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1n r ent years Ken:ya has undergone a significant economic and political transformation 

c nduci e to d eloping a mor positi e commercial en ironment. In 1992 multiparty politics 

\: ·as allowed afier almo t 30 years of single party rule. On the economic front th Govemmen 

took positi e macro-economic policy reform initiati es: elimination of price and import licensing 

controls liberalization of the foreign xchange system to include market determined e change 

rates. de elopment of more disciplined monetary and fiscal policies and enforcem nt of greater 

monetary discipline with respect to the commercial banks. It is within this en ironment that both 

local fllll1s and lultinational companies find themselves operating. Howe er, e en though 

domestic companies ba e the ad antage of operating in their borne en iroment they ha e had 

limited success. 

The study sought to determine the factors that account for operational superiority of 

Multinational companies over local companies in Kenyan service industry particularly the 

banking sector. 

The objecti es of the study were· 

• To determine the factors that gives multinational organisations an advantage over lo al 

companies in Kenya, and how these factors enable them to exploit opportunities in 

Kenya. 

• To determine the factors that makes the multjnationals more successful than local or 

domestic companies in Kenya. 
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To facilitate this study a hst of the 43 r gistered banks ' as obtained from the entral Bank of 

Kenya. Only _5 anks agre d to particip t in U1e research. Of those who did not respond. one 

,.,..as under statutory management while the remaining 18 said that their organisations policies did 

not altO'\ them to prO\ ide them with the information required 

Through the study it was determined that there are four main factors that account for operational 

superiority of s o er the local banks in Kenya. These factors are human resources 

technology size and bank image. It is iliese factors that enable MNBs to exploit their 

opportunities and have an ad antage over the local banks. 
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H ~'D'r'!~JTY ·oF NA 
ER I<ABE.TE LIBRAA' 

1.1. Back r und t tb tud • 

D m tic or Joe I bu in se as ' ell as int mational busine es and particularly 

ultinational corporations s play a fundamental rol in the economic d lopment of 

Kenya. Local busines s well as s bring in re enue to the go mm nt through 

payment of leu es. foreign dir ct in tments they bring about infrastructural de elopm nt 

where they ar set-up create mployment ne\ management and organisational skills among 

oth rs lkiara 2 

ry fev local businesses ha e b en in op ration in Kenya since the colonial period due to 

th colonial Ia\ s that did not allow locals to own businesses. orne of the local companies 

that ha e been op rational before ind p ndence includ the Copper Motor ompany and DT 

Dobi . Local companies ha e the ad antage of lov er taxes kno ledge of language and 

culture lov production costs knowledge of the en ironment, size go ernment protection 

and local networks (lkiara 1986 . Ho' ever, very few have been able to compete against the 

multi-nationals. Local indigenous firms in Kenya ha e had limited success in their 

d elopment despite the ad antages they possess due operating in their own countries. mce 

independence they ha e been facing stiff competition from Cs. 

Cs ha e b en operating in Kenya before independence. These s were main ly from 

Great Britain and include companies such as James Finlay tandard Chartered Barclays 

Bank, and BP- hell. fier independence s from the United tates Germany and 

v itz rland started operating in and included companies such as Mobil estle Firestone 

and Dalgeti (Kamau 2 04 . 
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Cs have een successful despit the num rous problems that they face in U1e host 

countries. ften face di e e and often conflicting demands and pr ssures including 

political risk from ariou host untries. ln Kenya branches of foreign companies pay 

higher incom tax rates than local companies. nlike domestic companies Cs must deal 

itb barriers of distance and time, and differences in language and culture. They must 

compete on a compte global playing field. Furthermore, MNCs are required to measure 

results" ith a flexible yardstick as the a lues of currencies fluctuate against each other. 

ln Kenya, very fe-. local companies such as KW AL Kuguru Foods Kapa Oils and BID CO 

have been able to with-stand and compete and win against might and power of Cs inspite 

of the ad erse conditions MN s face. For example, oca-CoJa recently forayed into thr­

ready to drink juice industry in Kenya with its Bibo fruit flavoured drinks and is already 

eating up the market share of domestic companies such as Premier Foods and Highlands 

companies the main juice manufacturers in Kenya. Coca-Cola is also making an impact on 

the bottled water market reducing shares of local companies like Keringet or Kilimanjaro. 

Local or domestic fLmls have the advantage oflower taxes culture language, low production 

costs yet they are unable to compete effectively against the MNCs. 

Cs ba e been able to gain a strong foot hold in the markets that they decide to enter and 

operate despite of the risks involved. Bamburi a subsidiary of LaFarge a French 

multinational controls about 60 per cent of the cement market in Kenya (Wand era 2004 . It 

appears that there are some factors that gi e Cs an ad antage o er local or domestic 

firms in the host countries that they decide to enter. This is the subject of this study. 
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1.2. 

On of th most significant international economic de lopments of th post-\ ar p riod is 

th prolifi r tion of multinational corporations s . The e are firms that own control or 

manage production fa iliti sin several countries ern n 1966 

res be un operating in Kenya befor independence and these Cs were mainly from 

England. In post-independence years American Cs such as Firestone and Mobil follov ed. 

There ar o er 2 0 multinational corporations ha e in ested in Kenya. In estments from 

multinationals in Kenya is o er four billion dollars (Emmot 1993 . 

Cs operating in Kenya, ha e made a profound contribution to the economic de elopment 

of th country. This is because through their foreign direct investment (FDI) s bring in 

an enormous amount of new capital that provides an economic stimulus to the country 

British multinationals ha e invested o er 2 billion doJlars in Kenya Emrnot 1993). The 

pre nee of the C creates possibilities for export re enucs which are an important source 

lh foreign e change reserves which the country requires for its economic development. 

MN s also provide transfer of management and organizational skills experience and access 

to e tensi e foreign marketing networks that would otherwise remain available to firms in 

the advanced industrialized countries. Developing countries such as Kenya ha e had 

difficulties breaking into world markets because they lack connectjons and knowledge o 

hov the international markets work. Using their connections and knowledge of international 

markets s ha e helped de eloping countries enter international trade and business. 

13 



Mullination ls ha,·e also brought about infrastructural de elopment this is because where a 

multinational such as Bambun ts buill the gov mment ensures that th re are proper roads 

t I communication services and electricity. l s ha e lead to the de clopment of tov ns 

chools. and hospitals. The growth and de clopment ofWebuye and Magadi towns h s been 

facilitat d by the pr s nc of Pan African Paper Mills and Magadi oda in those towns 

resp ctively. 

Local finns too ha e contributed their share in the economic growth and de elopment of 

Kenya through generation of employment and income for people \ ho would otherwise be 

unemployed .. ~ do not create much employment as they use a lot of capital-intensi e 

technology. 

The C activities carried out in developing countries such as Kenya are as varied as those 

carried out in developed countries. These acti ities include exporting and importing foreign 

direct investment contractual agreements such as licensing and franchising; and intemationa 

banking. The most striking characteristic is that much of these businesses are generally far 

more regulated in the de eloping country (Kenya than in the developed country. 

The limitations placed on Cs in a developing country such as Kenya far surpass those 

that are imposed by the industrialised country. Regulation of Cs comes about because 

their operations may at times have a negative impact on the country in which they are 

operating. Impacts such as exploitation of cheap labour and natural resources pollution 0f 

the en ironment, importation of inappropriate technology bringing in of a foreign culture 

misunderstood management practice and discrimination of locaJ . Activities ofMNCs such 

14 



Bamburi Pan-Pap rand Magadi da have to b checked b cause of the harmful natur of 

theu op rations. 

part from regulations placed on the C by the host country, operating in a developing 

country such as Kenya tends to present the foreign firm with a high degree of poUtical and 

economic risk. any multinationals temporarily closed down operations during the 2002 

Kenya General elections due to the fear of what ~ auld happen after the elections. While it is 

not e ery day that elections occur the amount of political risk in developing countries tends 

to be higher than that in de eloped countries. 

Despite the ad erse conclitions that MNCs face when operating m host countries and 

especially in de eloping countries they appear to be able to over come these conditions and 

are able to operate more efficiently and effecti ely than the domestic or local companies. 

There seems to be some factors that give the MNCs advantages over the local companies 

even when operating in their markets. 
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1.. H PR 8 I 

Th r are o multinationals in the country mainly from Britain France, the and 

ennan . Total r gistered foreign in estment is e tim t d to be in e ce s of our 

billion dollars. Th British lead in in esting ha ing in e ted o er t'l o billion dollars in 

Kenya. The book alue of U .. in estment is estimated at 83 million dollars while the 

market alue is o er _ 5 million dollars. Investments from Far Eastern countries, including 

hina and Japan though insignificant, are rapidly rising through foreign direct investments 

from companies such s Toyota from Japan and the Tata group from India. Emmot 1993). 

ultinational companies make up a large percentage of Kenya's industrial sector. Bamburi a 

British muWnational and Pan African Paper mills an Asian MNC consume o er 5 per cent of 

lh total energy transmitted and distributed in Kenya. (K.PL Monthly report March 2004). 

