)
estimated that depre01atlon per Worker (one proxy for capltal
1nten31ty) was £80 in forelgn subSLdlarles in 1971 and only
£60 in locally-owned firms; with gross product per worker
being £720 and &590‘respectively. - However, the Report noted also

that comparisons of aggregates are potentially misleading and

‘suggested that in sectors where both local and foreign firms'

co-exist, foreign enterprises may be less investment-intensive
than locally-owned counterparts. (2)
(3)

Langdon comes to similar conclusions, drawing particularly

‘pointed observations on the shoe :and the soap industries.

In the latter industry the capital employed per worker wa.s
#5853 in the MNC‘subsidiaries compared with $4848 in the
mechanised local firms and #3550 in the non—mechaniséd local

firms.

However there is some suggestion that the higher capital
intensity of foreign-owned subsidiaries is a reflection of

the sectors in which they predominate. If comparison is made

(1) Employment, Incomes and Equality: A Strategy for Increasing
Productive Employment in Kenva (Geneva, 110, 1972).

Technical Paper 16, 'Foreign 1nvestment in Industry

(2) Employment, Incomes and Equality: A Strategy for Increasing
Productive FEmployment in Kenys (Geneva, 1LO, 1972), op. cit,

PP. 447 and £449.
(3) See S. Langdon, 1975, op. cit.
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between local firms and foreign subsidiaries in the same
branch of industry. So some observers have concluded that
foreign-owned subsidiaries make use of more labour—intensive
techniques. This conclusion is drawn independently by both

the ILO Report(l) and Pack(2) who concludes:

"Perhaps surprisingly, in view of the
conventional wisdom that foreign owned
firms (or those employing western trained
technicians) will duplicate western
methods, it was typically a subsidiary

of a foreign firm which carried out
labour-intensive adaptations and was
more willing to use older equipment."

Two sets of explanations have been adduced to explain this
phenomenon. The first,an& more tentative,is that of the

ILO Report(s) which offered the hypothesis that foreign firms
generated better supervisory skills which enabled them to
use labour—iﬁtensive, man-paced techniques. Pack offers av
different explanation. He distinguishes between managers with
a technical tiaining who will be awsre of the range of
alternative>techniques, particularly in peripheral sub-
processes (such as handllng and packaglng),and managers who
have graduated' from tradlng act1v1t1es and who rely on
consultants or machlnery suppllers to specify their tech-

nology. The technlcally trained managers, suggests Pack,

(1) Passim.

(2) H.. Pack, 'The substitution of labour for capital in Kenyan
manufacturlng  Economic¢ Journal Vol. 82, March 1976. See.
also H. Pack 'Employment and Productivity in Kenyan
Manufacturing,'! East Afrlcan Bconomlc Rev1ew, Vol. 4, no. 2,

(3) ibid;, Technical Paper 16.
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are predominantly employed by foreign subsidiaries - where
they existed in locally-owned firms he visited, they made

greater use of labour-intensive alternatives than their un-

trained counterparts.

But the data on which these two studies are based are not
strong enough to allow determinate conclusions-to be‘drawn.
Indeed one may equally be drawn to an opposite-conclusioﬁ.

For example, in his comprehensive study of foreign owned
subsidiaries, Langdon(l) repeatedly observed that MNC_
managers>were induced into inappropriate capital iﬁtensify

by head;office policies centralising'machihery ?urchases and
choices, maximisiﬁg intra-firm machinery séles and épecifying
particular '‘quality! standardé which often bore Qniy a tenuous
relationship to the needs of consumers in the context of an

underdeveloped economy.(z)

Nevertheless despite this divergence of view, at an overall

level the various studies are unanimous in concluding that

~foreign-owned subsidiaries are more capital-intensive than

theif'1océlly;owned‘Counterparfs and that this is largely

explained by the Sector of their operation.

S; Langdon, 1975, op. cit.

