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ABSTRACT

International Business entails business transati@tween businesses, countries, governments,
individuals and it involves goods and services.

Credit availability affects the entry strategymftiltinational by the fact that any failure to get
access to external finance, or reduced internaldity, hampers the firm ability to finance the

recurrent costs to serve foreign markets and dsesgfa@ms’ survival in foreign markets.

This study is to bridge the knowledge gap by tedeining the application of credit availability
as a market entry attraction to multinational firm&® Kenya focusing at Barclays Bank. The
study sought to answer the questions how do banits &s Barclays Bank of Kenya apply such
market attractions like credit availability to enicage entry into the Kenyan market?

The objective of the study was to determine thelieggon of credit availability as a market
entry attraction to multinational firms into Kenwadth special reference to Barclays Bank.

The study used primary data which was collectedguan interview guide that has open-ended
guestions that enabled to collect qualitative dagawell as get a better understanding and
insightful interpretation of the results from thady.

The study found out that Barclays Bank does offarious credit facilities to facilitate
multinationals have operations in Kenya therefodoes use credit availability as a market entry

attraction for multinationals to operate in Kenya.



TABLE OF CONTENTS

D L=Tol I T 1 o] o PP PRRPPPPPPPPRPPI ii
F o L0111 =T (o =T 0 =T o £ iii
[DZ=T o [{or= 1[0 o [P P PP EP PP iv
Y 0511 =T PP PP PP RPPT PP Y
ADDreviations AN ACIONYIMS ......uiiiie oottt e e e e e e e e e e e e e e e e e st e e anaeeeeeebnnsn e e s IX
CHAPTER ONE: INTRODUCTION ...ttt ee e eeeeeea e e eaeees 1
1.1 Background Of the STUAY .......coooo oo 1
1.1.1 Market @Nntry SIralEQIES .........cceeewmmmmmm e eeeeeeeeeeiarrnnniaaaaaaaeaeaaeeeeeeeeeeeaeeeeeeesssrnnnnnnnes 4
1.1.2 Market entry attraCliONS ........uueueuuiiieee et e e e e e e e e e e e e e e e e e e e eeeeeraannes 4
1.1.3 Credit AVAIIADIILY .......coeeeeeiii e 5
1.1.4 Banking Industry and credit AVAIlability . ..ccoovviiieeiiiciiee e, 5
1.1.5 Barclays Bank Of KENYA...........oouuiimieeeeiieiiiiii s 7
1.2 RESEAICN PrODIBIM ..ot e e e 8
1.3 RESEAICN ODJECHIVE ....ceeeeeeiieii e eeeee et e et e e e e e e e e e e e e e e eeeeennnes 9
I Y[ L= 1 L= (1o PSSP 9
CHAPTER TWO: LITERATURE REVIEW ... 10
P2 I [ g1 (oTo (U Tox o] o H TSP P PP PP PPPPPPP 10
A 11 L= 1 (=T [ =S PP 10
2.3 CONCEPL OF CrOAIT....eeeieiietiiiie e eeeeee et s e e e e e e e e e e e e e e eeeeennnnnes 12
2.4 Multinational Market ENtry Strat@QIesS. ... eeeeeereeuuuruiiiiiiaaaaaeeeeeeeeeeeeeeeeeeeeeeeeeeennenees 16
2.4.1 Stake of the Multinational COrporationS .............ccoeriieeeeeeeiieeeeeeeeiiii s 16

Vi



2.4.2 Stake Of the NOSt COUNIIY .......cciii e as 17

2.4.3 Local Contribution to Multinational COrpOIGIIS. ..............ciieieiieeeeeeeeieeeeeeeees e 17
2.4.4 LeVEl Of RISKS.....ciiiiiiiiiiiiiic ettt ettt s e e e e e e e e e e 18
2.4.5 Intensity Of COMPETLITION .......uuuuiiii et eas 18
2.4.6 Resource commitment and scope of the project............oooviiiiiiiiieceeeeeen 19
2.4.7 Government Restrictions in terms of laws @agililations. ... ieeenn 19
2.4.8 Size of the Multinational Corporations ............coooiiiiiiiiiiiiii e 20
CHAPTER THREE RESEARCH METHODOLOGY :..coiiiiiiiiiiiiiiieeeeeeeiie et 21
I I [ o (o To (¥ Tox o] o H OO TSP PP TP PP PPPPPPPPPP 21
G =TS Lo o T I T [ | o P PRSSR 21
R B = = W O 0| =T 1 o] o H PP PP PPPPP 21
G - = A =1 22
CHAPTER FOUR: DATA ANALY SIS, RESULTSAND DISCUSSION.......ccccvviiiieeiennnnnnn. 23
v I [ 11 70 o 1§ Tox 1 o o H PP ETP PP 23
4.2 General INfOrMEatION.........cooiiiiiii i et e e 23
4.3 Role played by Barclays Bank in attracting igmenvestments in Kenya. ..................... 23.

4.4 Initiatives taken by the management of BarcBask to attract the market on its credit

products to multinational COMPANIES. .........commmerrrnrierieeeeeeeeree e ————————— e aaa 24
4.4.1 What strategies does Barclays bank haveducieg information costs to multinational?25
4.4.2 Factors considered by Barclays while lendingultinational companies..................... 3.2

4.4.3Challenges facing Barclays Bank while lendmguultinationals ...............ccccoeviieiiiieees 26

vii



4.4.4 Conditions set by Barclays bank when dealiity multinational firms ....................... 26

4.4.5 Challenges that Barclays bank face in fatifiy credit to multinational firms............. 27

4.4.6 Financial INterMETIAIIES. ..........uiiieeeeie e e e e e e e e 27
4.4.7 Competition in the Banking INAUSEIY ... 28
4.5 DiscusSIioNs Of KeY FINAINGS ...ccovviiiiiiieeeiiiiiiiiiis ettt eenane e 29

4.5.1 Initiatives taken by the management of BgcBank to attract and market its credit

products to multinational COMPANIES.........cewmmmeerririeeeeeeeeeeeer e aeeaes 29

4.5.2 Challenges that Barclays bank face in fatihigy credit to multinational firms.............. 30
CHAPTER FIVE: SUMMARY, CONCLUSIONS AND RECOMMENDATIONS............ 31
ST A [ g (o To [FTox o] o F TSP P PP PP PPPPPPPPPP 31
5.2 SUMMATY O fINAINGS. ...t e e e e e e e e e eees 31
IR O] o[ 11 ] o] o HE PP PP PPPPPPPPPPPPPPN 33
5.4 Limitations Of the STUAY.......coiiiiii e e e e e e e e e e e e eees 34
5.5 Recommendations for the 0rganiZation ... .. .......erniee e eee e 34
5.6 Recommendations for policy and PracCtiCe ... coiviriiiiiiiiiiiiiiiie e e 35
5.7 Recommendation for FUrher STUAIES ... .o eoiiiiiiieiee e 35
REFERENGCES ...t e e e e e e e 36
APPENDICES ... e ettt e et e e e e e e e e e e e e 38
APPENDIX I: UNIVERSITY INTRODUCTORY LETTER....coieeiiiieeee e 38
APPENDIX 1 INTERVIEW GUIDE ..... oot 40