The Kenyan government intends to increase foreign direct in eslment to 24 billion dollars 

from the current 4 billion dollars in the next five years zioka 2004 . Multi-national 

presence in the country is going to increase as iJlustrated below· 

a) increased investment of about Kshs 50 million by the Anglo-Dutch 

multinational Un.ile er, 

b) Blue ircle/La Farge (Bamburi increased their in estments in East Afri :;a 

Portland ement by 5 million dollars 

c) East Africa Bre'l eries Limited is spending Kshs 1.4 billion on a new bottling 

line 

d General otors is increasing its in estrnent in Kenya - the company will 

spend Kshs. 400 million to de elop locally assembled cars for the African 

market. 

16 



ultinationaJs have a strong hold on our economy. thi can b seen from the in estments that 

th make and the amount of ta. es th y pay to the gov mm nl. East African Bre eries Ltd. 

(EABL paid about Kshs 12 billion in taxes EABL annual report 2003) tandard Charted 

paid Kshs 2 billion tandard hart red annual reports 2002 , Barclays Bank Kenya paid 

Kshs 1.4 billion Barclays Bank annual report 2003 \: hile B T (British American Tobacco 

paid 2 billion BAT reports 2 02). 

The local businesses need to learn from the multinationals if they are to be serious 

competitors against s. Local or domestic are finding it increasingly difficult to survi e 

maintain and gain market share under liberalised markets. Market conditions are changing 

continuously, and innovation-based competition has placed new burdens on small firms 

creating challenges that are distincti ely different from those of price-based competition. 

B sides small firms are already struggling to survi e in already crowded domestic markets 

associated with public restructuring and multinational presence. In order for the small 

business to survi e they need to learn the factors that gi e MNCs an advantage. They also 

need to exploit what could be their own local ad antages such as culture, language political 

good-will and playing on nationalistic feelings among other factors 

In Kenya s are increasing especially with the liberalisation of markets. Very few local 

or domestic companies in Kenya ha e been able to compete against Cs and v !n. 

Companies that ha e been able to compete with them include Bidco against Unite er and 

Uchumi and akumatt against Metro Cash and Carry and Discount Cash and Carry South 

African multinationals Hutching Beimer and Victoria Furnishers against upreme and 

Barnett Furnishers outh African ulti-nationals. 

17 



ultinationals ha\ some actors that gi e th m an ad ant ge in the countries that they 

decid to operat in. This r earch proj ct intends to study the factors that gi e multinational 

corporations an ad,antage o r domestic or local companies in Kenya. Factors gi ing 

multinational corporation an ad antage include capital access to credit, managerial 

capabilities better negotiating skills, financial synergy or beller marketing skills. For 

example Barela. Bank Kenya can b able to borro\ funds from branches in orth Africa, 

sub- aharan frican and the islands in the Indian Ocean when short of funds. 

The study of this factors that s posses will enable local companies to have knowledge 

and be better equipped to compete with the Cs. For example out of the 43 banks 

registered with the entral Bank of Kenya the big 2 that is Standard Chartered and Barclays 

control o er 40 per cent of the market while the remaining 41 fight it out for the remaining 

60 per cent market Munaita 2000). Bamburi controls about 60 per cent of the cement 

market in Kenya Wandera 2004 . 

The purpose of this study is to determine the factors that ha e made multi-nationals in Kenya 

such as Barclays Bank tandard bartered and Bamburi successful and have advantage 

over local companies in Kenya despite the ad erse conditions limitations and regulations 

they face. 

18 



1.4. 

1.5. 

a 

H 

To det nnin the actors that gi es multinational corporations an advantage 

ov r local companies m Ken a and hov th s factors enable them to ploit 

opp nunitie in Kenya. 

b) To determin th factors that make multinationals mor successful than to at 

or dom stic companies in Kenya. 

HE D 

The study will be important to the folio~ ing; 

a To domestic or local companies as they will get v ·th vital information that 

will enable them to better placed to compete with the Cs. 

b) To students of international business, the study is important because it will 

help them understand better what makes Cs successful in host countries 

c) To entrepreneurs when starting their business as it will enable them to come 

up with strategies that will help them compete more effecti ely with the 

Cs 

d) To policy makers as it will help then come up with policies that " ill level 

the playing field betv een multinational and locaVdomestic firms or 

industries. 

19 
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2.1. Defmi tion of the 1ultinational omp n 

There is no single agreed-upon definition of the multinational or transnational) enterprise or 

company. orne of the analysts view large dominant firms that do at least some international 

business such as those appearing in the Fortune 500 as the rete ant ones. Others include 

only firms that ha e owners only in one country. According to Wald (1994) Cs are 

companies or enterprises that operate in a number of countries and ha e production or service 

facilities outside the country of its origin. 

A commonly accepted definition of an Cis an enterprise producing at least 25 percent of 

its world output outside its country of origin. If international business is the process of 

conducting business across national boundaries then multinational corporations are the 

principal participants in this acti ity. They are, so to speak the actors or players in the 

international business "game". Most multinational corporations are based in de eloped 

countries. The multinational corporation is so large and extended that it may be outside the 

control of a single go ernment. (Wald, 1994). 

While no definition can be completely objective Vernon and Wells 1966) have offered a 

view that co ers Cs fairly well. Their view is that MNEs are companies, made up of a 

cluster of affiliated firms although in different countries, nevertheless share distinguishing 

characteristics as follows· 

I. they are linked by ties of common ownership 

20 



th y draw on a common pool of re ourc . such as man y and credit, information 

systems trade names and patents, 

3. they respond to some common strategy. 

Purely domesti comparues national or local companies on the other band operate in a 

single national en irorunent where consumer preferences go emment policies and 

regulations and labour union demands are relali ely consistent and predictable and where 

competition is bounded within a single familiar market. 0 erall performance is measured in 

one comparable unit: the local currency (Wald 1994). 

Beginning with the theoretical insights of Hymer 1960) and J(jndleberger 1967) MNCs 

possess a uniqu package of assets capita] differentiated product, technology management 

skills and/or marketing know-how. This package of assets allows them to compete with local 

firms whose superior knowledge of local conditions would otherwise give them a 

competitive advantage. These insights of Hymer and K.indleberger will provide the 

conceptual framework for this study 

The studies of successful large firms in industrial countries have shown that these firms 

typically compete in domestic and foreign markets on the basis of competiti e advantages 

that are based on company specific characteristics. That is these firms usually possess some 

proprietary asset - a new production process a superior sales location, facilities that realise 

economies of scale in production or distribution or a combination of assets that allows the 

company to achie e lower costs higher revenues or lower risks than its competitors 

Kindleberger 1967). 
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Bain 1956 stated that succe sful international companies possess d the foliO\! ing 

ad antages· 

I. Absolute ost ad antages - such a proprietary production t chniques and control o er 

limited r sources by established finns. 

2. Product differentiation adv ntages - such as an established brand nam or patented 

product. 

3. Economies of scale - in areas such as ad ertising, production an purchasing. 

According to Porter (1985 , competitive advantages grow out of alue a firm is able to create 

for its buyers that exceeds the finn's cost of creating it. Value is" hat buyers are willing to 

pay and superior value stems from offering lower prices than competitors for equivalent 

benefits or providing unique benefits that more than offset a higher price. MNCs gain an 

advantage by performing strategically important acti ities more cheaply or better than its 

local competitors (Porter 1985). 

