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The technological gaps between rich and poor countries have been-
stressed in much recent writing on development. (1) It has been argued,
for instance, that if only the world’s available technological knowledge
could be transferred to less-developed countries, « their socio-economic
transformation can be carried out rapidly ». (2) At the same time, the
central role of multinational corporations (mnc’s) in development and
transfer of such knowledge has been recognized. This role, in turn, has
been seen as a major justification for less-developed countries’ éncou-
raging mnc’s to undertake production in their economies (3).

This paper examines the validity of such reasoning in the African
context. It suggests : first, that there are some rather particular econo-
mic factors that explain the central mnc role in technology transfer ;
second, that these factors underlie important problems that mnc tech-
nology transfer generates in African economies ; and third, that these
problems underlie patterns of political economy in many African states
that themselves inhibit and distort broadly-based, widely-shared econo-
mic progress. The focus of analysis is primarily the mnc transfer of
manufacturing technology ; and evidence is drawn heavily, though not
exclusively, from Kenya**.

I. THE ECONOMICS OF KNOWLEDGE TRANSFER

Technology in its broadest sense may be considered to be specia-
lized knowledge related to production ; (4) that knowledge may relate
to the process of production (as in innovations in how a given product
is made), or to products themselves (as in innovations of new products
or product modification). In either case, the focus is on knowledge or
information.

Knowledge, as Boulding notes, (5) is a peculiar economic»commo-
dity, in that once it is developed, it may be passed on without thereby
reducing one’s own supplies of it. Patent systems establish property
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rights over such knowledge, but that only adds the complications. On
the one hand, the sale price a patent owner might establish for his
knowledge is indeterminate since he incurs no « production » costs for
each licence he sells. While on the other hand, the buyer of the know-
ledge has, virtually by definition of the commodity highly imperfect
information as he makes his purchase ; « its value for the purchaser
is not known until he has the information, but then he has in effect
acquired it without cost ». (6) The range of prices that might result in
any such exchange could therefore be very wide. The lowest acceptable
price for the seller could be virtually zero, while the highest acceptable
price for the purchaser could be just less than the (probably) high cost
of developing the knowledge himself ; in the technology case such
costs of reproducing innovation may often be extremely high.

This exchange ambiguity can be overdone. There is some compe-
tition among sellers of technology, and purchasers can hire consultants
to advise on the likely value of different technologies offered. However,
there are also other ambiguities in knowledge as a commodity. The
first is that specialized knowledge is not homogeneous (again virtually
by definition) ; its uniqueness gives individual firms a basic for mono-
poly power in market sales, if that knowledge is embodied in particular
differentiated products. This possibility provides firms with large in-
centives to try to innovate commercially-useful specialized knowledge,
through research and development efforts. Again, though, the nature
of knowledge complicates this process, since there must always be consi-
derable uncertainty about the potential sucess (and financial cost) of
an R and D effort.(7) Only large firms, with diversified R and D acti-
vities and high cash flows, seem to be able to accept such uncertainty
(8) There is an interplay between these factors which underlies the
emergence of very large corporations to dominant market positions
in many national economies : innovation has generated monopoly or
oligopoly profits, which have offset the uncertainty and financed the
cost of further innovation, which in turn has generated more oligopoly
profits and a large cash flow, which have... etc. (9)

These large corporations, of course, have become increasingly
multinational in their production activities since 1950, and the economics
of knowledge can help explain that, too. (10) As Baldwin and others
have stressed, (11) specialized knowledge is a very difficult commodity
to sell-requiring sophisticated absorptive capacity on the part of a recei-
ving firm, and involving (to be effective) continuing and considerable
flows of information that may be very hard to measure for pricing
purposes. Therefore large corporations, with the organizational capa-
city to do so, have commonly found it more profitable to transfer
technology through establishing their own subsidiaries abroad. The
incentive to do this has been furthered by the possibility of using tech-
nological monopolization to generate monopoly-like profits on other
parts of the mnc investment package (capital, material inputs, etc.) (12)
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To return to the distinctions above, two sorts of such mnc tech-
nology transfer may be identified - involving what Helleiner calls
production technology, and consumption technology. (13) The first
refers to process knowledge transferred to begin producing existing
products in a given country ; the second refers to the transfer of new
products and of demand for them to the country - with the technology
embodied in the products, and reflected in differentiating characteristics
such as brand names.