APPLICATION OF CREDIT AVAILABILITY BY BARCLAYS BANK OF KENYA AS A
MARKET ENTRY ATTRACTION .....ouiiiiii e 40



ABBREVIATIONSAND ACRONYMS

MNC’s Multinational Corporations

GDP Gross Domestic Product

NGO Non -governmental Organizations
BPT Bargaining Power Theory

TCA Transactional Cost Analysis

BBK Barclays Bank of Kenya

ATI African Trade Insurance Agency
EPC Export Promotion Council

CRM  Customer Relationship System



CHAPTER ONE

INTRODUCTION
1.1 Background of the Study
International Business entails business transact@tween businesses, countries, governments,
individuals and it involves goods and services. &dield of study it is based on three
cornerstones namely participants, activities amddhvironment in international business. The
participants include governments, individuals, anthpanies, inter governmental organisations,
NGO’s and financial institutions. The activitiexlinde exports, imports, portfolio investments
and direct investments.
The credit availability affects the entry strategymultinational by the fact that any failure tat ge
access to external finance, or reduced internaldity, hampers the firm ability to finance the
recurrent costs to serve foreign markets and deesedirm survival in foreign markets.
Additionally, financial constraints act as a bartie firms foreign expansion by decreasing the
firms ability to finance the entry costs into nexpert markets; thus, they push firms to avoid
losing destinations and by the same token may aseréirms survival in a given foreign market.
Environmental events tend to be more complex foitimational firms than they are for
corporations operating within one nation becausy flace multiple political, economic, legal,
social and cultural changes at varying rates it &acintry they do business in (Kim and Olsen,
1993). In order to be effective while growing, hibality organizations must respond to the
opportunities, challenges, risks and limitationsgubby the external environment (Costa, 1997).
To better understand the external forces of chamgk so develop effective responses which

secure or improve their position in the future, amgations need to scan their business



environment (Auster and Choo, 1994). In this conptervironmental scanning may be regarded
as the acquisition and use of information aboutnts/etrends, and relationships in an
organization’s external environment, the knowledgewhich would assist management in
planning the organization’s future course of ac(iGnsta and Teare, 1996; Hambrick, 1982).
Companies that want to expand their activities limbgl markets need to expand in foreign
markets will be influenced by the internal and ex#é environment of the target country by
conducting a market research and analysis. Onkeofundamental steps that need to be taken
prior to beginning international marketing is thevieonmental analysislt is very important that
an organization considers its environment beforgifmng the marketing process. In fact,
environmental analysis will determine whether ot agiven company will enter in the foreign
market.

It is very important for companies whether in dotiwesr international, large or small, that want
to conduct business without taking in consideratio@ political environment of the country
where they intend to operate (Cateora & Graham9Jl98n examination of target country’s
political orientation and environment is part oé threliminary screening stage of market select.
Any company considering doing business outsidéa@t town country should carefully study the
government structure of the target market as veetha political systems of the targeted country.
Interest in politics is the first dimension listad many frameworks examining export
environments. This is largely due to the fact, igmefirms must endeavour to make their
activities politically acceptable or they may bebjsgted to politically condoned harassment
(Cateora & Graham, 1999).

Government involvements in business are related miking policies how best to promote the

national interest. Any firm engaging in internabmmarketing should also be aware of the



importance of sovereignty to national governmemtd ds consequences for global business
(Keegan & Schlegelmilch, 2001).

The legal environment is an important variable dosider in international business due to the
impacts that court of law decisions may have upomompany’s globalisation attempts.
Companies face a vast amount of problems in thHorte to develop successful global
marketing programs. Just as cultural, politicabgyaphical differences pose as threats to global
firms so too do the varying legal systems of theldvand their affect on business transactions
(Cateora & Graham, 1999).

The international marketer needs to pay attenbaié economic development and performance
of a country in international business. The stadgeconomic growth within a country has a great
impact firms’ international strategies. Economiowth affects a countries attitude towards
foreign business activity, the demand for goods #@ned distribution system found within the
country.

So, a study of the economic climate is importapeeglly to gain understanding with regard to
developing countries and secondly in respect toketapotential and market growth. The
existing level of economic development allows thenfto estimate the degree of market
potential as well as allowing them to prepare fwsr@mic shifts and emerging markets (Cateora
& Graham, 1999).

According to Dunning (1993), a multinational orrartsnational enterprise is an enterprise that
engages in foreign direct investment and owns otrots value-adding activities in more than
one country.

In respect of international expansion, Hoffman &uthniederjans (1990) stress that although it

offers many benefits to the firms operating, thare also many complex issues associated with



global expansion. Some of these issues have beatifidd by Dymsza (1992) who highlights
the following as the most relevant: firm must deah multiple political, economic, legal, social
and cultural environments as well as various rateshange within each of them, between
national and foreign environments are complex b&eaof national sovereignty issues and
widely differing economic and social conditionsparation, cultural and national differences,
and variations in business practices all tend teem@mmmunication between headquarters and
overseas affiliates difficult, of present and fet@ompetition may be more difficult to undertake
in a number of countries because of differencaeaduastrial structure and business practices and
degree of significant economic, marketing and othfarmation required for planning varies a

great deal among countries in availability, deptt eeliability.

1.1.1 Market entry strategies

Multinational firms use different entry strategiesorder to penetrate a particular market they
are interested in operating. The entry strategifisd@pend on the level of control they would
wish to have over operations. They include joinhtuees, franchising, strategic alliances,
mergers & acquisitions as well as establish aicglahip with a foreign agent or distributor or
set up a local office in the intended market.

1.1.2 Market entry attractions

It is necessary to understand the context withirckvl country’s political, economic, and social
institutions have emerged, its history, geographyture, and demography while thinking of
emerging in foreign markets. It is difficult to werdtand the business environment in a country
without studying the current political system andtitutions, government policies, and a variety

of data and other information on the country’s exo.



There are many market attractions that influenderary into foreign markets.. However each
single organisation will be more attracted to aetgp attraction depending on their backgrounds,
nature of the company, strategic objectives as aglthe resources. In many cases, there are
many obstacles that companies have to meet whilielidg to enter other markets, for example;
safety, environmental, packaging, labeling, patemésiemarks and copyrights, are factors that
businesses depend on being successful. The compidinlge interested to invest in country
where it can run smooth business having overcomelistacles.

1.1.3 Credit Availability

The availability of credit depends on a bank's allexposure to a given country (each bank
applies a 'country limit") or commodity, and the oellateral value (assets, stocks) an individual
borrower may be able to provide (pledge).

The cost of credit to a borrower is built up frohretregular lending rate to include all the
considerations discussed under trend and traddfispesks. Each consideration adds to the base
lending rate until one arrives at an interest i@tavhich both the risk factors and the bank's
profitability are adequately covered. This is wiepnding rates differ from country to country,
and from borrower to borrower.