Advantages Cs ha e include being able to escape environmental regulations and labour 

laws by shifting to another country for example. They can shift raw materials goods and 

capital in order to escape taxes. In addition because they ha e new technologies and 

products that less de eloped countries do not multinationals must decide when a particular 

country is ready to assimilate these new things. The advantages that MNEs or MNCs posse 

can be di ided into two categories; 

I. General Competiti e Advantages 

2. Multinational ompetitive Advantages 

22 



2.2. p 

These are those factors that are not limit to the international firm but pertain to successful 

domestic companies as well. These ar the factors that exist for both the international and the 

domestic finn. These factors includ · 

1. Proprietary ecboology 

lnitial in estigations by Vernon 1966) and Kindleberger (1969 found that proprietary 

technology is a fundamental basis for competiti eness of most firms. Most of the successful 

Cs produce high technology products in industries such as pharmaceuticals (Pfizer 

Glaxo-SmitbKline Johnson and Johnson)· data processing (ffiM Rank erox). Proprietary 

technology is not only in the manufacturing sector but also in the service sector. In the 

service sector specifically financial services Standard bartered has come up with the 

Flexilink account that has enabled the company to con en thousands of customers to a 

technology based account management system. This enabled the firm to increase ATM 

transaction olumes and improve efficiencies among the company s branches (Standard 

Charted annual accounts 2003 

Proprietary technology ad antage comes from some technology created or purchased by the 

firm that the firm utilises in production to generate better or less-expensi e products than 

those produced by the rival firm. For example DuPont created distinctive products such as 

nylon and rayon; Eastman Kodak created higher quality paper for its photographs than its 

main rival Fuji ilm company (Kindelberger 1967). 
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Cs are ah ad technologically an through r search they are ah ays looking for ' ays to 

come up ' itb superior products. T chnology is exp nsi e to de elop and to remain at an 

advantage s protect their technology through use of patent rights and intellectual 

property rights for e ample oca- ola with its fonnula mi for soft drinks and 

pharmaceutical companies such as Glaxo-SmithKline on pharmaceutical drugs such as 

Zantac. Cs protect their technology o as to be able to be able to recoup on development 

costs and make a profit. 

The local or domestic companies m Kenya maintain old equipment and use outdated 

technology in most of their operations. The inability of these firms to acquire modem 

technology is, to a large extent due to the high costs associated with purchasing of the new 

equipment. This problem is more acute for go emment-owned firms. Ha ing made no 

changes in the production process for a long time some of these firms would have to replace 

their machinery and equipment completely as well as retrain the workforce. (Ikiaria 1986) 

2. Brand a me or Trade arne 

Early analyses also focused on the marketing advantages possessed by MNEs (Vernon 196f 

and Ca es 1971). Particularly important in this case is the firm's ability to differentiate its 

product from others. By establishing a brand or trade name a finn may be able to attract 

additional buyers or customers due to name recognition and trust. Examples of companies in 

Kenya that posses this type of ad antage include GlaxoSmith.KJine and Bayer East Africa in 

the pharmaceutical industry. In the food industry there is andos and Steers in health care 

products there is Colgate-Palmolive Johnson and Johnson Proctor and Gamble and 

ussons. In the soft drinks industry there is Coca-Cola (Ca es 1971). 
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In this case th ad antage arises from th firm de loping a reputation for high-quality 

products good service after the product has b n purchas d an or good alue relati to 

competitors products. These characteristics become identifi d with the brand name enabling 

the finn to sell more output or charge higher prices than competitors. Barclays Bank and 

Standard bartered Bank ar able to charge higher comrni sions because they give high 

quality service and products. For example a personal current accounts holder who wants to 

withdraw money o er the counter at Barclays Bank is charged Kshs 30 while Standard 

Chartered Bank charges Kshs 500 entral Bank Quarterly Report December 2003). 

3. ize 

In many aspects of doing business size lowers costs. Through their size Cs are able to 

aclrie e efficiency in their operational activities (Korine and Gomez 2002 . MNCs are able to 

achieve· 

a) Economies of scale in production 

b) Scale of economies in Purchasing 

c) Economies of scale in financing 

d) Economies of Scale in Advertising 

a) cale of Economie in Production 

This exist when the firm is able to operate a production facility that attains lower costs per 

unit of output at larger le els of output than the costs incurred by competitors in production 

facilities that ha e lo'\i er output capacities. That is the scale olume) of production is 

increased by increasing the size of the production facility, unit costs can then be decreased at 
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higher levels of output Korin and cal of conomies in produ tion are 

important in many industries e p ciall lh se that ar h a ily capital int nsi e such as 

automoti e, airfram manufacturing industrial ch mica! and oil industries. Toyota for 

example is able to achie substantially lower production costs for its cars than General 

otors Ford or Daimler-Chrysler (Porter 1985 . 

b) cale of economie in Purcha ing 

This can be attained by finns that are able to buy inputs in large quantities and are thus able 

to reduce their unit costs. This advantage is usually a ail able to large finns, which are able to 

purchase larger quantities than their ri als. It also tends to occur for finns \Vith more 

standardised production as the selection of inputs becomes more predictable and larger 

stocks become justifiable (Korine and Gomez 2002 . By contracting to buy rrillion of 

pounds of beef on a regular basis, such companies as andos or Steers are able to reduce 

their hamburger costs far below that of local single-location restaurants as Wimpy. 

c) cale of Ecooomie in Financing 

This exists for firms that are ab le to borrow large sums of funds and can thus obtain quality 

and quantity discounts. Also Cs and their affiliates usually have greater access at better 

terms to international capital markets than do purely national firms and this puts MNCs in a 

better position to finance large projects (Korine and Gomez 2002 . 
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d conomi of ca l io d rti io 

This is attain d hen a finn s 11 products in e\ era] countries and is abl to standardise 

its promotion across countri s Korine and Gomez _ 2 . For e, ample B relays Bank has 

used its ' big orld n eds a big bank' promotional ampaigns successfully around Africa. 

4. Government Prot ction 

Go ern.ment protection ad antages arise from two distinct kinds of relationships. First the 

direct protection given to fa oured finns in the form of tariffs and subsidies which enable the 

fi1m to carve out a competitive position. econdly in dealing with the government as its 

supplier of products or services can generate a protected en ironment for the finn since the 

government tends to stay with reliable suppliers without switching frequently (Williams 

1985 . 

5. Human R esource 

Multi-nationals are able to attract and maintain the best human resource in the host countries 

which they operate. This is because most multi-national companies ha e higher than a erage 

salaries for their employees (Wi !Iiams 1985). 

Also these companies are supposedly more professional in their day-to-day working and 

operations. This has pro ed to be a ery important advantage because when the finn is able 

to create a working en ironment that stimulates employee productivity the firm is able to 

lower its unit costs and impro e the quality of the product (Williams 1985 . ln Kenya the 

best paid senior managers in profitable multi-national enterprises generally earn salaries of 

around 2,000 dollars a month (World Press Re iew, January 2004). 
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6. Fie. ibili ty and daptability 

Flexibility and adaptability is the ability to scan broad en ironment and d teet changes that 

present ne\1 risks and opporturuties, that is react respond and adapt(Korine and Gomez 

2 02 . In the production ofToyota cars Toyota has managed to de elop spare parts that ca.1 

be used across different models. This is because many customers were complaining about 

buying the wrong parts for their cars Fortune 500 2004 . 

Cs are also rn a much better position to control or change to their advantage the 

en ronment m which they operate than are purely national firms. For example in 

determining where to set up a plant to produce component a MNC can and usually does 

"shop around" for the low-wage nation that offers the most incenti es in the fom1 of tax 

breaks, tax holidays, subsidies and other tax and trade benefits. 

Wben energy costs became to high in Kenya some MNCs such as Pfizer moved to South 

Africa from where they are able to produce goods more cheaply for the Kenyan Market. 

Proctor and Gamble immediately changed from production to importation of finished goods 

when taxes on imported raw materials was increased wbi le the importation of finished goods 

was decreased. A len p r cent duty is charged on raw materials, as compared to the mere one 

per cent charged on other imports. ew People, September 1999). 
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7. perienc 

Most of the Cs ha e been op rating in Kenya since and som e en before the country 

attained independence (Ikiara, 1986 . Through experience gained the firm learns ho~ to 

make a product better or more cheaply units costs in pro uction ha e b en found to decline 

on a erage by 15 per cent with the doubling of cumulati e output. Firms are then able to gain 

an ad anlage by learning how to make a product better and more cheaply - the learning or 

experience curve effect (Porter, 1985) 
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2 .. actor giving an ad o ta 

The factors discussed earlier can be used both at lh international \ ell as the dom stic level 

to give the company an ad antage. cale economies in purchasing, pr duction ad ertising or 

financing may ho' e er be gr ater for firm that is abl to spread its operations o er everal 

countries rather than just one. There are some factors that are primarily limited to giving the 

~s an advantage. These are -

1. Multinational Marketino 

Multinational marketing refers to a number of very large companies whose business interests, 

manufacturing plant and offices are spread throughout the world Lancaster and 

Massingham 1996). Porter (1990) argues that being in many markets allows the firm to tap 

into intelJectual capital which is a significant dri er of success. Multinational marketing 

enables a firm to sell its products in many markets simuJtaneously. The MNEs gains a key 

advantage in being able to sell its excess production in other markets due to sales affiliates in 

those markets compared to competitors that only operate in one market (Lancaster and 

Massingham 1996). The affiliates function as gatherers of market information about 

demands regulatory conditions and other business conditions that could benefit the firm. 