For example the use of foil strip packaging of tablets entailed
the use of more capital intensive machinery than that of paper-
based wrappers, without providing any improvement in product
quality.
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Langdon in his various studies goes a step further in the
explanation of these phenomena and in illuminating the |
restricted impact of foreign investment on the creation of
jobs. He begins by pointing to the very strong links
between product choice and choice of production technology)
prov1d1ng numerous examples from the various industries he
visited. Drawing on Stewart( ) and Lancaster's( ) work he
distinguishes between hlgh-lncome and low-lncome products
and notes that in general high-lncome products nece551tate
the use of capltal-lnten51ve technlques. Thus, to the extent
that foreign-owned sub31d1ar1es rely on thelr parents'
portfollo of high-income goods (whlch he shows to be over-
whelmlngly the case), they are forced to utlllse capltal-
intensive technlques. Tenden01es of such sub31d1ar1es to
use more labour-intensive techniques than thelr locally—
owned counterparts making similar products are swamped by
the overall nature of the product choice and consequent

sectoral activity of foreign-owned subsidiaries.

A highly significant part of this tendency to produce

F. Stewart Technol gy and Underdevelogment (London, Macmlllan,
1977)% :

K. J. Lancaster, 'A new approach to consumer
theory, Journal of Po 1t1cal Economy, VOl. LXXXIV, Aprll
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high-income products with capital-intensive techniques is

the sysrematic attempt which foreign-owned subsidiaries make
to influence consumer taste preferences towards the ch01ce

of such products. Langdon offers some limited evidence to
support this argument, but since then a comprehensive listing
of all advertising expenditure in various media has become-
available.(l) Analysis of this‘data shOws»thar of the

100 mosr advertised products in 1976, only 14 were produced
by majority locally-owned firms, and some of these were
manufactured under licence from foreign firms(2 ). o

Before exfendlng thls dlscu551on to the 1nd1rect employment

1mpacf-df forelgn investment it is 1mportant to note that

Kenya Media Advertising Review, 1976 (Nairobi, Corcoran and
Tyrrell, 1978). - ' ' o

Moreover of the top ten most advertised products, all were
produced by foreign owned subsidiaries and six were produced
by the Unilever subsidiary. Of these six, three were
dlfferentlated forms of the same product (i.e. cooking fat)
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this tendency of fofeign fowned subsidiaries to produce high
income products>with capital-intensive techniques is having

an important impact on locally-owned industry. In his study
on the soap industry Langdon found that the locally-owned
firms were Being forced into réplicating the products and
production feChniques of the foreign owned subsidiaries. . In
another sector, breakfast foods, the emerging maikef for high-
income products (actively reinforced by advertising) has led

two local firms to produce under licence products which entail

the choice of imported capital-intensive techniques. Thus
while an equivalent‘expenditure on machinery to manufacture
traditional breakfast foods would provide 600 jobs producing
a domestic value added of %3.6m,‘a production of high income
breakfast cereals created only 15 jobs with a domestic value
added of only $3%25,000. (1) It must be noted, however, that
the degree df capital intensity of production is not the only
determinant of the total direct employment effect. Another
important factor is the growth rate of production.  As we do
not dispose of such data by ownership of enterprises, our
analysis of the direct employment implication of multinational
enterprises remainS»bj necessity a partial one. We have under-
takeh‘an estimate of‘fhe share of employment in multinagtional
enterprises based on minimum and maximum assumptions regarding
their presence in different size groups of enterprises (See
table in Appendix). From these calculations it can be estimated
that the share of multinational enterprises in total manufac-
turing employment is in the nature of 30-35% (1976), which is
TT) ®. Kaplinsky, Inappropriate Products and Techniques in UDC's:

The Case_of Breakfast Foods in Kenya, Review of African =
Political Economy No. 14, forthcoming.
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certainly an important volume. The data base is too

insecure to allow the. oalculatlon of the varigtion of this

share over time.

