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Abstract

This paper examines the globalization phenomenoichwhas become the real approach for the intennatio
economy in the Zlcentury. This is evident from the fact that nasittave become more interdependent through
the flow of goods, services, and financial capstate the 1 970s through the 1980s and presertily.gfowing
importance of industrialization has made the iratign into the global economy virtually synonymowih
development for a number of nations, Kenya amoramthThe nature of globalization is in tandem with
economic impact of multinational corporations oe tenyan Economy This study investigates the oble
Multinational Corporations through linkages and #mancement of technology in fast tracking a<rhe
border transactions. The paper arguably runs thrahg some of the side effects that are entrendhed
globalization in many countries: inequality, poyerxploitation, sidelining local industries amoaifpers. This
study submits effects within the context of thetestand its role in the process of globalizationhwatrticular
focus on the Kenyan state and its intersection néitional and international policies of economigaelepment.
These effects to the home countries of MNCs arenaftore difficult to identify, for various reasom$owever,
earlier studies suggest that the effects are glygmasitive, but the increasing international diein of labor
within multinationals complicates the analysis. Tihgact on the home country is likely to dependvdrat
activities these firms concentrate at home. Inctimion the paper recommends how the Kenyan Economy
could lead a more focused development devoid dfidor intervention through the MNCs in its Economic
development.
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Introduction

The globalization debate has been an ongoing psagsnning from political, social to technologiedlich is
part of connectivity of people around the worldd€2002). Globalization is when the units of iatgion were
primarily used following the industrial revoluticend innovations in transportation and communicatibime
units of international interaction became multioaéil corporations who were finding materials, lab@nd as
clients in countries outside their own. FriedmadQ®). Multinational corporations which key playansthe
globalized village create a convergence phenomérorountries across the world. This however dagsmean
MNCs have brought homogeneity in the globe, rathieersity brought together by countries contactaagh
other. Globalization can be of two types: Firstcém globalization, this is initiated by one of fBretton Wood
twins, the International Monetary Fund (IMF) anccadly participative globalization which occur thgh
MNCs which have been integrated into the world eooyn However, the role of participative globalipati
makes MNCs contribution to the process of growtld atevelopment in the less developed countries
controversial in nature and character (Baradwajdssin (2005)).

Objective of the Study

The objective of this study is to determine the actpof MNCs towards the development of the Kenyan
economy.

Resear ch M ethodology

Area of study

This research focuses on the globalization phenomemd the development of multinational corporatiam
Kenya. The study covers Kenya as the universe efthdy. Kenya was chosen as a suitable area ednds
because of its strategic position in East, Cemtnal Africa at large. Kenya is a destination of @asi investment
opportunities by many countries and the world agda
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Resear ch Design and Data Collection
This is a desk research which derives heavily fppevious research studies. The study adopts déserip
research design suitable for document analysislatalthat has been used in this study.

Data Analysis, Interpretation and Presentation
Descriptive statistics have been used in data aisadnd presentation. This methodology is suitédle
document analysis. Secondary data presentatiomaiiresented appropriately in this study.

Literature Review

According to Giddeon (1990) globalization can béirasl as the intensification of world wide socialations
which link distant localities in such a way thatéb happenings are shaped by events occurring ey and
vice-versa.

Globalization is of two types: first formed glolmdtion initiated by the International Monetary Fuenad the
second one is participative globalization whichuwecthrough multinational corporations (MNCs) whichve
played pivotal role globally by integrating the \Wwbeconomy hence making their role in the less kpesz
countries controversial in nature (Igbal, 2005)

The globalization concept is a phenomenon larggbeptional but critical to countries across the ldiawith
profound changes in the International Arena bysfaming the world into a global village. It haspéd a very
important role in increasing economic growth andu@ng object poverty in the developing world. Rynents
of this concept have further argued that it hastteetter products, lower costs, created job dppities and
empowered majority people economically (Erunke,201

Many aspects fit into the globalization procesgymag from political, social and technological whifdrm part
of connectivity of people around the world. Devetegnt that have taken place since the industriadlution
and innovation in transport and communication tmésuof international interaction became multinatib
corporations who finding materials, labour andrtiéeoutside their own (Friedman, 2005).