This makes the firm to quickly take ad antage of the markets in order to sell its out-put. The 

wider the firms net of affiliates the greater its possibility of maximising its revenues. From 

another perspective shortfalls in demand in one country can be remedied by sending excess 

output to other countries where the firm encounters an excess demand beyond the ability of 

the local affiliate to supply Lancaster and Massingbam 1996 . 

30 



2. lultinational our in of a Pr du t 

• Cs usually source for inputs that are not integral to the innovation process such as skilled 

labour raw materials capital from the most cost-effecti e locatJon. In this -. ay the comp n 1 

is able to harness the output cost ad anlages of arious locations. The can e ploit the 

comparati e ad antage of many locations" hile nullifying the co t disad antage of its home 

base. (Porter 1998 . This ad anlage enables the to reduc its costs r lati e to local 

competitors. ery frequently in the 1980 s firms set up off shore production facilities in 

Asian countries (e.g. Singapore outh Korea and Taiwan Mexico or India where labour 

costs " ere low in order to assemble machinery, clothing or other products for sale in the 

nited States or Europe (Williams 1985 

3. International Diver ification 

The third multinational ad antage is tbe risk- reducing benefit of international diversification. 

Many MNEs use facilities in several countries to produce the same products for se eral 

markets. In that way if a strike, war or a machine breakdown occurs in one country markets 

can be served from other production sites. MNCs try to establish multiple sources of raw 

materials such as oils and metals and e en inputs such as labour in order to avoid the 

o erdependence on one supplier country (Williams 1985). Thus by operating in multir le 

sourcing and marketing affiliates the gains this important risk reducing capability. 

Diversification makes the corporate whole add up to more than the sum of its parts Porter 

1998 . 
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4. ana erial perience 

Managerial experience in se era! countries gi the firm an ad antage ofknO\\-h0\1 in 

dealing\! ith business situations in different countri s. his ad antage generally helps the 

E possessing experienced managers relative to other businesse or s without such 

managers. Th managers Learn ho' to cope with business conditions and r gulatory 

environments in different countries. they can then be able to bring that experience to b ar on 

situations in the current country gaining an experience o er managers without such 

experience. 

Standard Chartered a multinational based in Kenya seconded 22 Kenyan employees foro er 

sees training (Standard Chartered annual reports 2002). The company is advantaged in two 

' ays· the Kenyans gain international experience from the affiliate branches abroad and the 

overseas branches get knowledge of the Kenyan market. 

5. ertical and Horizontal Integration 

One of the basic reasons for the existence of Cs is the advantage of a global network of 

production and distribution. This advantage arises in part from ertical and horizontal 

integration with foreign affiliates (Kindelberger 1969). 

a) ertical Integration 

Vertical integration i the combination of technologically distinct production 

distribution selling and/or any other economjc processes to the confrnes of a single fmn. 

As such it represents the de ision by the firm to utilise internal and administrative 

functions rather than market transactions to accomplish its economic purposes. Benefits 
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of int gration include combination of op ration , tnt m 1 control and co-ordination 

economies of information conomtcs of a aiding the mark t and economi s of stable 

relationships (Porter 1985 . Oil companies as obit. BP- hell ar historically vertically 

integrated carrying out exploration oil field de elopm nt, oil refining, retailing and 

marketing. inlay 20 

b) Horizontallntegration 

Horizontal integration occurs when one company acquires another in exactly the same 

lirte of business and combines the two. By horizontal integration through foreign 

affiliates Cs can better protect and exploit their monopoly power adapt their 

products to local conditions and tastes and ensure consistent product quality. (Finlay 

2 00) . In Kenya Citi-bank s acquisition of AB -Amra is an example of horizontal 

integration 

Integrating de elopment activities across countries eliminates duplication of efforts and sa es 

costs making products more price-competiti e (Porter 1980). It also allows firms to 

leverage ideas generated in one geographic market to other geographic markets (Bartlett and 

Ghoshal 1989). Moreo er, launching new products simultaneously in multiple country 

markets reduces the risks of pre-empti e entry by ri aJs in those markets Chen and Stucker 

1997· Hamel and Prabalad 1985). 

6. trategic Alliances merger and cquisitioo 

Though s do not form strategic alliances or merge due to domestic conditions but rather 

as a reaction to the wider global conditions and these actions greatly affect local or domestic 
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firms. Faced" ith increased competition globally and locally . s fonn strat gic allianc 

or m rge with each other in order to fight aggressi el to create ne~ mark ts. gain market 

share, or in some cases hold market share (Finlay, 2 . Fore ample them rger of Gla o­

Wellcome and mithKline-Beecharn affected local pharmaceutical companies such as 

Cosmos, Lab and Allied and Lord s Health Care. 

7. Knowledge Leverag 

The effecti e dissemination throughout the organization of aluable knowledge 

acquired by its local affiliates is seen as an important source of competiti e ad antage 

(Bartlett and Ghoshal 1989). Standard Chartered sent 22 Kenyan employees on secondmenl 

o ersees to gain international experience (Standard Chartered annual accounts 2002). 

ln recent years inter-organisational competition has not only intensified its nature has 

fundamentally changed: it has become more knowledge-based, and the sources of 

competitive ad antage have shifted unmistakably from physical assets to intellectual 

resources (Prahalad and Hamel, 1990· Quinn 1992; Stewart, 1997). The home-based sources 

of knowledge and ownership advantages that had long enabled organisations to compe[e 

effecti ely in international markets are no longer adequate today Dunning 1980). Multi­

nationals gain advantages by harnessing knowledge from sources in multiple country markets 

in order to generate new product ideas as v ell as to build manufacturing know-how and 

technological strength. 
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Global fficienc 

Global Efficiency arises from benefiting from differences in factor costs of wages and co t 

of capital expanding and exploiting potential scale economi sin each activity and sharing of 

investments and costs across markets and businesses Barnett and a anagh 1994). 

s are concerned about securing the least costly production of goods for world markets 

making profits, increasing market share and corporate growth. This goal is achieved through 

acquiring the most efficient locations (Barnett and Ca anagh 1994 . Barclays Bank Africa 

remained profitable in all portfolios of the business that is the branches in orth Africa sub-

aharan Africa and Islands in the lndjan Ocean Barclays Bank Financial report 2003). 

Domestic companies are unable to achle e global efficiency because they are located in their 

countries wruch may not be a cheaper or more efficient option (Barnett and Cavanagh 1994). 

9. Local Respon ivene s 

Although MNCs produce global products, they customise products to compete locally in the 

markets that they ha e decided to enter. MNCs have the finances to carry out continuous 

market research in order to keep their customers and also the technology to change products 

to suit their customer needs (Korine and Gomez 2000). For example Unilever, which bas 

changed the packaging of the OMO from carton to reusable plastic containers to sachets a 

technology which their closest ri al Kapa Oil refineries makers of Toss detergent has been 

unable to copy. OMO is also packaged in different weights and sizes so that customers are 

able to buy the size they can afford. 
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2.4. Factor gi iog Dome tic comp ni an d ota 

Dom stic companies operate in a single national n ironm nt \\here o ial nd cultmal 

norms, go ernment regulations customer preferences and economic structures all tend to be 

fair! consistent. 

There are some dimensions in which the Kenyan firms ha e an ad antage o er the s. 

Domestic or local firms in Kenya ha e better knowledge about the local environment more 

specifically knowledge about consumers distribution labour practices and regulations. 

1. L ocal etworks 

Domestic or local firms ha e the ad anlage ofha ing local net\! orks. Kenyan firms ha e an 

advantage in building relationships with local firms (customers distributors suppliers) trade 

associations, unions and government agencies. K B recently launched the Electronic 

File/Funds Tran ifer(EFI) with Uchumi Supermarkets that allo\! s KCB customers to use 

either their debit or credit cards to make instant payments ation 271
h Apri l 2004) 

2. Size 

Local firms are smaller than MNCs and in todays dynamic market like that of Kenya this 

gives them ad antage of being able to move faster and make decisions more quickly and <ct 

on opportunities presented by the environment. Due to their size they are able to respond to 

opportunities and changes in customer preferences faster. On the other hand managers of 

C subsidiaries in Kenya are at a disad antage because they ha e to deal with a distant 

headquarters and an additional layer of control. Due to the good market response of the 
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Point of ale Terminals that use the ast r ard K B is in r asm the 'terminal · to n ur 

that they are available to all aster ard merchants in the country. ation pril 27th _ 4 . 