1.1.4 Banking Industry and credit Availability

Almost half of MNCS have a credit facility of sonmkend from a bank or other financial
institution long-term relationships enable banksctllect private information on the credit
worthiness of MNCS firms. Recent evidence suggtsis the cost of credit is reduced when
banks forge relationships with MNCS. Petersen amaghiR find that MNCS firms that have
established a relationship with a bank are less\liko use expensive trade credit, and Berger

and Udell (1995) find that MNCS firms with bankinglationships pay lower interest rates on



lines of credit. There has been a recent trendrbwereased competition in the banking sector.
Banks are no longer protected from com-petitiorbhyriers to in-state branching and interstate
banking. Moreover, nonbank financial institutioressé become increasingly important providers
of credit to new businesses. In recent years, abeurof studies have questioned how these
developments toward increased competition will @ffelationship lending. Competition makes
it easier for borrowers to switch lenders, which caduce the incentive to invest in relationships
at the outset. On the other hand, Boot and Thak@®d(Q) argue that competition may raise the
rewards to activities that allow lenders to differate themselves from other lenders, thereby
raising the incentive to invest in relationshipsevBlopments toward greater competition have
probably reduced the costs of providing credit eerage. Conventional analysis of market
power would clearly predict that more market opasnand an expansion of the number of
competitors should lead to reduced prices, makusgoeners better off.

Petersen and Rajan (1995) present a model in whiatket power helps new businesses by
allowing banks to forge long-term relationshipshaihem. They argue that with market power,
banks can subsidize borrowers during some periedause they can extract rents during other
times. In competitive markets, however, firms haeeess to alternative sources of credit, so
banks cannot offer low prices early on because thek the market power to recover those
investments later.

Entrepreneurship and Bank Credit Availability alahgse lines, While Cetorelli and Gambera
(2001) find that industries that rely heavily ontesral finance grow faster in countries with
concentrated banking systems than they do in cesntvith more open and competitive
banking, they find a negative overall effect of kiag concentration on economic growth.

Fisman and Raturi (2000) use data from five Africanntries to show that trade credit is more



prevalent when suppliers are in competitive indestr Recent cross-country evidence also
suggests that banking competition fosters a mommpetitive and open industrial sector,
particularly for bank-dependent sectors (Cetoréld01)). Cetorelli argues that banks with
market power may favor firms with whom they haveeatly established long-term relationships,
thereby reducing credit availability to potentiadw firms who threaten to compete with
incumbents and render the bank's loans to thosemibents less valuable. Thus, even though
concentration in banking may raise the rewardsvestments in long-term relationship, banking
concentration may still harm potential entrepreadooking to start new businesses.

1.1.5 Barclays Bank of Kenya

Barclays Bank is one of the leading banks in Kelmgaing opened its doors in 1916. Barclays
Bank of Kenya is currently the largest businesg imthe Barclays Africa family in terms of
contribution to profit and size of operations. len¢a, it boasts of a balance sheet worth US$ 1
billion, which is equivalent to 10% of the counsryGDP. Barclays Kenya was listed on the
Nairobi Stock Exchange in 1986 and currently ha®@3 shareholders. Barclays has the largest
range of card products offering in the market antti$ the largest market share. The bank's
financial performance over the years has built icemfice among its shareholders, with a
reputation as one of the leading blue chip compaarethe Nairobi Stock Exchange. Barclays
has provided custodial and securities servicesammnstitutional investors since it was started
300 years.

Barclays bank of Kenya has 117 branches aroundadhetry of Kenya. The financial service of
this bank is of international standards. The bark leading institution in matters of retail market
in Kenya. Almost 30% of the retail market sharekahnya is under the control of Barclays.

Computer and web linkage in all the branches helphe smooth transactions within all the



branches. It also has the highest number of Autedh@tller Machines (ATMs) in Kenya with
over 236 ATMs spread across the country.

1.2 Resear ch Problem

Most scholars trace the first attempt to systeraliyi@xplain the activities of firms outside their
natural boundaries to Hymer’'s 1960 dissertatiorbljpbed in Hymer, 1976). By observing a
substantial growth in the activities of US firmsr@dd, he found that in order to compete with
indigenous firms, foreign entrants must possessesspecific advantages including intellectual
property rights and intangible assets embodiedhm human capital of the firm, such as
management, engineering, marketing and financgdludities. These specific advantages give a
firm some degree of monopolist power to overconee lgck of knowledge about local
environment innate in the local firms which foreigntrants can only acquire at a cost, and also
serve to compensate for the foreigner’s costs efatpg abroad.

Hymer (1996) argued that the existence of spedwhiatages is only the necessary condition for
foreign firms to invest successfully abroad, but yet enough to explain the motivation for
moving their production to another country. A fgmifirm can exploit its advantages through
producing at home and then exporting or througénking or making joint venture with local

partners.

Researchers have frequently analyzed issues relateulltinational activities. Damaris (2011)
studied corporate social responsibility of multioaél corporations. She concentrated on
corporate social responsibilities for the multioal firms listed in Nairobi stock exchange.
Susan (2011) studied factors influencing exit oftmational oil company. Onyoro 2011 studied
competitive strategies and performance of multoreti commercial banks in Kenya. However

the past studies have not addressed the applicatienedit availability by Barclays Bank of



Kenya as a market entry attraction.

This study was to bridge the knowledge gap by tterda@ning the application of credit
availability as a market entry attraction to mudtional firms into Kenya focusing at Barclays
Bank. The study sought to answer the questionsdwWwanks such as Barclays Bank of Kenya
apply such market attractions like credit avail@ptio encourage entry into the Kenyan market?
1.3 Resear ch Objective

The objective of the study was to determine thelieggon of credit availability as a market
entry attraction to multinational firms into Kenwath special reference to Barclays Bank.

1.4 Value of the Study

This study would be of great importance to the mgen@ent of multinational firms in
understanding the role of credit availability itratting international firms in Kenya. The study
increased managers understanding on how to usi avadable to expand to foreign markets.
To the government agencies and relevant authont@sld be helpful in designing the right
policies that will attract foreign firms in the amtwy so as to support financial institutions in
offering credit to multinational firms.

The study will be of importance to Barclays Bank iasvill help the bank to place itself
strategically so as to attract multinational comeanto bank with them hence increase its
clientele base and general performance. Alsodcetitire banking industry it will facilitate the
management with information in attracting interaaél firms in Kenya. To the general academic
fraternity it will be of great importance to futuaeademia in understanding and expounding on

the application of credit availability as a markatry attraction.



CHAPTER TWO

LITERATURE REVIEW
2.1 Introduction
This chapter summarizes the information from otregearchers who have carried out their
research in the same field of study. The specigas covered here are pricing entry mode and
theoretical framework, relevance of sustainablekb@inance and support mechanisms to
multinational companies and multinational markdt\eatrategies.
2.2 Entry Strategies
Major entry mode includes exporting, licensing/faising, joint ventures, and full ownership.
Exporting involves a company selling its physicedqucts which are manufactured outside the
target country to the target country (Tallman argkrikar, 1994). Licensing and franchising
arrangements are non equity associations betweenteanational company and a party in the
host country in which technology or managementesyst are transferred to the host party
(Shane, 1994). A joint venture is an arrangemerdralby the firm is required to share equity and
control of the venture with a partner from the homiintry. An additional entry alternative is full
ownership of facilities in the host country, wheyethe parent company takes a 100 percent
equity stake in the operation in the foreign coynkull ownership can involve either acquiring
an existing business or investing in new faciliieshe host country (Root, 1994). In weighing
foreign market entry alternatives, a central comsition is the level of control the firm will have
over the operation. Control has been defined &g &ability to influence systems, methods, and
decisions” (Anderson and Gatignon, 1986). In gdnesghen a firm moves from
licensing/franchising to joint venture to wholly-aed subsidiary (WOS), the firm’s investment