The mnc transfer of each sort of technology to Africa, this brief
discussion would suggest, is clearly less straight forwardly beneficial
than might first appear. To begin with, both mnc processes and pro-
ducts have generally been innovated for developed country markets ;
yet, for an mnc, transferring those particular technologies to a sub51-
diary in Africa will be virtually costless - while modifying products or
processes for African conditions would incur extra development cost ;
that is a strong incentive for most mnc’s simply to reproduce their
existing technology in Africa. Second, that technology embodies cer-
tain’ monopoly-power, and maximization of potential monopoly rents
is critical to the mnc’s ongoing R and D effort ; added to the infor-
mation imbalance that necessarlly affects any Afrlcan government
attempts to bargain with mnc’s over technology transfer, this raises
the possibility of very high returns going to the mnc. Third, the ongoing
mnc R and D effort makes technology transfer a treadmill process ;
once’a country focuses its economy about mnc-type technology, the
future innovations of mnc’s relate to its economy too, and it becomes
hard not to have to go on purchasmg technology over and over again —
therefore never really escaping high potential direct costs of the relation-
ship, and the socio-economic effects of mnc technology reproduction.
The rest of this paper examines these issues in more detail.

II ECONOMIC EFFECTS OF MNC TECHNOLOGY TRANSFER
IN AFRICA

There are three broad economic questions which are of interest
m examining mnc technology transfer in Africa. First, do mnc’s in
fact transfer technology, in the sense of specialized knowledge, to
Africans through their operations in the continent ? Second, if they do,
1s the direct economic cost of this external benefit, in terms of profit
outflows, so high that the overall results of mnc operations in Africa
nevertheless appear generally negative, particularly when compared
with. other potential forms of technology transfer ? And third, how
should other external ¢ffects {14) of mnc operations (the mnc 1mpact
on local employment, entrepreneurship, linkages, etc.) be assessed in
on:overall evaluation of mnc technology transfer ? The section asks
each' of these questions in turn. . . %
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a) Is technology transferred ?

If, by and large, mnc’s do not make it possible for African natio-
nals to absorb specialized technology knowledge through their subsi-
diaries, then the economic benefits of mnc technology transfer come
into questions ; few longer-run learning effects could be expected.

This question is not easily answered, since there is evidence of
cases where mnc investment does rely so heavily on expatriate person-
nel that Africans are precluded from absorbing the relevant technological
knowledge. This has been identified as a problem in the operations
of French corporations in Senegal (15). Such a strategy, it has also
been suggested, characterized Anglo American’s efforts to maintain
effective control of Zambia’s copper sector, despite majority state sha-
reholding. (16) Similarly, mnc’s in Tanzania have been criticized for
deliberately frustrating training efforts (17). Nigeria, too, has reported
similar problems though the situation does seem very mixed there. (18)

That such blockages are by no means comprehensive on the conti-
nent, though, is shown by the Kenyan case. A detailed survey of mnc
subsidiaries in that country showed first, that expatriate employment
dropped over 1967-72 from 11.3 % to 2.3 % of total employment, and
second, that most subsidiaries were undertaking training - some of
them very extensively and at high, technology-related Ievels. (19)
Some firms interviewed were attempting to restrict sophisticated tech-
nological knowledge to their expatriate employees, but most firms —
and particularly the larger mnc’s, like Unilever, Hoechst, Exxon, Shell
and Metal Box — had a much longer-term strategy of fully incorpora-
ting Kenyan Africans into their company structure ; long-term training
in high-technology facilities overseas was often part of this effort. The
spread effects of this specialized training are evident, inter alia, in
the higher levels of the Kenya civil service, where former African
mnc executives are not uncommon.

This question does probably not, therefore, suggest a key problem
in the effects of mnc technology transfer in Africa. Considerable
pressures, as in the Kenyan work-permit system, may be necessary to
goad subsidiaries into transferring specialized knowledge to Africans
But there appear to be no fundamental structural or institutional im-
pediments to the process.

b) How financially costly is mnc technology transfer ?

This second question is more important, especially in light of Latin
American studies showing large effective mnc profits being surrepti-
tiously generated through transfer pricing. (20) Such high profits show
not only monopoly rents on unique technology, but high returns on
other parts of the mnc investment package, made possible by technolo-
gical monopolization.

Unfortunately, similar studies have not been systematically under-
taken in black Africa, though there has been evidence suggested of the
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various non-dividend channels by which mnc’s do receive financial
returns from their investments. (21) Some of these channels involve
explicit payments for technology, through fees and royalties — these
have been quite marked in Nigeria, for instance. (22) But it would be
a mistake to interpret such particular figures, as in any sense represen-
tative of the price for technology transfer. It is clear that mnc’s select
channels which are convenient to use for surplus repatriation, and
technology fees in any given country may simply be more or less easy
to use, depending on tax levels and regulatory procedures. The financial
cost of mnc technology transfer is better considered to be the effective
profits generated through all channels, in excess of some « normal »
opportunity-cost rate of return on subsidiary capital employed.