3. o t d antage 

Local firms in Kenya ha e the advantage of ha ing lo~ er cheaper factors of production land 

and labour especially. Kenyan domestic firms ha e some cost ad antage o er the 

which often ba e high overheads and expensi e expatriat managers. The Dream team\ hich 

was appointed by the former president Daniel Moi which included former Barclays Bank 

finance director Martin Oduor-Otieno former Magadi Soda managing director Titus aikuni 

v ere commanding salaries of about Ksbs 2 million, the normal salary for senior manager 

working for a multinational Omari 2000). Senior managers working for local companies 

earn between Kshs 150 000 - 250 000 (PriceWaterhouse oopers Survery 1999). 

4. F irst Mover d aotage 

Domestic firms are usually the first to enter the market and are thus able to establish a 

dominant position in the market. Kenya Commercial Bank (KCB) is the frrst bank in Kenya 

to issue a proprietary debit card - QuickserveDebit card to its customers ation 27'h April 

2004. 

5. Knowledge of the Local Environment 

Local fllTTlS ba e a superior knowledge of the local environmental conditions. They know the 

physical attributes of the country which they are operating in in terms of geography 

population factors income natural resources infrastructural and economic development. 

Domestic companies are better placed than the multinationals in market segmentation or 
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distribution channels to b used. The local companies ha e the ad\ antag of tartin and 

running their operation in accordance with the local environm ntal conditions Ikiara. 2 0 

6. C ultural ow ledge 

Culture is th man-made part of a people's en ironment and may be defined as the 

distincti e way of life of a people. Domestic companies ha e a superior knowledge of the 

cultural aspects in the markets in \! hjch they operate (Ikiara, 2 00). This gi es them an 

advantage as they are able to me t customer needs better. For example Kuguru Foods 

Company and their B.O.G.O. (Buy One Get One Free) strategy for their ofla drinks which 

made an impact that led to one large C lowering the prices of its soft drinks. 

7. Government Protection and a i tance 

Governments usually gi e assistance to local companies in fonn of subsirues in order to 

encourage them to grow through exporting and to protect them from imports (Ikiara 1986). 

The go ernment can protect the domestic fum by limiting what can be owned by the 

For e ample most of the media houses in Kenya are owned locally. The go emment also 

exercises considerable control o er the MNCs by setting rules that limit their po er to 

import, transfer funds or hire and fire. 

8. Patrioti m 

Products manufactured by local firms have the advantage of being more popular because of 

the feeling of patriotism that they elicit the 'buy Kenya build Kenya feeling they awaken. 

When Castle enter the Kenyan market KBL countered them with their advertisement 'Tusk 1 
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- Kenya my countr}, Tusker my beer·. This made people take more of the local product than 

lhe foreign product. 
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RAPT R BRE : 

.0. R H 1E DO 

ln this chapter the population that \ as studied, the sampling plan, data collection and d::t ... 

analysis techniques used \ ill be discus ed. 

3.1. R earch de ign 

To accomplish the objectives of the study the research design was in the form of a survey 

that was carried out on both the local and multinational banks operating in airobi. The 

survey method was chosen as the number of banks is not large. The are 43 registered banks 

in Kenya according to the Central Bank quarterly report of March 2004 on bank Charges 

3.2. Population 

The target population that was studied were the multinational and local banks operating m 

airobi . The listing of Multinational and local banks operating in Kenya was deri ed from 

the Central Bank of Kenya Quarterly report of March 2004. 

3.3. Sample size and ampling technique 

The whole population of both the local banks and multinational banks was considered tor 

the study. This is because of the small number of both the multinational and local banks. 

There are 11 multinational banks operating in Kenya and 31 local banks. 
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.4. Dat collection m th d 

Data coil cted through a self administered questionnair as gi en to a senior manag r in th 

company and picked at a Later date. There \ ere tv o questionnaire one targeting the senior 

managers in the local banks the other targeting the nior managers in th multinatiOILai 

banks. The questionnaire consisted of both open and closed-end d questions \ hich v ere 

aimed at getting primary data from the respondents. The questions were deri ed from the 

literature re iew and aimed at getting information about hat gi es the multinational banks 

or local firm an advantage. The questionnaire consisted of two parts· 

1. History of the company 

Factors gi ing the C or Local fmn an ad antage 

3.5. Data analysi 

The study used both descripti e I statistics to analyse the data. The main descriptive tools to 

be used were percentages/proportions and frequencies. The descripti e statistics were used 

because of their clarity and ease of understanding and also to summarise and describe the 

data collected. 
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RAPT RF R 

ln this chapter the resuJts of the survey ar presented. detailed analysis on th factors 

giving operational superiority to s is presented in this section 

~.1 . PRO IL FRE PO D D PO T 

total of25 firms responded giving a response rate of 58%. The targeted respondents were 

the senior managers with a broad iew oftheir companies particularly in the areas of human 

resources information technology branch network company image and quality of service 

4.2.GE RAL FORMATIO 

4.2.1. 0 RSHIP 

Table 1 - Distribution of re 
Ownership 

32 
17 68 
25 100 

d Table 2 - Distribution of respon ents by Type o fO wners •P 
Ownership Type !No of Respon e Rate 

Respondents (%) 
Private 13 52 
Government 4 16 
Multinational 8 32 
Total 25 100 
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The tables abo e show that majority of the commercial banks operating in Kenya are locally 

o~ ned (68%) and that most of them are private enterprises 52%). These banks can further 

be categorised into small medium or large depending on the size of their in estment in 

Kenya. 

-t.2.2 IZ 

Table 3 - Size of banks in terms of total assets 
Total Assets (Kshs INoof Re pon Classification 
000,000) Respondents Rate(%) 
Less than 10,000 15 60 small 
10,000- 50,000 7 28 medium 
50,000- 100,000 3 12 Large 
Total 25 100 

Table 4 - Size of banks in terms of number of employees 
!No of employee [No of Re pone Rate(%) [Cia sificatioo 

Respondents 
Less than l 00 0 -Small 
100-200 7 28.00 Small 
200- 500 10 40.00 Medium 
1500- 1000 4 16.00 Large 
Over 1000 4 16.00 Large 

l!_otal 25 100.00 
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Size of investm ent • No of Employees 

35% 

30% 
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:Sg N 1.0 0 

' . ..... 
~~ 0 0 ' 
Q) 0 0 0 
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1.0 

.... 
Q) 

0 

No of Employees 

The results from tables 3 and 4 together with graph I abo e indicate that majority of the 

banks are small to medium sized with in estrnents ofless than Kshs. 10 billion and having 

between 100 - 500 employees. 

4.2.3. H RESOURCE 

T bl 5 L 1 fEd ti a e - eve1 o uca on 
Level of Education INo of Re pon e Rate 
~anag_ement Staff Respondents IC%) 
Postgraduate 0 0 
Graduate 21 84 
DjQloma 3 12 
Certificate 1 4 
Other 0 0 
Total 25 100 

The majority 84%)of the management staff employed by banks had a first degree. This 

demonstrates that banks generally employ more highly qualified personnel. 
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~.2.4 . 0 T (1 

raph 3 Level of IT in e tment 

LEVEL OF IT INVESTMENT 

oDo not 
Know 
16% 

oOver 5 per 
cent 
48% 

o Less than 
1 per cent 

24% 

up tp 5 
per cent 

12% 

t 

Majority (60% of the banks operating in Kenya have an IT investment of 5 per cent and 

above of their total in estment. This represents a significant per cent ofinvestmenl made in 

lT. It can then be deduced from the table 6 and graph 3 that banks are intensi e users of IT. 

45 



F 

.tJJ. R 

·U.l.l. Maoag m nt mplo 

able 7- erage alary of mplo abl du tioo of 

76 100 

24 
erti f'icate 

Other 

Total 100 100 

Training 
Bank 

es 24 62.50 
0 76 37.50 

TOTAL 100 100.00 

The study sho\i ed that MNBs place a lot of emphasis on qualified staff with all respondents 

from the foreign banks reporting that employment of management staff with a uni ersity 

degree. Table 8 showed that majority of the MNBs (62.50% took their management staff 

foro erseas training compared with only 24% of the local banks. Work experience in 

se eral countries gi es the firm an ad antage of getting the know-how on ho to deal" ilh 

business situations in different countries. 

From the study it can also be deduced that foreign banks remunerate their managem nt staff 

better with 62.50% paying them between Ksbs. 60 000 - 100 000 compared to only 6% of 
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lhe local banks that v ere paying this arnunt. Through b ner remuneration term ·as are 

able to attract the more qualified staff than local banks 

..t • • 1.2 ana er 

able 10 - erage a e of nior 
manag r 

abl 11 - ioimum le el of 
ducation of enior 

man 
jA'. Age of % respon e 0/o r 

r-------.,~---...-----
pone n 

lanager Local Ban foreign Banks 

30 -- 35 - - 12.50 
35 -- 40 17.65 25 76.47 87.50 
40 -- 45 23 .53 63 23.53 
45 -- 50 41. 18 13 
Over 50 17.65 - 100.00 100 
Total 100.00 100 

Most 58% of the local banks senior managers were over 45 years of age and most (76% 

had a tertiary education. However, even though most of the senior manager ofthe foreign 

banks had a tertiary education most 63% of the managers were younger b tween the ages 

of 40 - 45 years. 