and the degree of control that the firm has overgperations increase (Root, 1994).
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While exporting is generally viewed as a low commant form of market entry, it is not as
easily classified on this continuum. As has beetedhon prior studies, there can be a wide
spectrum of commitment and control of the exporfings, since some exporting arrangements
(i.e. indirect exporting) simply involve selling t@an intermediary such as an export trading
company, while other arrangements involve forgietatronships with distributors. For this
reason, past theories of modal choice have not designed to predict the choice between
exporting and the other three alternatives (e.markili and Rao, 1993). An additional factor that
makes it difficult to compare exporting cases toeotmodes of entry is that exporting involves
production in the home country, while the other e®dvolve production in the host country.
When a MNC approaches a host government aboutirgpiato a licensing, joint venture, or full
ownership mode of entry, the firm is acknowledgitngt it believes there are advantages
associated with host country production that wawt be afforded by exporting (Erramilli and
Rao, 1993). The main issue from a bargaining pgweespective (the theory being tested in this
study) becomes the level of control the MNC wilvbaover the venture. Exporting, however,
does not involve host country production and, hemmes not involve bargaining with the
government (at least not in the same context astther three types of arrangements). Thus, it is
not appropriate to compare exporting cases to siogn joint venture, and WOS cases. For this
reason, exporting cases are not included in odysisa

In the entry mode literature, there is a consenias two major theoretical perspectives have
emerged as viable frameworks for examining MNCgfymode choice (Tallman and Shenkar,
1994). The first framework, transaction cost analy$CA), has been used in several empirical
studies of Western MNCs’ entry mode choice (e.ge&rdn and Gatignon, 1986; Erramilli and

Rao, 1993). TCA theory posits that a company wii€rnalize operations that it can perform at a
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lower transaction cost than would be the casedffitm exported or entered into a contractual
arrangement with a local partner. The second framnewbargaining power (BP) theory, views
entry mode choice as an outcome of negotiationwdmat the firm and the government of the
host country. While the BP framework is well deyed from a theoretical standpoint, it has not
been tested as extensively as TCA in the entry nubaéce context, though there are a few
notable exceptions (Gomes-Casseres, 1990

2.3 Concept of credit

Among other factors, funding specificities of varsodimensions of enterprises arise from their
access to external financing funds. Furthermore dégree and form of an inclusion in financial
markets highly depends on the informational coststed to the proposed investment project and
its promoter. In addition to the information protlan service, financial intermediaries provide
“market knowledge, transaction efficiency and fungdi capability” (Santomero, 1997).
Moreover, banking intermediaries might locally po®/long-term relationship lending services
rather than pure transactions lending. In additothe latter, Berger and Udell (2005) argue that
transactions lending is not a single homogeneonding technology as it involves financial
statement lending, business credit scoring, asssteblending, factoring, fixed-asset lending and
leasing.

Credit availability and affordability to MNCs’ mawlso vary due to banking industry
consolidation, large corporate clients' orientatifomancial distress, foreign ownership presence,
MNCs’ financial capacity, investment potential arather “soft” or borrower-specific
information. With reference to the latter, Wenretral. (2007) state “the credit evaluation
technologies commonly used are very expensive and to increase operating costs, and as a

result, the interest rates charged by financiditutgons”. Therefore a logical conclusion would
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be that the banks will be more oriented towardlldiSCs’ debt finance.

Financial institutions should understand the lterga viability of the borrower's business and
focus on the strength of a borrower's business famanage risk rather than using portfolio
management models that rely primarily on genealis, such as borrower's geographic location
or industry.

Domestic producers and exporters routinely relyerternal capital because they have to incur
substantial upfront costs that cannot be finanagdobretained earnings or internal cash flows
from operations. These costs may be sunk, in theesthat they need to be paid only once upon
entry into an industry, market or product lineyecurrent per-period costs. Most upfront outlays
are fixed in nature and, once met, have no beammdirms’ scale of operations, such as
expenditures on R&D and product development, margeesearch, advertising, and investment
in fixed capital equipment. In addition, some vhlgaexpenses such 8 See for example Alfaro
and Charleton (2007) and Alfaro et al. (2009) dasrmediate input purchases, advance payments
to salaried workers, and land or equipment rengglsfare also typically sustained before
production and sales take place.

Production for foreign markets is even more depenhde external financing than manufacturing
for the home country for three reasons. First, expg is associated with additional upfront
expenditures.

Sunk and fixed costs of international trade incllekrning about the profitability of potential
export markets; making market-specific investmantapacity, product customization and
regulatory compliance; and setting up and maimagirforeign distribution networks. Variable
trade costs comprise mainly shipping, duties aawyit insurance. As with production, most of

these expenses have to be incurred before exp@riues are realized.
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While access to external finance is important inmalustries, some sectors depend considerably
more on the financial system. This variation wi & important source of identification in our
empirical analysis. The literature has identifiae important determinants of sectors’ financial
vulnerability that are technologically determinespgenous from the perspective of individual
firms, and innate to the manufacturing processninnaustry. First, firms in some sectors have
substantially greater liquidity needs because theg higher upfront costs and thus require more
outside capital (Rajan and Zingales, 1998)

Contracts between firms and investors are enfonadda certain probability, which in a world
with multiple economies depends on the countrytength of financial institutions. When a
financial contract is honored, the borrower reptngsinvestor; otherwise, the firm defaults and
the creditor claim the collateral. Industries, hoes differ in their reliance on outside finance
and in their availability of tangible assets, asaldbed above.

In the absence of liquidity constraints, all firmvith productivity above a certain cut-off level
would become exporters, as in Melitz (2003). Fimanfrictions, however, interact with firm
heterogeneity and reinforce the selection of omlg thost productive firms into exporting:
Because more efficient companies earn bigger reaserthey can offer creditors a higher return
in case of repayment, and are thus more likely éouse the necessary outside capital.
Importantly, the exporting cut-off varies systeroally across sectors, and is higher in
financially more vulnerable industries. In parteylentrepreneurs would find it more difficult to
begin exporting when they need to obtain more trio@ncing or when potential investors
expect a lower return in case of default. Credihst@aints can thus preclude potentially
profitable firms from engaging in internationaldeaand result in inefficiently low aggregate

trade flows.
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When companies require outside funds only for thieed costs of production and cross-border
trade, credit conditions would affect the selecbfirms into exporting but not the level of their
sales abroad. On the other hand, when firms fapedity constraints in the financing of their
variable costs as well, limited access to outsidpital would also restrict their scale of
operations. While the most productive (and leasstrained) exporters could still export at first-
best levels, less productive firms would only béedb do so if they ship lower volumes than
would be optimal in the absence of financial foas. Such firms can secure less outside credit
than would be necessary to trade at first-bestideamd optimally use it to support lower export
guantities which entail lower variable costs. Théent of this distortion would once again vary
systematically across sectors. Specifically, fimmaild have to curtail their export volumes more
if they are active in a financially vulnerable irstity the country’s production and trade. In
contrast, below this threshold, not only is theelewof financial development a source of
comparative advantage, but conventional factor wnaents may stop being a source of
comparative advantage, in the sense that an irergmghe capital stock would not alter
production and trade patterns.