(b) Indirect employment effects of foreign investment

In fully assessing the indirect employment effect of forelgn
investment 1t would be necessary to address ‘a very broad

range of issues. The dats required to make’suoh reasoned

assessments is however not'available. For example,lf it

were true (and this 1s merely an assertlon) that the presence of
foreign 1nvestment contrlbuted to 1ncre381ng the growth

rate of the economy, then it may, (dependlng upon the sector,
the products demanded ang the technlques utlllsed) meke a

substantial contrlbutlon to the indirect generation of jobs

‘ln other sectors.

Because of the non—avallablllty of such data and prior

analyses te dlscuss1on of 1nd1rect Job creatlon is confined
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to an estimation of the backward and forward linkages
generated by foreign-owned subsidiaries. To begin with the
information at hand, only two published studies(l) have
addressed themselves specifically to the linkages generated

by foreign owned subsidiaries.

Forward linkages are difficult to assess under the best of
circumstances. But as most foreign (and also, but to a

lesser extent, domestic) investment has been in import sub-
stitution of final consumer products, the forward linkages

generated by foreign owned subsidiaries have been limited.

Since the rationale éf an import substituting industrialisation
policy is that it genergtes further indﬁstriaiisation through
backward 1inkéges, it is here that the real indifect employ-
ment creating characteristics of foreign investment must be

judged. Both the studies mentioned earlier found rather limited

(1) The major one being Langdon's study. But see also R. Kaplinsky,
tTechnical Change and the Multinational Corporation: Some
British Multinationals in Kenya', in R. Kaplinsky, 1978,

op. cit.
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evidence of backward linkages. In his sample
of import substituting firms Langdon found that
| 97.9 per cent imported more than 70 per cent of their

machinery

79.2 per cent imported»mofé than 95 per cent of their

machinery

68.8 vper cent imported more than 70 per cent of

their raw materials
He concludes that these'are'small backward linkages into
the capital goods sector. (1)
This evidence in itself is not sufficient to allow for a
Judgement that foreign-owned subsidiaries tend to generate

fewer backward linkages (and hence jobs) than only locally

operating firms. However, this seems the case for two

(1) S. Iangdon, 1975, op. cit., p. 213
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reasons. Firstly, ona griori.grounds, and on the basis

of relevant general studies on multinational enterprlses(l)

we ‘can assume that multlnatlonal firms whlch optlmlse at the

global level do so in large nart through 1ntra-r1rn trade. Hence

the subsidiaries of forelgn ovmed firms in Kenya are likely

to purchase” 168§ inputs “from domeetlc flrms than do thelr locally—

owned counterparts. Secondly there 1$en$erprlser

level data to support such a conclusion. For example both
Kaplinsky and Langdon found firms in the pharmaceutical and
food processing industry importing suger rather than using
locally produce sugar, and the pineapple—canning subsidiary
even purchased its labels from the parent firm‘rather_than
from the Kenyan suppliers used by their locally owned counter-

parts.(z)

Once again, as Wlth the dlscu551on on the choice of tech-

nology, it is possible to relate the 1nput purchase of forelgn—“

owned subsidiarles to the nature of'the_products

they produced.
Thus the subsidiaries imported sugar because the locally~-
produced sugar was not quite as highly refined as the imported
equlvalent and therefore slightly discoloured the final

products; cosmetlc firms imported bottles rather than using

local glass containers, because of a desire to replicate

(1) Evidence that such a process occurs in widespread,See for

example C. Vaitsos, "Power, Knowledge and Development Policy;
Relejrgngngetween Transnational Enterprises .and Developing

Tountries™ , in G.XK. Helleiner, A World Divided; The Less

Developed Countrles in the International Economy, Cambridge Univ.
Press, 1976.

(2) R. Kaplinsky, World Development, op. cit., forthcoming.
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the product differentiating patternsvof their parent firms;

and so on. (1)

Associated with the link between product specificity and

choice of technology is Langdon's observation’that where linkages
were stimulated, they were invariasbly with sﬁbsidiaries

of other ereign firms which were able to produce inputs of

sufficient specification to satisfy the users. This has

1ed to & chain-effect when the final product attractiveness

to higher—income consumers neeessitates the use of capital
intensive productionﬂtechniquestas well as specific'inputs
which themselves fequire the use of capital intensive
techniques. For the most, 'links' of this 'chain' incidental
evidence sﬁggests‘that‘thesebtendencies_are more marked in

foreign-owned firms than local ones.