Table 12 - Year worked to be a enior able 13 - verage alary of 
M anager enior mana er 

!No of Year o/o r pone % alary of % % 

' orked for one to Local Bank re pon e enior re pon e r pon e 
be a manager foreign manager ocal foreign 

Banks 000 Banks Bank 
less than a Year - 0 100-150 35.3 
1 - 5 years - 0 150-200 41.2 
5- 10 years 17.65 37.5 250- 300 17.6 
over 1 0 _years 47.06 12.5 350-500 5.9 37.5 

Performance Based 35.29 50 
Total 100.00 100 

~o __ e_r _50_0 ____ ~------~--- 62 _5j 
Total 100.0 

The study also found out that majority (47%) of the senior management positions in the local 

banks are based on the num er of years worked while for the fo reign banks positions for 

senior management are perfonnance based (50% . 
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rom table 13 it can b deduc d that s ullin t1on J Banks p th 1r mor man g rs 

tter than the local bank \\- ith 62~o of man g rs in th bank po itions 

aming o r Kshs. 5 00 . one of the local banks report d paying their nior man ger 

over hs. 500 000. It can be deduced from tabl s 12 and 13 that tb youn r and b tt r pai 

managers ofMNBs are able to come up with nev and better products as sh wn in the results 

from table 2 

a ain t total a t ocal 

Table 15- ro s-tabulation of umber of Emplo ee again t total a et orei o 
B k an o:s 

!No of Emplo ee I !Le than 100 100-200 200-500 500- 1000 0 er 1000 
ISize in Ksbs 000,00 
Less than 10,000 4 (100%) J (50%) 
I 0,000 - 50 000 1_{50%) 
50 000- 100,000 2 (100%) 

4 2 2 -
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The tables above summarise how banks try to rationalise their human resource against their 

size in terms of in estments in Kshs. and number of customers. Tables 14 and 16 sho\1 s that 

majority ( 4 7% of the local banks ha e employed between 20 - 50 \1 orkers and most (5 .8 

o, of the local banks ha e total assets of less than Kshs 10 billion. Table 16 shows most 

(62.5% of these banks serve between 100 000 - 7 0 0 00 customers. 

Table 17 shows that majority 50%) of the foreign banks howe er have employed ben een 

100-2 0 workers. From table 15 it can be noted that these banks ha e in ested ha e less than 

Kshs. I 0 billion and that onJy two of these banks ha e a customer base of less than 100 0 0. 

It can therefore b deduced from the abo e tables that s ha e tried to rationalise their 

investments with the number of customers that they ha e and ha e also attempted to optimise 

their human resource with their customer base in order to achie e operational efficiencies. 
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10 

% 
respon e re pon e 
Local foreign 
Banks Bank 

41.18 100 
35.29 0 
23.53 0 

100.00 100 

bl 1 - pt for I a tiviti 

Table 19 indicates that majority of the MNBs 87.5%) have an IT in estment of over 5 per 

cent of their total in estment. All MNBs had a specific department to deal with IT issues and 

used IT to enhance services to their customers. 

Though a large number (76%) of the local banks had an lT department majority (35%) of 

these banks had an IT investment of less than 1 % of their total in estment and ery few 

(41 % used IT to enhance their customer service. Although it can be deduced from the tables 

abo e that all banks are intensi e u ers of IT, for s IT appears to play a more 

fundamental role in the operations and acti ities than local banks. 
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~ .. 3 Br odin rad am 

bl 21 - ff t of Bank am on Bu in f n ·i by 

75 Detailed 

0 64.71 25 
100.00 l 0 

The number of Bs which felt that their name affected their business was quite high (75% 

compared to 35% of local banks that felt the same. The study also found out that a small 

number (23%) of the local banks reported that their services were well known by customers 

compared to 75% of the MNBs which reported that their services were well known by their 

customers. From these results we can infer that MNBs use their corporate image including 

the bank name to be able to attract additional customers 

4.3.4 IZE 

T able 23- in term of Table 24 - ize of Bank in term of number 
f t o cus1 omers 

% No of C u to mer o/o r pon e % re pon 

re poo e 
foreign 

Local Bank for ign B .. nk 

Banks Bank 
Le than 100000 11.76 -

35.29 12.50 100000 - 400000 17.65 50.00 

5.88 25.00 400000 - 700000 17.65 25.00 

70000 0- 1000000 29.41 -

.00 100.00 Over 1 000000 23.53 25 .00 

Total 100.00 IQO.OO 
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Th study found out that most of th local banks ar smaller m siz than th ·as in t rm 

of siz of in e tm nt ith only p r cent ha ing in c t d over h . b t,., n hs. 5 to 

100 billion. 

From table 22 it appears that s are smaller in terms of cu tomer size ith most 50% 

of thes banks ha ing a customer bas between 100 . Majority 47% of the 

able 25- ro abulation of ize of iove tment a ain t no of cu tom r ocal 
Banks 

l ~o. of cu tomer /Siz of L than 10000- 40000- 70000- 0 er Total 
invst. in Ksbs 000,000 10000 40000 70000 100000 100QQ!>_ 
less than 10,000 1 2 2 3 2 10 
1 o_,ooo - so,ooo 1 1 I 2 1 6 

150,000 - 100 000 0 0 0 0 1 J 
Total 2 3 3 5 4 17 

Table 26- ro s T abulation of iz of inve tment again t no of cu tomer or ign 
B k an ~s 

INo. of cu tomer /Size of Less than 100000- 400000- 700000 Over ITo tal 
in t. in h 000 000 100000 400000 700000 - 1000000 

1000000 
Less than 10,000 - 4 1 - - 5 
10,000 - 50_!_000 - - I - - I 

L5_0,000 - 100,000 - - - - 2 2 

Total - 4 2 - 2 8 

The tables abo e summari e the size of both the local and foreign banks in terms of 

10 estment in Kshs and number of customers. From the tables abo e the MNBs that had a 

customer base of o er one million had in estments between Kshs 50 to I billion. Majority 

(50% of the local banks with a customer base of o er one million had made in estments of 

less than Kshs. 10 billion. 
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~ .4.1 • umb r of Branch 

Over 50 5.9 12.5 
TOTAL 10 10 

Table 28 - ro Tabulation of umb r of u tom r again t numb r of branch 
L I B k oca an ~s 

No of Branches/No 0-10 10 -- 20 20 -- 30 30-40 40-50 0 r 50 !Total 
of u tomer 

Less than 10000 2 0 0 0 0 0 2 

10000 - 40000 2 1 0 0 ·o 0 3 
40000 - 70000 l l 1 0 0 0 3 

70000 - 1 00000 4 l 0 0 0 0 5 

Over 100000 3 0 0 0 0 1 4 

TOTAL 12 3 1 0 0 1 17 

Table 29- ro s Tabulation of umber of u tomer again t numb r of brancbe 
F B ks ore•gn an 

INo of Branche 0 0-10 10- 20- 30- 40- Over Total 

ofCu tomer 20 130 40 50 so 
Less than l 0000 0 0 0 0 0 0 0 

l 0000 - 40000 4 0 0 0 0 0 4 

40000 - 70000 1 0 1 0 0 0 2 

~OOQO - 1 0000_0 0 0 0 0 0 0 0 

O ver 100000 0 0 0 0 0 2 2 
TOTAL 5 0 1 0 0 2 8 

The tables above summarise the size of the bank in terms of number of branches. All the 

s that had o er 1 million customers had o er 50 branches country-wide while only onr. 

of the local banks that had o er 1 million customers had o er 50 branches country-v ide. 
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It can th n be deduced that . s ha e au mpted to rauonah th tr iz in t nn o 

ustomers number ofbranch and total ass ts. By ha ing a large branch nel\\Ork. thts 

\\Ould allo the stole erage id g nerated in one g ographical area to th r ar as. 

4.3.5 ir t mo er d aotag 

50 
50 

100 

bout half the MNBs reported ha ing being the first to bring a product into the market 

compared v ith only 22 % of the local banks ' hich reported being first to bring a product to 

the market. 