In the absence of liquidity constraints, firms’ oéan to sell in a particular country is
independent of the decision to service other marl®y contrast, when firms have limited access
to financing, they optimally add export destinaion decreasing order of profitability until they
hit their budget constraint and exhaust their resg1 This implies that, conditional on firm
productivity, exporters in financially vulnerablectors would transact with fewer trade partner

countries.
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2.4 Multinational Market Entry Strategies

A review of prior literature on foreign market gntnodes and business practices in Japan led to
the identification of several factors which mayypka role in the foreign market entry mode
decisions of Multinational corporations. The prigariterion for a factor to be included in the
study, however, was that it must affect the retativargaining power of Multinational
corporations and host government. Following thisedon, eight factors are included in this
study. These factors are: the stake of the Mulonat Corporations; the stake of the host
country; the need for local contribution to the twea; the riskiness of the investment; the
intensity of competition for the investment; thevde of resource commitment by the
Multinational Corporations to the foreign marketidahost government’s restrictions; and the
size of the Multinational Corporations.

2.4.1 Stake of the Multinational Corporations

Stake of the Multinational Corporations is defireedthe extent to which a MNC perceives itself
as having a high stake in winning the right to erdeforeign market based on strategic
considerations (Hill et al., 1990). MNCs see sonak®ts as important to have a presence in as
part of an overall global strategy. A Multination@lorporations may also foresee synergy
between the proposed venture and its existing tpesleading to a competitive advantage.
When the MNC believes it has a significant strateggake in a foreign market or can realize
global synergies in its operations its stake in legotiations increases. As the Multinational
Corporations’s stake increases, its bargaining paoleereases and it may be forced to settle for a
lower control mode of entry than it desires. Thilgre is a negative relationship between the

stake of the MNC and MNCs’ choice of a high cohématry mode.
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2.4.2 Stake of the host country

Stake of the host country is defined as the detpeehich the host government perceives a
compelling need to attract the investment. Whenhbst government believes that it has an
important stake in attracting the venture, the amigg power of the MNC will be increased
(Gomes-Casseres, 1990). BP theory suggests thabgtecountry is likely to perceive its stake
to be high when it has a need to attract foreigpitaaand/or technology in order to spur
economic growth (Yan and Gray, 1994). When the hosintry’s stake is high, its relative
bargaining position will be weakened, leaving aatge likelihood of the Multinational
Corporations being able to negotiate full ownershipus, there is a positive relationship
between the stake of the host country in attradimeginvestment and MNCs’ choice of a high
control entry mode.

2.4.3 Local Contribution to Multinational Corporations

Need for local contribution refers to the degreavtoch a MNC needs local capital, technology,
or other resources to ensure the success of tliareeiThe need for local contribution increases
the dependence of the MNC on the host country,essmcompleted deal allows the MNC to
obtain resources and/or skills which complemenovws. Thus, the host government has higher
bargaining power and may be able to pressure th€ Mitb accepting a low control mode of
entry (Yan and Gray, 1994). Multinational corparas, in particular, may be willing to partner
with those Multinational Corporations they belidliey can trust if the potential partner brings a
tangible contribution to the venture. Thus, we wioekpect MNCs to be more likely to settle for
a low control entry mode in situations in which tlenture requires a local contribution. There is
a negative relationship between the need for lgoalribution and MNCs’ choice of a high

control entry mode.
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244 Levd of Risks

Riskiness of the host country refers to the uno@staassociated with the success of the
investment in the foreign market and can take dinen fof either: the political risk associated with
doing business in the host country; or the findnask associated with operating the venture.
When there is a high level of risk, the number ltdraatives available to the host government is
likely to be limited, as most international Multtrenal Corporations will be cautious when
considering entry into the market. From a barg@mnmower perspective, the availability and
attractiveness of alternatives have a strong infteeon negotiations.

The party having more attractive alternatives teiid to be more powerful, since it can exercise
its best alternative to a negotiated agreements,Thased on BP theory, a high level of risk in a
foreign country will improve the bargaining positiof the MNC, making it more likely that the
MNC will be able to negotiate a high control modesntry (Contractor, 1990; Hill et al., 1990).
Since Multinational Corporations, like other MNGg&ve been exposed to both types of risk,
they are likely to consider this factor in makingrg mode decisions. Hence, MNCs would be
more likely to insist on using a high control maderisky markets. Thus, there is a positive
relationship between the level of risk associatdith whe host country and MNCs’ choice of a
high control entry mode.

2.4.5 Intensity of competition

Intensity of competition is defined as the extenivhich entry into the foreign market is pursued
by a Multinational Corporations’ competitors. Whanforeign investment is pursued by a
number of different MNCs, the alternatives avagalib the host government increase. In
competitive environments, BP theory would suggésit the bargaining power of the host

government increases and that the host country rgovent would be less likely to make
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concessions to any individual MNC (Li and Guisingeg392; Tallman and Shenkar, 1994).

Since Multinational Corporations are especiallyngdo view the implementation of global
strategies as essential to their success (Yip, )1986y may frequently find themselves in
competitive situations in which they are highly mated to enter a market, but have to bargain
in order to gain entry due to the presence of cdigpe. Hence, there is a negative relationship
between the intensity of competition for a foreigmnestment opportunity and MNCs’ choice of a
high control entry mode.

2.4.6 Resour ce commitment and scope of the project

Resource commitment refers to the expectations Mudtinational Corporations and host
countries have in terms of resource commitment seape of the project. Bargaining power
theory suggests that high resource commitment develrease the stake of both parties, but
especially that of the MNC, since the company wiint the opportunity to realize anticipated
sales associated with a large capital commitmerttiid\employment opportunities are often
very appealing to host governments, it is unlikigat host governments will view a single
investment as important enough to significantlgratheir stake in negotiations (Fisher and Ury,
1981; Gomes-Casseres, 1990). Thus, when commitrmeémgh, MNC’s bargaining power is
reduced, and they will be less able to negotidtega control mode of entry, there is a negative
relationship between the level of resource commitmnequired by a venture and MNCSs’ choice
of a high control entry mode.

2.4.7 Government Restrictionsin terms of laws and regulations.

Still another factor that can play a role in entmpde decisions is the level to which host
government restrictions exist. Host governmentiagins are laws and regulations that have an

impact on the operations of a foreign Multinatio@drporations and have an impact on a
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MNCs’ entry. Some of government restrictions in@wetjuity limits, local content requirements,
and exchange controls (Contractor, 1990; Root, 19B® theory posits that these types of
restrictions will reduce the Multinational Corpaaats’ bargaining power and the ability of the
MNC to negotiate for a high control mode, sinceytkéher explicitly or implicitly discourage
such arrangements (Contractor, 1990; Li and Gu&sind992). Thus, there is a negative
relationship between the presence of host goverthnmestrictions and MNCs’ choice of a high
control entry mode.