While it is therefore‘impossible to quantify the indirect
employment effects of foreign investment, it iS'possible-to.
judge that these tend to be more limited,lin general, than
those of locally-owned firms, (2)_and where they occurred,

to require the use of more capital'intensive'produetion tech-
niques. It ean also be conlcuded that there is potential

for greeter indirect employment_effects_ofimultinational
enterprises through modificetien'of preduct specifications so

as to allow for increased_purchase of local inputs.

(1) ILangdon found that in aggregate the foreign owned soap
firms imported 75-90% of their raw materisgl inputs while the
local firms only imported between 40~50%.

(2) The available data do not allow for a numericdl assessment
of this difference. Also relevant for the total indirect em-
ployment effect are the respective rates of growth in domestic
and foreign enterprises (as in the case of the direct employ--
ment effect) for which we have no data. ’
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(¢) Employment conditions in foreign-owned subsidiaries

Concern with relative wage rates has many dimensions. On the
one hand there are those who argue that wage rates should be
related to the profit rates in particular enterprises and
consequently it is appropriate that profitable foreign-owned
subgidiaries should pay higher wages. Other sources (as for
example the ILO Report on Kenya) contain negative indications
for enclazve situationspossibly created by multinational enter-

(1)

prises for the goals of national incomes and employment policies.
It is frequently asserted both in regard to Kenya and other
developing countries that real wages in the formal sector exceed
earnings in the informal sector and in agriculture. (2) Amongst
thg reasons given to explain this divergence is the capital-
inténsity of the formal sector (where wages are a relatively

small share of unit prices), the market power of such

(1) Although Pack (1972) argued that in the enterprises he visited
such events would only occur with wage rates 2 to 3 times
greater than those which ruled.

(2) But note that by one estimate the cost of living in Kenyan
urban areas was about 60 per cent higher than that in rural
areas. See M,F. Scott, J.D. MacArthur and D.M.G. Newberry,
Project Appraisal in Practice, (London, Heinemann, 1976), p. 174.
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enterprises (which allows them to pass on increased costs to

the consumers), their higher rates of ?fdfitability (which make
higher wages possible)and trade union influénée. Insofar as
the earller discussion p01nted to the greater canltal 1nten31ty
.0f -foreign owned sub81d1ar1es, their market nower and tbelrﬂ;

greater profltablllty it mlght be exnected'such patterns do

occur ‘with respectlve to relative wages.

' The evidence which is available appears to corroborate
th1s conclu51on. Langdon( ) repeatedly found that Kenyan
executlves were given salarles based upon the global intra-
corporatlon salary scales, rather than on Kenyan per caplta
incomes. He also found that wages were hlgher in forelgn-
owned soap sub51d1ar1es than in thelr locally—owned counter-

parts (73 per month versus $36 per month, in 1972)

In a study of wages levels of different types.of workers;
Henley and - House( ) attempted to explaln differences in
earnlngs between dlfferent types of enterprlses on the basis -
';1 of thelr 51ze (number of employees), thelr 'ablllty to pay'
(through the proxy measurée of their product1v1ty of labour),
- their market powexr (as reflected in the three plant employ-

mert concentration index), their location (either of the two

(1) s. Langdon; 1975; op. cit. and S. Langdon, Review, op, cit.

(2) J. S. Henley and W. J. House, The Changing Fortunes of an
©  Aristocracy Determinants of Wages and Conditions of Employ-
ment in Kenya, World Development Vol. 6, No. l, 1978.
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main cities) and their foreign ownership (the criterion
for which is not clear). Their conclusions, which are
summarised for foreign ownership in table 9, are thatn

location and foreign-ownership (in that order) were the

major determinants of wage levels.