4.3.6 o t d antage 

100 
0 

1 0 

The table abo e summarises the cost ad antages gained from operating in Kenya . II s 

reported a cost ad antage of operating in the country whjle onJy 65 per cent of the local 

banks reported of cost ad antages of operating in Kenya. 
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4 .6 owl dg of the local n iron men 

T bl 33 Kn I d a e owe 1ge o fT astes, P f, nee and ife tyl rei ere 
!Knowledge of % % 

re pon e re ponse 
Local foreign 
Banks Banks 

Tastes 58.82 67.50 
Preferences 65.29 67.50 
Lifestyles 76.94 75.00 

Tables 30 and 31 show that both the local banks and the MNBs both ha e and equal 

knowledge of the environment tastes and preferences. However from tables 18 19 20 and 28 

it can be deduced that MNBs use their knowledge of the environment tastes and preferences 

together with their superior information technology to bring about new and qual it products 

into the market. 

4.3.7. trategic alliance Merger and Acquisiton 

Table 34 -Cor oration with other Banks Table 35 - M er er 

orporatioo % Merged % 
' ith other re pone with other r poo e 
Bank Local Bank for ign 

Bank Bank 
75 Yes 18 25 

0 25 0 82 75 

The research study found out that majority (75%) of the foreign banks co-operate more with 

other banks only 24% of the local banks co-operate with other banks. There are only 11 

MNBs operating in Kenya which each having to compete the remaining against 32 local 
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banks. Due to this increased competition locally Bs form trategic alliances " ith each 

other in ord r to fight aggre sively to reate new marke , g in market share, or in some 

c es hold market share. 

able 36- T aken over activitie of other 
Banks 

% 
re pon e 

ocal 
Banks 

% 
re pon e 
foreign 
Banks 

24 37.5 
76 62.5 

Tables 32 and 33 show that there were not many mergers or acquisitions in the banking 

sector. 

4.3.8. Government istaoce 

Table 37- Government a i tance to Banks 

Government a istance % re pon e Local % re pon e foreign 
Banks Banks 

Yes 29 0 

No 71 100 

The abo e results indicate that some that some (29%) of the local banks rece1 ~ 

Government assistance. It should be noted that the banks that recei ed government assistance 

are those which the go emment bad some ownership. The banks that had no go ernment 

in ol ement did not receive go ernment assistance. o C bank reported recei ing 

government assistance. 
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HAPT R 

Di cu ion onclu ion and Recommendation 

Th1s chapter discusses summarises and concludes on the findings of the study in relation to 

th objecti es put forward in chapter one. 3tudy Limitations and recomm ndations a.!l i 

suggestions for further research are also presented. 

The objecti e of this study was to determine the factors that gi es multinational 

organisations an ad antage over local companies in Kenya, specifically between foreign and 

local companies in the banking sector and how these factors enable MN s to exploit 

opportunities in Kenya. The study also set out to determine the factors that make 

multinationals more successful than local or domestic companies in Kenya. 

Many studies ha e been carried out on the subject of competiti e ad antage of companies or 

fi rms. Howe er in the literature search most of the articles and research ha e been done in 

the Western world and the United States in particular has taken a lead in this area. Though 

the factors gi ing companies ad antages discussed in the literature are prevalent in Kenya, as 

in many other countries, very little information apart from that found in newspapers 

magazines and journals was specific to Kenya. 

5.2 Cooclu ion 

From the research findings presented in chapter four of this study a number of conclusions 

can be made. These conclusions are discussed below in light of the objectives of this study. 

The Kenyan banking sector is changing in many ways. Some of the medium sized local 

anks are beginning to compete with the large multinationals. Formerly non-banking 
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i uturions hke Diamond Trust and K-rep are trying to re-in ent th m el es through re­

brandin and are taking on the big multinationals like tandard bartered and Barclays. 

However from the survey it is evident that there are 4 basic factors that gi e banks 

operational superiority over the local banks in airobi . he first is size the second is 

technology ~ hich brings about quality of service and products the third bank image and the 

forth is human resource. 

One of the most important assets of a company is the human resources. They are the real 

assets insofar as they represent the delivery capacity and capability of the organization. This 

is because all the activities of any enterprise are initiated and detennined by the persons who 

make up that institution. All the commercial banks realise this as most of them employ highly 

qualified staff. However C banks pay their staff better to ensure that they not only get 

the most qualified but also the best in the market 

C banks not only remunerate their employees better they also base promotions to seruor 

management positions on perfonnance unlike local banks that base them on number of years 

worked. This has the effect of improving the bottom line of the bank as staff are encouraged 

to work harder as promotions are based performance. MNC banks have younger senior 

managers than the local banks do. This is probably done because these mangers are more 

innovati e and are able to come up with new products and/or services unlike the local banks 

managers who are much older. 

1ze in tenns of number of customers number of branches and investments made does 

matter. Even though a large bank is more difficult to run than a smaller one due to the high 
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ri ks m oh·ed in servmg customers and the colossal amount of money in est d . 

Multinational banks ha e rationalised their sizes and ha e been able to achie e efficiency of 

operations. 

From the survey another factor that gi e C banks an edge o er local banks is technology. 

The study showed that technology is key in the deli ery of services with most of the 

banks having a specific department for IT issues. Technology is key in the deli ery 'Jf 

services of C banks. All of the banks bad a detailed awareness of the environment 

culture tastes and preferences. Today customer demands are hinged on changing life styles 

and exposure to other banking systems and it is the ability of Cs banks to inno ate come 

up with new products that gives them an advantage. 

Local commercial bank image has not raised enough confidence to attract significant 

business from their multinational competitors. Indeed most of the services that are on offer 

by this banks are not well known. MNC banks on the other hand are continuously brandiitg 

and re-branding themselves and carrying out extensive advertising campaigns to make their 

customers aware of their product. 

Most of the MNC banks have corporations with other banks especially outside the country. 

Very fe\1 local banks have strategic alliances with other banks. Local banks need to build 

stronger ties with banks and corporations around the world to pre ent their clients going to 

the foreign competition. 
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R ults from lhe study shov that mergers and acquisitions are o not give any ad ant e but 

rather strategic alliances played a mor fundamental role in gi ing the s an • dge o er 

the local banks. 

Government assistance goes hand-in-hand with Go ernment m nership. Th go ernmenl 

only assists those banks in which it has part ownership. Go ernrnent ownership is more of 

hindrance than an ad antage as the go ernment controls most of the decision making of these 

banks. 

Local banks have not been able to use effectively factors such as lower costs of operating in 

Kenya and knowledge of the local en ironment and cultural knowledge to gain an 

ad antage o er local banks in Kenya. Local banks and companies in Kenya need to use this 

factors to be able to gain an ad antage o er the MNCs that are operating in Kenya. 

5.3 Limitation of the tudy 

This study focused on an industry where confidentiality is a major component of business 

Banks generally operate on the basis that most information especially that concerning their 

clients and that of the internal bank operations is kept confidential. This v as a major 

limitation as deduced from the study. 

The questionnaires were also structured with this in mind by asking questions that were not 

deemed to seek confidential information about the banks staff. its customers or its operations. 

The questions~ ere therefore to a great e tent of a general nature. 
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Th questionnaire v as not structured in a way that only one senior manag r could ans .. r, 

th questionnaire had to go to s era! managers so that each one could hat h or sh felt 

the} were in charge of. This made the study time consuming and use of a lot of re ources 

going to find out if the questionnaire had been completed. 

s.- ugge tion for further tud 

This study focused on the service industry particularly the banking sector an industry v ere 

there is a lot of confidentiality to information. The results and conclusions drawn are from 

th service industry. The study can be extended to the manufacturing industry to provide:! a 

clearer picture of what gives Cs operational superiority o er local companies in Kenya. 

When looking at the size of the bank this was looked at in terms of total investments made 

wh1ch is not a good indicator of a banks performance. A study can be done taking into 

consideration other factors such as profit after tax to see if conclusion arrived at are the same. 

The study noted that brand image and knowledge of the banks services is an important factor 

in giving MNBs an advantage. This however looked at from the banks point of iew. Futur · 

should consider the customers perception on the bank image and the services it provides. 

The Government plays a big role in the both the service or manufacturing industries 

especially in those companies in v hich it has some ownership like KCB NBK or Co-op 

bank. study can be done to see if the Go ernment influences the factors that make MN s 

more successful than local companies. 
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. PPE 

D ar Sir adam 

f; narn is Phyllis W Mwaniki and I am a post-graduate stud nt in th ni ersity of 
Tairobi . In partial fulfilment of the requirement of for the a-. ard of · t rs of Business 

Administration MBA I am conducting a study on Factor that a count for operational 
uperiority of multi11ationa/ companie over local compani ca e tudy of baukiug 

sector;, airobi. Your organisation has therefore been selected to fom1 a part of this study. 
To trus end I kindly request your assistance in completing the questionnaire and pro ide any 
other relevant information to this study 

The results ofthe research will be for academic purposes only but the fmdings can be a ailed 
to you upon request The information recei ed will be treated in the strictest manner. 