2.4.8 Size of the Multinational Corporations

The size of the Multinational Corporations is defirby the annual worldwide sales volume. BP
theory suggests that large Multinational corporatjoas a result of their scale, tend to have
higher bargaining power in negotiating to enteefgn markets. (Bacharach and Lawler, 1981).
Additionally, large Multinational corporations mdye able to leverage their reputations into
increased bargaining power. Therefore BP predi@s there is a positive relationship between

Multinational Corporations size choice of a higmtrol entry mode.

20



CHAPTER THREE

RESEARCH METHODOLOGY
3.1 Introduction
This chapter discusses the methodology that wad usegathering the data and aimed at
explaining the research design, data collectiorhods and tools and data analysis related to the
subject under study.
3.2 Research Design
The study adopted a descriptive a research deslgohwaccording to Donald and Pamela
(1998), is concerned with finding out the what, véhand how of a phenomenon. The research
design and methodology entailed collecting datdulise analysis and coming up with relevant
recommendations and conclusions. This study intedrqualitative methods that dealt with non-
numerical data which was relevant for this study.
3.3 Data Collection
The study used primary data which was collectedguan interview guide that has open-ended
guestions that enabled to collect qualitative dadawell as get a better understanding and
insightful interpretation of the results from thieidy. It enabled a researcher to obtain current
information which could not be captured in the ottlata collection techniques. The interview
guide was administered to 5 senior managers, 10 tiedepartments and 15 team leaders in the

bank making a total of 35 respondents.
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3.4 DataAnalysis

The interview conducted was tape recorded as welhaes taken so as to document the
interaction as well as get direct quotes from thgpondents that are relevant to this research
topic. The tape recording text was translated fordwhich became the data for analysis.

The data analysis was edited for completeness ansistency then content analysis which is

guantitative was used to analyze the responder® on the application of credit availability as

a market entry attraction to MNCs’ in Kenya and fimglings was presented in a continuous

prose.
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CHAPTER FOUR

DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter is concerned with analysis, presemtadind interpretation of findings. The chapter
seeks to address the general objective of thisysitidch was to determine the application of
credit availability as a market entry attractionnltinational firms into Kenya with special
reference to Barclays Bank. The study also soughhswer the questions how do banks such as
Barclays Bank of Kenya apply such market attractiike credit availability to encourage
multinationals entry into the Kenyan market?

4.2 General Information

The researcher obtained information from 5 senianagers, 10 head of departments and 15
team leaders working at Barclays bank making al tota35 respondents. The researcher
managed to get responses from all the 35 respasidante the researcher had made adequate

plans to meet respondents.

4.3 Role played by Barclays Bank in attracting foreign investmentsin Kenya.

The respondents indicated that Barclays Bank péaysucial role in attracting multinational

companies to the country. The respondents furthdicated that the bank offers traditional
treasury products at competitive prices and prowdmvative risk management and hedging
solutions to multinational companies since its hapresence and active participation in key
financial markets, Barclays Bank of Kenya can ppeceducts competitively and offer the best
advice to Multinational companies who apply forditdrom the bank in order to make sound

financial decisions which ensures success of théuves by the multinational companies.
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4.4 Initiatives taken by the management of Barclays Bank to attract the market on its
credit productsto multinational companies.

According to the findings Barclays Bank of Kenyasta Medium Term Note Programme in one
of the largest corporate debt programmes in Kefiia. bond affords investors opportunities for
secure returns over the life of the instrument aadures a yield pick up in comparison to
existing instruments. According to the findingsnirahe study, this is one of the initiatives that
the bank has and which attracts majority of thetimational companies.

According to the findings from the study Barclays\pdes its customers with Call and fixed-
term wholesale deposits in Kenya Shillings and ageaof foreign currencies at highly
competitive interest rates. Additionally, BarclaBank treasury provides spot and forward
foreign exchange in all major currencies against Kienya Shilling as well as cross-currency
trading in international markets. The respondenithér indicated that Barclays Treasury
provide advice on the management of exchange aackst risk and provide seamless hedging

solutions to its clients which are vital for mulititonal companies.

According to the findings from the study Barcldyank has initiatives to attract multinational
companies through corporate checking accountseiccyr specific credit cards and lock boxes
are also offered by commercial banking to help nfakeign trade possible for a company. Lock
boxes are particularly helpful for collecting paymse from overseas customers and reporting
receipts daily for cash management purposes. Guyrgpecific credit cards are also important
in eliminating the cost of cross currency purchgsiwhich normally is done at expensive

valuation levels.

According to the findings Barclays Bank offersiedao multinational companies for operations
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of these companies which always need to borrow momeover purchases of raw materials,
machinery parts, inventory and/or payroll. Sincardays Bank has overseas branches or
affiliates it simplifies the process of corporateahce throughout a company's organization by
consolidating the transaction procedures, repording record keeping. It is much easier for a
company manager to do business in her own langwébge banker located nearby who handles
her global business finance needs than it woulfobéer to develop banking relationships in
every country where she does business. Barclays ¢amalso provide referrals to professional
service firms in other countries, as well as areaimgroductions to other companies appropriate

as customers or for strategic partnerships.

441 What strategies does Barclays bank have on reducing information costs to

multinational ?

According to the findings Barclays Bank has takezagstrides in reducing information costs to
multinational companies through faster cheque tlgaimes; increased use of credit reference
bureaus by banks; high industry productivity legdto improved financial performance; and

increased use of agency outlets by banks. Accgtdithe findings Barclays bank has continued
to play its in reducing information costs by worginlosely with our customers and has made

significant investments in technology and prodwstelopment to improve services offered.

4.4.2 Factors considered by Bar clays while lending to multinational companies

According to the findings Barclays bank considedd application by multinational companies
through a credit vetting department, the bank aea\the capacity of the company to repay back
through credit referencing from other banks outglie country where the company operates

accounting, the bank does a financial analysishef financial statements of the borrower
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multinational company. The banks itself is morel anore inclined to insist not only on
complete statements, but also on statements edrtify public accountants. Such a suggestion is
not intended as a reflection on the honesty or lwépaof the corporation's own accounting
force; it simply brings to bear in addition the gudent of an unbiased person of wide experience

who is in a far better position to value assets tiay officer or employee of the corporation.

4.4.3Challenges facing Bar clays Bank while lending to multinationals

According to the findings Barclays bank was expesieg challenges while trying to ensure that
there is adequate credit to multinational companubsch are challenges on the operating
environment, challenges associated with the cuaecdunt deficit; the weakening of the Kenya
Shilling against major currencies; high inflatidngh energy costs; and the rise in international

commodity prices, including oil.

4.4.4 Conditions set by Bar clays bank when dealing with multinational firms

According to the findings Barclays Bank ability ¢btain financing hinges on many factors:
profitability, revenues, cash flow and credit hrgtoof the company applying for credit
availability. Executives report that credit appetosbe much easier to obtain for companies
which are already flush with money; those compamnigsch need financing the most are
struggling to convince lenders to take a risk. @redn be relatively easy to negotiate for large,
profitable companies with steady cash flows. BaclBank sets standards for assessing credit to
multinational companies based on merit of the comwpwhile at the same time taking

precautious measures on the risk element of thestment being intended to be undertaken by

26



the company.