Multinational enterprises stand the centre of FpreDirect Investments (FDI), characterized by Idegn
developments sectoral and regional distributiomduted; knowledge and technology transfer seen9¢ 8f
payments for royalties and license fees which flistween foreign affiliates and their parent comearand
MNEs international trade through the large andeasing intra firm trade and the role of MNEs indraof
intermediate goods (Kieinert, 2001)

Multinational corporations have been protagoni$tthe globalization process even though this hamdstrong
criticisms from the third world, Kenya included,aththere is undue penetration of westernization and
propagation of high level dependence of the lesgldped countries on the western ones. (Fuggle ;19@mke,
2009)

Theoretical Framework

Spread of market mstitution
Spread of MNCs

ICT

Rivalry of MNCs

Fy

%
Process of Globalization

Y
Institutions of Governance
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This paper develops a theoretical framework adopte@haradwaj and Delwar (2001) on factors pertirten
catalyzing the process of globalization as a wagledining change in the rules and regulations ith lsmmestic
and global contexts. The factors include; finanognness, trade liberalization, privatizationesscto ICT and
civil society organizations (CSOs), all entrencired the globalization process.

Financial Openness - Capital formation and movement across borders usezh by financial reforms. This is
rampant in the current world. Financial instrumeiisluding bonds, mutual funds and derivatives have
immensely contributed to globalization. This is argj characterized by exchange rate reform throzighency
convertibility, devaluation and price reforms whiare major to financial openness.

Trade Liberalization - Unrestricted international trade maximizes totatldiincome through the maximum use
of available resources and technology. This coutidim of efficient use of global resources by amymtry
contributes to gains from trade. The resource »édaand tariffs which opens up to opening up otmml
markets created liberalization phenomenon.

Privatization - The production of goods and services by individwald organizations which are not part of
government bureaucracy enhancing capitalistic eggirdo business transactions leads to the develdpaoie
private entrepreneurship. This is in culminatioreobnomic change.

Democratization - The existence and practice of globalization promaeowth which in turn promotes a
democratic process characterized by promotion @ft@eeconomic development and the entrenching of a
multiparty approach in governance

Information Communication Technology (ICT) - Information Communication Technology (ICT) is thaim
engine of economic growth for developed countridggough its main components: computing, commuriceti
and internet related communication. The outcomthisfis the existence of virtual states, e-govetraand e-
commerce.

Sustainable development - Multinational corporations play a great role in dimpment. Development is

visible, through environmental balance, social acdnomic priorities and activities. This is implemed

through government, industry and academic involuvgme

Conceptual Framework

Development

Cermacracy

Host Countries

Globalization

Source: Own Conceptualization

Globalization has undergone several stages andftranation. The spread of ICT has increased cafiabibf
networking across the world. Most importantly nmadtiional corporations have been the greatest anthibf
globalization which touch on many aspects of theietp ranging from economic, environmental, academi
cultural, security among others. Worth noting is tjiobalization of trade and investment which iefloes
wealth creation globally. This not only determinimgpvernment policy but also creates interdependence
mutually between multinational corporations andtlwosintries.

Discussions and Results

The deepening of world wide economic integratios Hapended increasingly on rising Foreign Develogme
Investment (FDI) flows, especially in the last tdlecades or so. Up to the mid-nineteen eightiegidortrade
was the most dynamic channel of economic integnatitxports grew much stronger than Foreign Develtm
Investment in the 1950s, 60s and 70s. In the 19BBspattern changed. 16.3% of Foreign Development
Investment growth exceeded the 6.2% export groveth ygar by far (Hillebrandt and Welfens 1998). The
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increasing integration through stronger growttraalé relative to production and the impressive ofSEDI after
1985 is documented.World real industrial productias risen by 60% over this 24 years period.

Parallel increase could be a first hint to the dwnt role of MNCs in the international transferkobwledge
and technology.The regional distribution of royadtiand license fees payments is more strongly ddednby
developed countries than the regional structurénefird FDI stocks. Given the advantage of MNCsha t
production of technology intensive goods and tteger capacity to develop and absorb new techiedog

A large share of all payments for the use of impartechnology comes from developed countries. Radjio
concentration is even stronger on the receipts cideyalties and license fees. The U.S. aloneivedeabout
58% of all royalties and license fees in the 199@pan, the U.K., Germany and France 10%, 9%, 6¥41%f
respectively. These large players hold strong jpositin payments as well as in receipts of royaléad license
fees. According to UNCTAD data, international tfensof technology takes place almost without depig
countries. Developed countries account for 98,3%albfreceipts and 88.3% of all payments. Among the
developing countries, South Korea holds the highkates, with one third of the payments and ottle f the
receipts within the developing countries group.

Trade has been the most important channel of ttegration of the world economy. It has been onlyyve
recently, that the strong rise in FDI challenges ttble of trade in goods and services as the nmoysbritant
aspect of globalization. Since the end of World Wiarinternational trade has pushed world economic
integration. Its growth rates have exceeded praglucgrowth rates by far, pointing to a deepening of
integration.Merchandise exports have almost triglechominal terms since 1980. Trade takes placetlynos
among developed countries. Their merchandise exghante have remained relatively stable at aboutthvd
over the last two decades. The emergence of th@nfesiporting countries has not changed this dormmanf
the developed countries. Trade in services hasmyaWwit faster than trade in goods. Its share tal toade has
risen marginally to about 20% (WTO various issues)1999. A large share of trade especially between
developed countries takes place within the samasiing (Grubel and Lloyd 1971). These high intraisty
trade (IIT) shares are mainly explained by imperésenpetition.