PLEASE ansv er the questionnaire as accurately as possible and once it is completed enclose 
it in the en elope pro ided and I ill then come and pick it from your office. 

If you have any queries or need clarification about tills project please call me on 3201-5694 
or 0722721703 or email me at p m aniki@vahoo.com 

Thanking you in ad ance for agreeing to participate in this research project. 

yllis W. Mwaniki 
Student ID D/61 /P/8534/2000 
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APPE D II 

Q 10 AIRE- TI 0 p 

Organi atiooal Detail 

runeofCompany ---------------------------------------------

Location 

In which year was your company founded 

Which year was your company incorporated in Kenya 

Factor Conditions 

Human Resource and Managerial e perieoce 

I. How many employees does the bank ha e 

Less than 100 I I 100-200 ..-1 ----,1200-500 .__I _......~ 
0 er 500 I I Don t Know I I 

2. What is the a erage le el of education of employees of your bank 

Post-Graduate I 
:=::::::~ 

Graduate :::::=~!Diploma '--1 _-...J 

~....----JI Please Specify ------Certificate Other 

3. Wbat is the a erage salary of employees in your bank 

Less than 10 oool I 10 oo0-30 ooo[~30, 0-60 oool~-_.-.~ 
6o oo -too ooo I I o er 1 oo coo I I 

4. Does the company send employees foro ersees training 

es ,_[ _ ___. 0 

5. What is the a erage age of managers in your company 

25-301 '--_ __. 30-40 L-1 _ __, 40-sol ..._ _-...J o er 50 

6. What is the minimum le el of education for one to be a manager in your company 



Post -Graduate 
.------, 

Certificate 

Graduate 

Other 

Diploma 

.-----.1 Please pecify ------

What is the minimum number of years one needs to ha e v orked before becoming a 

manager 

Less than a year 

5-10 years 

1-5 years 

Over l 0 years 

What is the average salary of senior maoagers in your bank 

1 oo ooo-1 so,oooiL--_~I1so ooo-200 ooo I 1250, o-300 oo ';::==:=:::::, 
350 000-500 oool I Over 500 000 I I 

Technology 

9. U you were to estimate the level of IT investment for your bank compared to other assets 

what would be your best estimate 

Less than 1 per cent of the total investment 

Up to 5 per cent 

0 er 1 0 per cent 

Don t know 

l 0. Does your bank have a department exclusively for IT activities 

Yes ._I __ _. 0 L-1 _ ___, 

11. Does your company use speciaUzed technology enhance services that it provides to its 

customers 

Yes oL-1 _ _... 

69 



Branding and Trade arne 

L. Please tick the services that you offer to your customers 

PersonaVRetail Banking 

Business Banking /Business Financial services 

Corporate Banking 

Global Services 

Kindly list any which are not included in the list above 

13. Are these services well known in the market 

Yes 0 

14. Does name of the company affect the amount of business that is brought into the 

company 

Yes 0 

ize 

15. To" hich category does your company belong to in terms of its in estment in Kenya 

(Figures in Kshs '000 

Less than 200 000 

200 000 - 500 000 

500 000 - 1 000,000 

0 er 1 000,000 

Don t know 

16. How many customers does your company have (Figures in '000 

Less than 100 I I 100-200 [=oJ 200-500 I l 5oo-1ooo CJ 
0 er 1000 Don tKnow 

17. How many branches in Kenya does the company ha e 
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o - 1o .__I _ __. 

30-401 L----' 

Go ernment 

10 - 201._ -~ 

40-501 ....._ _ ___. 

20-30 

0 er 5 

18. Below are some ofthe incenti es the go emment provides. Please tick those that apply to 

your company 

Concessions on duties 

Concessions on Tariffs 

Concessions on Taxes 

Go ernrnent Grants 

Government Subsidies 

Please list any others 

Alliance 

19. Do you co-operate other branches of your bank in other countries 

Yes 0 

20. Do you co-operate with other banks in Kenya 

Yes I I o I I 

21. Ha e you merged with any bank s) in Kenya 

Yes I ~o 

22. Have you taken o er activities of any bank in Kenya 

Yes 0 
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APPE m 

QUE TIO 0 p 

Organi ational Detail 

runeofCompany ---------------------------------------------

Location 

In which year was your company founded 

etworks 

l. Does your company have any relationships with other Jocal firms 

Yes I I I I 

2. If yes what type of relationship exists between your company and the other locallinns 

Human Resources 

3. How many employees does the bank ha e 

Less than 100 

0 er 500 

10 -20 

Over 1000 

====l2oo-5oo I._______. 
l 

4. What is the a erage Je el of education of employees of your bank 

Post-Graduate ~~ ===::::: 
Certificate Other 

Graduate Diploma 
~.!:::::::::;----' 

~.----___.1 Please pecify -----

5. What is the average salary of employees in your bank 

Less than 10 ooo I l1o 000-30 oool bo 000-60 ooo.__l _ __, 

60,00 -100 000 I I Over 100 000 I I 
6. What is the average age of managers in your company 

25-3o .__I _ __. 3o-4o IL--___. 4o-5o I.__ _ __, over 50 

7. What is the minimum le e) of education for one to be a manager in your company 
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Post-Graduate Diploma 
,..-----, 

ertificate 

Graduate 

Other ~-,I Pl ase pecify -----

What is the minimum number of years one needs to ha e worked before b coming a 

manager 

Less than a year 

5-10 years 

1-5 years 

0 er 10 years 

9. What is the a erage salary of senior managers in your bank 

1 oo ooo-tso ooo I I 1so ooo-200 ooo I l2so o o-300 oool '----J 

3so o o-soo ooo I I o er soo o o I I 

Size 

10. To which category does your company belong to in terms of its in estment in Kenya 

(Figures in Kshs '000) 

Less than 10,000 

10 000 - 100 000 

l 00 000 - 200 000 

Over 200 000 

Don tknow 

11 . How many customers does your company ha e (Figures in '000) 

Less than 100 I I 100-200 I 1200-500 I I 
0 er 1000 Don't Know 

12. Hov many branches in Kenya does the company have 

0 - 10 

30-40 

Fir t mo er dvantage 

10 - 20 ~-.I _ _J 

4o-so ._I _ _J 

20-30 

Over 50 

500-1 000 '--' _ _J 

13. Has your company ever been the first to bring a product into the market 

Yes 0 
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14. If yes ' hat was the product 

Co t d an age 

15. Are there any cost advantages gained by lhe finn operating in Ken a 

16. Yes I.__ _ __. o I.__ _ __, 

17. If yes please list some ofthe cost ad antages -------------

Knowledge of the local E nvironment and culture 

18. Do You think your company has a good understanding of the following in Kenya. Please 

tick those You think the company has a good understanding of 

Population factors such as population density population growth rates 

A erage income of Kenyans 

atural resources 

lnfrastructural Development 

Economic De elopment 

19. Do You think your company has a good understanding of the following. Please tick 

those You think the company bas a good understanding of 

Peoples tastes I I 
Peoples Preferences I I 

Peoples lifestyles 
I I ,_...., ---,1 

Go mment Protection and i tance 

20. Below are some of the incenti es the go ernrnent pro ides. Please tick lhose that apply to 

your company 

Concessions on duties 
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Concessions on Tariffs 

Concessions on Taxes 

Go ernment Grants 

Government Subsidies 

21. Please list any others 

Thank you for taki11g time to a11swer thi que tiomtaire 
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T 10 8 I 
1. Bank of Baroda 
2. Bank of India 
3. Barclays Bank 
4. Citibank . . 
5. Credit Agricole lndosuez 
6. Dubai 
7. Habib AZ Zurich 
8. Habib Bank 
9. Middle East Bank 
10. Stanbic 
11. Standard Chartered 

LOCAL BANKS I KE A 
1. African Banking Corporation 
2. Akiba 
3. CFC 
4. Charterhouse Bank 
5. Chase 
6. City Finance 
7. Commercial Bank of Africa 
8. Consolidated Bank 
9. Co-Operative Bank 
10. Credit Bank 
11. Daima Bank 
12. Delphis 
13. Development Bank 
14. Diamond Trust 
15. Equatorial Commercial 
16. Fidelity Commercial 
17. First American 
18. Fina 
19. Giro Commercial 
20. Guardian 
21. Imperial 
22. Industrial Development Bank 
23. Investment and Mortgages 
24. Kenya Commercial Bank 
25. K-Rep 
26. ational Bank 
27. ational industrial redit 
28. Paramount - Uni ersal 
29. Prime Bank 
30. Southern Credit 
31. Transnational 
32. ictoria Commercial 
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