Table 9 Wages levels in various grades of work in-foreign
owned subsidiaries .and locallv=owned firms.

Type of job Average monthly Wage premium in Level of
wage for total  subsidiaries (g) Statistical
sample’ (£) : significance
dnskilled  25.6 | 5.5 *
semi-skilled  31.8 , 8.8 *
junior-clerks 27.2 , 8.2 *
copy-typists 38.3 ‘ 3.14 NS

* significant at 1% level
%% " " 5% M

NS not significant
Source: Henley and House, op. cit.

Evidence of'nOn—Wagé’incomes-énd'of relationships to trade -

unions is more fragmentéry. One study(l) of four firms,

J. S. Henley, Pluralism, Underdevelopment and Trade Union
Power: Evidence from Kenya, British Journal of Industrial
Relations, Vol. 16, no. 2 (1978). : :
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two of which were locailyeowned, the third ﬁas a subsidiary
of a British firm and the fourth was an American subsidiary,
found that while wages in the subsidiaries were higher than
in the local firms, their ratio of maﬁimum to minimum wages

was higher, and unlike the local firms, they did not provide

free housing or held negative attitudes towards trade union

iéffeititudesdtom,

SEgéﬁiSéfiéh?_{%%mMEEEiébrfSCfibéémﬁérticu
ﬁﬁiEhéf%éf%Eéifmfaréigﬁ”6Wﬁéfshiﬁwehd parent policies
towards labour. |

Thus some evidence exists to suggest that

foreign-owhed subsidiariesspay higher wages than their
local counterparts; But, aside ffom'Henley's conclusions

on the four firms he‘described; it isvnof cleai whether such
behaviour is explained by their !'foreignness?, or their
sector of-ecohomic activity; a variable notjconsidered in

the statistical analysis undertakeh by Henley and House.

It is still an open question whether locally-owned and foreign-

owned firms producing the same commodities have differential

wage-rates.

Even if this conclusion could be generalised it would not
imply that foreign owned firms would have lower wage rates-
for W. J. House and H. Rempel (!'The impect of unionization
on negotiated wages in the manufacturing sector in Kenya',
Oxford Bulletin of Economics and Statistics, May 1976)
found no significant relationship between unionisation and
wages.
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V. EMPLOYMENT EFFECTS OF FOREIGN INVESTMENT

To summarise the main lines of argument so far.. Prior to

the last war, foreign investment predominated in commodity
production, moving to limited import substitution in the
pre—independence period. Post.independence until 1973 the sources
.of foreign investment were diversified, and im@ort-substituting
industrialisation was extended. But after 1973, lower economic
growth rates and more limited investment opportunities lowered

the rate of growth of foreign investment which increasingly took

the form of Jjoint ventures with parastatals.

By 1976 the proportion of 1o¢ai ownership had grown predominately
through parastafal iﬁvestments and new, small‘indigenously

owned firmé. Locaivcapitalyhas squeezed-out foreign capital in
most of,agricultuie, trading, services and small-scaie industry.
Foreign ownership and'control of the major iﬁdustrial_investments

barely diminished.

FocuSsing specifically on the employment effects of multinational
enterprises it is possible to note that at an overall level

foreign owned subéidiaiies“use moré capital intensive technology

and that this is directly related to their production of high

income consumer goods andvaffecﬁs their emploYmént level. Other
féb%S?éfHE%Efﬁiﬁiﬂé"%hé‘diféé¥'émpibymeh%'inﬁﬁtfdf"muifiﬁafibﬁal
enterprises are their share in total production and their rates

of growth. Not all these factors could be fully evaluated in the
present study. According to our admittedly rough model calculations,
the share of multinational enterprises in total industrial employ-

ment is about 30-35% (1976) as already mentioned. The.derived

market power, associated with higher profitability
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(3)

(4)

and smaller unit labour costs apparently allows them to pay

higher wages than their locally owned counterparts.