Globalization, Development and MNCsin Kenya

Globalization process in Africa started way londobe independence. However in 1980s each Africamty
had its own issues to tackle. From dictatorshipnnegn Uganda, Congo, Kenya and Nigeria to Afrioaialism

in Tanzania, misguided policies in Ivory Coast. 3&éactors prompted these countries to seek fold\Bank
and IMF’s help. Their liberation opened up capftabrs by adopting the two institutions conditiotisough
structure adjustment. Both the IMF market fund ratoh and World Bank’s Washington consensus pdicie
(Stiglitz, 2006).

Africa remains an embattled continent on eartmdigated from its socio economic indices declite share of
world trade continues to dwindle and its resounglesidered by external actors in its economic dguvaient
blue print, Africa’s development has not been dffecdue to lack of self suitability, due to ovepgedence on
external aid and externally oriented policies atahg. It could be worth focusing if the African econy were

to focus on strategizing on expansion of domestid eegional markets to promote into African trade b
encouraging local industrialization instead of lgegubjecting itself to the invasion of foreign corations
(Stiglitz, 2006).

Kenya's economy has been driven and facilitated,glmbalized macro-economic factors whose approach
impacts upon the lives of Kenyans at large. Glaealimarkets, technology, ideas and solidarity caicle the
lives of people every where above all expandingr ttl@ices. However globalization is being drivgnrbarket
expansion, open national borders to trade, cafutatation and information. The expansion and openat of
markets outside the borders, dominance in socaitigal and economic outgoing opportunities and/aeds
globally notwithstanding. (Source) (Gachunga 2008)

M ultinational Corporations(MNCs)

Multinational Corporations have had both social aawbnomic impacts to the Kenyan economy since
independence. Following the advent of World WavINICs penetration was experienced through the expans
of large, flexible and powerful oligopolies domad western capitalistic countries. Further theserprises
have extended their operations into third worldrddas Kenya included. Raw materials markets asetdrs
and consumers and into capital goods markets gdisigp These approaches, however, creates a swevizare
the development of business enterprise could heedes a process of centralizing and perfectingtbeess of
capital accumulation (Stiglitz, 2006).

Product choice and output technology have limitagbleyment opportunities in Kenya and productiontgrat
have shifted away from the output of low cost neities for the poor. Social costs therefore mayveigh the
external social benefits of the capital that tedbgp has transferred. The patterns of high soaatsinto the
Kenyan economy have been brought about by a sefmpact of trade and investment ties with foreign
countries. Over the years MNCs have rather traresfgoroducts developed in and for rich countridgs Thade
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them engage in active taste transfer which haseshidfemand from local goods to MNCs products wisicd
often expensive with a different pattern from whwtal firms could meet. MNCs technology choice @pital
intensive which limits employment creation. MNCguctions are developed in developed countries &hos
factor prices are different. In other sectors higliges give rise to capital intensive techniques.QdNhave
developed background linkages whose inputs are riragoThis practice is a result of working to startize
foreign products as a result of standardizing amdgrating international institutions — MNCs, Idgalthe
domestic economy is seriously hurt. (Source)

Conclusions

Globalization phenomenal is so far widely regartieth positively and negatively. Positively impagtinpon
the Kenyan economy in the sense that Growth of SBsmestic Product (GDP) and Gross National Product
(GNP) have been experienced due to the contribidiNCs in Kenya. Uniliver Kenya products for exale,
ranging from Blue Band, Royco, Knorr, Omo, SunligBeisha, and Vaseline are both consumed locally bu
exported to other countries in the Eastern and t&ont Africa (ESA); namely Uganda, Tanzania, Malawi,
Mozambique, Zimbabwe, and Zambia. There is impna in the balance of trade by improving the rafio
exports to imports. This paper has reviewed, anuthgr factors the impact of foreign direct investingnd the
transfer of technology from MNCs to Kenya as a hasintry. Following various effects brought aboyt b
MNCs in Kenya’s development, in one way povertylddoe eradicated meaning that globalization hagaso
supported development in Kenya. Equally, the oppdw®lds the fair that the presence of MNCs detfies
locals from opportunities in job accessibility awdeation of insecurity in their jobs. Lack of egbu
participation of Kenya locals in employment and ltreareation results to the non-participation iroeemic
development.
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