4.4.5 Challengesthat Barclays bank face in facilitating credit to multinational firms

According to the findings Barclays bank is facowmpetition from other commercial banks, it
has been forced teepackage its products and invest much on innavafihis has actually

decreased theeturns to some extent since much of it is usezhpital investments.

According to the findings the bank in bid to fae@te credit to multinationals, over the past two
years the bank has rapidly invested in branch méisvoutside theountry this has really taken a
lot of capital from the bank compared to the resuithe bank find heavy investment in multiple

distribution channels to be too expensteenpared to the returns from these investments.

4.4.6 Financial I ntermediaries

The study found that Barclays bank has financitdrmediaries like African Trade Insurance
Agency (ATI), Africa's only multilateral Export Cdé Agency, in Export Promotion Council
(EPC), which the bank uses in bid to influence mational companies in promoting and

enhancing cross-border trade and investment.

According to the findings Barclays has been atfforg of providing personalized Trade finance
solutions and control up to 30% of market shar¢rade business in Kenya with trade finance
flows currently exceeding Kenya shillings 19Billion

The study found that Barclays has been at forefsbptoviding personalized trade finance
solutions and control up to 30% of market shargaife business in Kenya with trade finance
flows currently exceeding Kenya Shillings 19Billion

According to the findings from the study Barclagsagnizes the role that institutions such as the
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African Trade Insurance Agency contribute to faating global trade by mitigating some of the
associated risks therein and the benefits of usirixport credit investment insurance for both
political risk and commercial risk cover as an ra&tive method of credit enhancing transactions
and mitigating risks, thereby facilitating accesgimance on more competitive terms and

conditions. This includes using the commercial c@adicies as alternative security.

4.4.7 Competition in the Banking Industry

According to the findings in order for Barclays Bato enhance good relations with
multinational companies and curb competition fraitmeo banks Barclays bank handle customer
complaints with sensitivity and in due regard fdre tneeds and understanding of each
complainant. Whilst ensuring quick turn-around oesalution of customer queries and
complaints, the banks rely on this information tontnuously improve sales and service
processes. The bank assess the root cause of aintapinade and in instances where the
complaint is upheld in favour of the customer, Ta@k ensures that any learning arising is fed
back to the relevant business units to avoid futapetition. The launch of the 24-hour contact
centre has immensely contributed to reducing thie around time on complaint resolution.
According to the findings the banks also have at@uner Relationship System (CRM) that
supports banks objective of efficiently handlingstmmer complaints whenever they arise. The
study found that Barclays Bank has been workingd hi@mr enhance good relations with
multinational companies and curb competition fraitmeo banks. Barclays bank handle customer
complaints with sensitivity and in due regard fdre tneeds and understanding of each
complainant. Whilst ensuring quick turn-around ogsalution of customer queries and
complaints, the banks rely on this information tontnuously improve sales and service
processes. The bank assess the root cause of aintapinade and in instances where the
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complaint is upheld in favour of the customer, Tamk ensure that any learning arising is fed
back to the relevant business units to avoid futapetition. The launch of the 24-hour contact
centre has immensely contributed to reducing thie around time on complaint resolution.
According to the findings Barclays bank has Mautkstipline through targeted communication
of bank lending rates, fees and charges. Thisativg is expected to result in increased

competition in the banking sector with attendamtdced costs and enhanced access. When the

their products at considerable price to their cngis (Ahmad and Buttle, 2002).

4.5 Discussions of Key Findings

After analyzing the response from the interviewsdiacted with the respondents, some key
findings were noted as initiatives taken by the aggament of the Bank to attract and market its
credit products as well as the challenges they\dwn it comes to dealing with multinationals

companies.

4.5.1 Initiatives taken by the management of Bar clays Bank to attract and market its credit
productsto multinational companies

The study found that Barclays Bank of Kenya haseadiMm Term Note Programme which is
one of the largest corporate debt programmes iry&ehhe bond affords investors opportunities
for secure returns over the life of the instrumand secures a yield pick up in comparison to
existing instruments. According to the findingsnirahe study, this is one of the initiative that
the bank has and which attracts majority of thetimational companies.

The study also found that Barclays bank providesciistomers with Call and fixed-term

wholesale deposits in Kenya Shillings and a ranfglmign currencies at highly competitive
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interest rates. Additionally, Barclays Bank tregspirovides spot and forward foreign exchange
in all major currencies against the Kenya Shilliag well as cross-currency trading in
international markets. The study also found thatcBas treasury provide advice on the
management of exchange and interest risk and prosemless hedging solutions of to its

clients which are vital for multinational companies

4.5.2 Challengesthat Barclays bank face in facilitating credit to multinational firms

The study found that Barclays bank was experienchailenges while trying to ensure that there
is adequate credit to multinational companies thallenges on the operating environment,
challenges associated with the current accouncitethe weakening of the Kenya Shilling
against major currencies; high inflation; high eyercosts; and the rise in international
commodity prices, including oil.

Barclays bank assists its multinational clientseistiarough the prevailing local and global
economic conditions, the bank puts together threugaoral Barclays Economic Forum; a
discussion facilitated by colleagues from differgatts of the Group and external consultants.
During the Economic Forum, clients get an expegtwon the status of the global markets and

the impact this has on their businesses.

30



CHAPTER FIVE

SUMMARY, CONCLUSIONSAND RECOMMENDATIONS

5.1 Introduction

This chapter presented the summary of key datanfys¢ conclusion drawn from the findings
highlighted and recommendation made there-to. Tdnelasions and recommendations drawn
were focused on addressing the general objectivthiefstudy which was to determine the
application of credit availability as a market gnattraction to multinational firms into Kenya

with special reference to Barclays Bank.

5.2 Summary of findings

The study found that Barclays Bank of Kenya hasediMm Term Note Programme is one of the
largest corporate debt programmes in Kenya to matlbnal companies. The study found that
Barclays provides its customers with Call and fitedn wholesale deposits in Kenya Shillings
and a range of foreign currencies at highly contipetiinterest rates. Additionally, Barclays

Bank treasury provides spot and forward foreignhaxge in all major currencies against the

Kenya Shilling as well as cross-currency tradinghiernational markets.

The study also found that Barclays Bank offers$op multinational companies for operations
of these companies which always need to borrow momeover purchases of raw materials,

machinery parts, inventory and/or payroll. Sincardays Bank has overseas branches or
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affiliates can it simplifies the process of corgerinance throughout a company's organization

by consolidating the transaction procedures, r@ppend record keeping.

The study also found that Barclays Bank has takeatgtrides in reducing information costs to
multinational companies through faster cheque tlgarmes; increased use of credit reference
bureaus by banks; high industry productivity legdto improved financial performance; and
increased use of agency outlets by banks.

The study also found that Barclays bank evaluateditcapplication by multinational companies
through a credit vetting department, the bank aeathe capacity of the company to repay back
through credit referencing from other banks outglie country where the company operates
accounting, the bank does a financial analysishef financial statements of the borrower
multinational company

The study also found that Barclays bank was expeing challenges while trying to ensure that
there is adequate credit to multinational compatheschallenges on the operating environment,
challenges associated with the current accounctitethe weakening of the Kenya Shilling
against major currencies; high inflation; high eyercosts; and the rise in international

commodity prices, including oil.