The described 'chain link' effect (1) through consumption
patterns and through the various rounds of backward linkages

have an overall dampening effect on 1nd1rect employment creatlon

Dy multlnational enterprlses, although 1t 1s dlfflcult to place
| (2)

any numbers on these 1nd1rect employment impacts ‘and there
are other factors, in particular the growth rate, which in the

final analysis w0uld also need to be taken into account.

Hav1ng assessed the nature of past and present domlnance by .
foreign 1nvestment in large scale manufacturlng and its

1mp11cat10ns for employment,we are 1nev1tably drawn to the future.

{SoMe opservers, notably_Leys(3% argue that as local Capital .

" has supplanted foreign capital in the agricultural sector in

the past, a similar tendencymay occur with respect to
| , X . .
large scale manufacturing. Others(4- point to the overwhelming

technologlcal and market power of multlnatlonal enterprlse

’ and argue that although some Kenyan 1ndustr1allsts and the

state may w1sh to supplant forelgn capltal the room for such
trends in the large scale manufacturlng is (unllke in

agriculture) limited.

That is through the links between product spec1f1catlons
and technical choice. ‘

_However numbers have been generated for the direct employ-
ment impact (Table 7), broken down further by sector in
appendix 1.

C. Leys, 1978, op. cit.

R. Kaplinsky, fCapitalist Accumulation ..., O 1'Cit.)
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Appendix - An estimate of direct employment creation in
different sectors of large scale manufacturing
by foreign investment (1976)

An estimate can be made of aggregate employment in different
sectors by different foreign ownership groupings, the results
of which'are given in the table below. The'déta base for

these estimates, as mentioned on‘p.20 ’ is derived from

combining information of ownership in large scale industry

with the firm size groupings as published by The Cen'tral

Bureau of Stétisfics;(&)

In combining this data and estimating total direct employment
we have had to make ;wo.asSumptions._ The first concerns the
average employment in the four different employment categories

listed by The Central Bureau of Statistics, notably that

" average employment in

Category C is 75

Category D is 150
Category E is 350

Category F is 800

Secondly we assume that there i§ no systematic bias of
ommission between our sample of firms ‘and that used by the
Central Bureau of Statistics in calculating aggregate employ-

ment(z).‘=Here\we are puzzled by.the fact that the total

See Directory of Manufacturing EstabliShments 1974'and 1976,
(Nairobi, Central Bureau of Statistics).

Statistical Abstract 1976, (Nairobi, Central Bureau of
Statistics, 1977).

]
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employment figures given in the Statistical Abstract are so

- much higher than our own calculation despite the fact that we have

used the CBS's own listing of 1argé firms and employment size

groupings.

In the accompanying table, therefore, we estimate total employment

by sector and foreign ownership grouping by grossing up all of our
calculations by a  raising factor of 1.918 (that is  90,394)

Estimate of total emplovment in larage scale manufacturing by sector and foreign ovmership groupings (1976)

Foreign oﬁnership H . . . B .
grouping | ' 0 1-10 - |. 10-25 25-50 50-95 . 95-100 Total
Sector (%) ‘ : o ;
» - 1sIC
Food, beverages 31 . 10,501 1,391 3,213 288 4,795 4,747. 24,924
Textiles, leather 32 7,049 | 815 | 1,534 | 1,822 | 7,384 | . 3,213 | 21,817
Wood, furniture *~ - 33 6,713 .0 o - -0 .0 719 7,432
‘Paper, printing . 34 | 3,032 | . o} o .o 1,534 432 5,898
Chemicals, rubber = . 35 1,439 |- . 671 . 288 1,103 | 1,247 5,610 - | 10,357
Pottery, glass 36 2,014 144 | 288 1,534 2,206 S0 | e,86
Basic metals 37 575 o ol o o 575 "'1.151
Fabricated metal C .
products 38 4,747 [o} 350 _3,836 ' 288 2,350 11,892
Other manufacturing E s7s | o o | 14 E S 719
Total 37,545 | 3,021 | 5,994 ‘ 8,727 17,454 17,646 90,386