The study found that Barclays bank is facing comipeatfrom other commercial banks, it has
been forced to repackage its products and inveshran innovation. This has actually decreased

the returns to some extent since much of it is usedpital investments.

The study found that Barclays Bank enhance goladioas with multinational companies and
curb competition from other banks Barclays bankdha customer complaints with sensitivity

and in due regard for the needs and understandiegah complainant. Whilst ensuring quick
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turn-around on resolution of customer queries ardptaints, the banks rely on this information

to continuously improve sales and service processes

The study also found that Barclays bank has a brigture in attracting multinational
companies in Kenya since it has an efficient custorasolution mechanism. The bank assess
the root cause of complaints made and in instantese the complaint is upheld in favour of

the customer.

5.3 Conclusion

The study concludes that study loans offered tdimatlonal companies attract new investments
in the country since the cash obtained is usedparations of these companies which always
need to borrow money to cover purchases of raw mate machinery parts, inventory and/or

payroll.

The study also concludes that since Barclays Baak dwverseas branches or affiliates it
simplifies the process of corporate finance thrawghmultinational companies by consolidating

the transaction procedures, reporting and recoegike.

The study further concludes that found that BaclBgnk has taken great strides in reducing
information costs to multinational companies thiodigster cheque clearing times; increased use
of credit reference bureaus by banks; high indugtoductivity leading to improved financial
performance; and increased use of agency outlemblys. The credit reference ensures that the
multinational companies’ transactions are expedietime.

The study also concludes that Barclays bank eweduatedit application by multinational
companies through a credit vetting departmentptrk analyzes the capacity of the company to

repay back through credit referencing from otherkisaoutside the country where the company
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operates accounting, the bank does a financialysisabf the financial statements of the

borrower multinational company

The study further indicates that Barclays Bank hag chances of huge operations with
multinational companies due to good relations wséhcompanies and curb competition from
other banks, The study also found that Barclayskblaas a bright future in attracting

multinational companies in Kenya since it has dicieht customer resolution mechanism.

5.4 Limitations of the Study

There were some limitations in carrying out theeegsh project. As a part time student who

needs to balance with studies with full time empleynt which involve a lot of

travelling out of the station, the researcher wasble to undertake an extensive and exhaustive
research due to the limited research. There wasitafion on the financial resources as the

researcher is a self-sponsored student relyingamgs to progress his studies. There were
challenges during data collection as the resposdefthe research were top level management
who were very busy in the daily running of the cama Some statistics were also not available
due to their sensitivity to the company to supoeguments and views of the management. The
researcher however worked at winning the confideoicéhose involved in this research by

giving them the reasons for the research and aggtivem of confidentiality.

5.5 Recommendationsfor the organization
The study recommends that for a mutual co existaicBarclays bank and Multinational
companies, both should believe in company’s missiod purpose. It's not possible to sell a

lender on company unless they are organized andigmate about reasons of financing.
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Multinational companies should be prepared witraifletabout what each company is trying to
accomplish, analysis of the marketplace and the@uppities in the area. Do your homework.
Multinational should ensure that they are exergisandisciplined approach to managing their
company’s finances before they seek credit. Fdamt®, making sure that accounts receivables

are up to date. Are there assets that are unusattderused? Check

5.6 Recommendationsfor policy and practice

It will take some time for the banking industrywork through this current set of challenges and
for the financial markets to recover. During thatovery, the economy will need a strong and
stable financial system that can make credit abkElaThe challenge for Barclays Bank is
support for prudential bank intermediation thatpketestore the health of the financial system

and the economy as a whole to ensure that crealivesys to multinational companies

Barclays bank should deploy capital and liquidityt in a responsible way that avoids past
mistakes and does not create new ones. Bankerddsloperate prudently in the current

challenging environment, but should not let feaveltheir decisions.

The Government should take some concrete stepgpfmd the drive towards greater access to
credit. Some of the measures included: reviewing kagal, regulatory and supervisory

frameworks for the financial sector to improve them

5.7 Recommendation for Further Studies

From the study and related conclusions, the researecommends further research in the area

of the role of government in attracting investmienKenya.
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APPENDIX I: UNIVERSITY INTRODUCTORY LETTER

",a

UNIVERSITY oF NAIROR]
SCHOOL OF BUSINESS
MBA PROGRAMME

Telephone: 020-2059162
Telegrams: “Varsity™, Nairobi
Telex 22095 Varsity

P.O Box 30197
Nairobi. Kenva

TO WHOM IT MAY CONCERN

The bearer of this tetter ... LRENE  MNIORL CHzag

Registration Nob6l[6’e59/&910

is a bona fide continuing student in the Master of Businiess Administration (MBA) degree
program in this University. '

He/she is required to submit as part of his/her coursework assessment a research project
report on a management problem. We would like the students to do their projects on real
problems affecting firms in Kenya. We would, therefore, appreciate your assistance to
enable him/her collect data in your organization.

The results of the report will be used solely for academic purposes and a copy of the same
will be availed to the interviewed organizations on request.

Thank you.

= B e o S ——

MMACULATE OMANO N
MBA ADMINISTRATOR 078
MBA OFFICE, AMBANK HOUSE
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APPENDIX II: STUDENT INTRODUCTORY LETTER

Dear Sir/Madam,

APPLICATION OF CREDIT AVAILABILITY BY BARCLAYSBANK OF KENYA AS

A MARKET ENTRY ATTRACTION FOR MULTINATIONALS

| would wish to request for permission to carry auesearch at your company on the above
mentioned topic.

| am a student at the University of Nairobi, SchobBusiness and | am carrying out this
research to fulfill the requirements for the awafdhe degree of Masters of Business
Administration.

This study is purely for academic purposes anfintsngs, which will be made available to you,
will not be in any way used in ways detrimentay¢ur organization/ company.

| am looking forward for a favorable response.

Yours Sincerely,

Irene Njoki Chege

SUPERVISOR

Dr. John Yabs
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APPENDIX I11: INTERVIEW GUIDE

APPLICATION OF CREDIT AVAILABILITY BY BARCLAYSBANK OF KENYA AS

A MARKET ENTRY ATTRACTION

1.

2.

10.

11.

12.

13.

Which credit facilities are offered by BarcleBank to Multinational Firms?
Who are involved in the facilitation of credtcilities to multinational firms?
What role does Barclays bank play in attractorgign investments in Kenya?
Which conditions does Barclays bank set whelireavith multinational firms intending to
operate in Kenya?
What initiatives are taken by the managemelastlays Bank to attract the market it credit
products to multinational companies?
Which challenges does Barclays bank face iritaong credit to multinational firms?
What are the other factors leading to entrytatpafor multinational firms?
What strategies does Barclays bank have on mgludormation costs to multinational?
What strategies does Barclays bank intend torugseder to retain the multinational firms
that are operating in Kenya?
What prospects does Barclays bank have to meattinational firms that have not
operated in Kenya?
What are the credit terms offered by Barclasisk to multinational companies?
Does Barclays bank have financial intermedsanile facilitating credit to Multinational
Companies?
How does the Barclays bank intend to overcoomepetition from other financial institutions

offering credit to multinationals?
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14. Which circumstances would lead Barclays bardetcline credit Multinational Company?
15. Which future prospects does Barclays bank haaétracting Multinational companies

through credit?
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