Average after-tax profit rates in the mnc as a whole, for instance,
might be taken as a « normal » return (though in fact they will often
reflect world-wide mnc oligopoly power and hence be higher than
prevailing international capital market interest rates). Kenyan evidence
from 29 reporting manufacturing subsidiaries in 1972 showed after-
tax profits plus fees to total 22.8 % of subsidiary capital employed,
compared to parent company equivalents of 8.8 %, so this technology
transfer price may be very high indeed.

That the excess profits are related to technology transfer is sugges-
ted by two aspects of detailed analysis of the Kenyan data : first, statis-
tical analysis shows that those mnc’s that do transfer their particular
brand-name products (as opposed to producing products developed for
Kenya) are significantly more profitable ; second, the importance of
process technology transfer is suggested by statistical analysis showing
that high capital/labour ratios were associated with increasing subsi-
diary profitability over the 1967-1972 period. Similarly, detailed study
of several individual industries showed that mnc consumption techno-
logy transfer, in particular, made mnc subsidiaries much more profi-
table than their locally-owned counterparts. (23)

Some data is available which suggests the Kenyan case is not
atypical. (24) So the financial cost of mnc technology transfer is likely
very high (though a plea for more research may be more important
to underline). However, even that probable cost is not conclusive in
assessing the mnc economic effect. One needs three further sets of
facts. First, what is the social value of mnc technology/training trans-
fer ? That would have to be set against the high mnc financial outflows.
Second, what is the likely cost of alternative means of technology trans-
fer 7 That would have to be compared with the mnc cost. It is concei-
vable that the first value could be high, and the second calculation
not that much lower than the mnc « price ». Third, there are other
external effects of mnc technology transfer, and these have to be wor-
ked into the analysis too. If these further externalities represent social
benefits, as some have claimed, then they may decisively outweigh
the financial outflows considered in this subsection ; if they represent
social costs, they may be conclusive in a negative economic assessment.
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c) Other externdlities : benefits or costs ? (25).

A wide range of social effects of mnc technology transfer could
be discussed, but only three issues can be considered in the confines
of this paper. Compared to possible alternatives, how well does mnc
technology transfer : (i) contribute to widening employment in Africa ;
(i) induce further linkage investments ; or (iii) encourage indigenous
entrepreneurship ? Each of these points is examined in turn.-

i.) The criticism has been made (26) that mnc’s generally :transfer
highly-capital-intensive technology (measured in terms of capital/labour
ratios), and that mnc subsidiaries therefore restrict employment effects
through their activity. Other analysts have questioned this, (27) noting
there is some evidence that suggests mnc subsidiaries may be less capi-
tal intensive than locally-owned firms producing identical products.
(28) As Stewart stresses, (29) however, such evidence misses the point :
that production technology is relatively product specific, and that the
particular products transferred by subsidiaries are what underlies
mnc capital-intensity in choice of technique ; therefore study of iden-
tical product cases is irrelevant. Instead, one must examine choice of
consumption techniques by different firms in the context of :more
Kenyan exidence shows that mnc subsidiaries transfer product demand
for shelter, for instance, can be met by anything from mud huts to
highrise apartments).

To take the case of basic demand for cleaning aids as an example,
Kenyan evidence shows that mnc subsidiaries transfer product demand
(via heavy advertising and other promotion) for brand-name detergents
and toilet soaps. These products require much more capital-intensive
techniques than production of the simpler bar laundry soap - under-
taken by local soap manufacturers. The successful mnc consumption
technology transfer, therefore, which undercuts local laundry soap
producers, results in significantly lower employment effects than perpe-
tuation of the local consumption technology would have involved —
particularly since the mnc expansion in Kenya has pushed local. pro-
ducers in the direction of similar consumption technology (more stan-
dardized, with sophisticated packaging, and using foreign brand na-
mes), .and consequent capital-intensive production technology (30).

Added to such consumption technology considerations, Kenyan
evidence also suggests intra-firm pressures which lead subsidiaries to
adopt similar production technology as their parents (as labouf-saving
in the core production processes, though somewhat more labour-inten-
sive in periphery activities like material handling and storage). The ma-
jority of producing subsidiaries are constrained by head office control
over their choice of techniques ; and for other subsidiaries, in any
event, the need to produce standardized, brand-name products. to pa-
rent company specifications, often enforced by head ' office -quality-
control checks, strongly biases preferences toward capital-intensive,
advanced machinery. New product introduction, by which many subsi-
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diaries gain competitive advantages, adds to this pressure, since specia-
lized machmery for producmg the product has usually been developed
in high labour cost economies.

The limitations on industrial employment implied by the details
of this evidence must be qualified somewhat. Much parent mnc pro-
duction technology is originally developed for high levels of output,
and may not be economic at the limited output levels characterizing
many African economies. Therefore smaller subsidiaries in Kenya are
significantly more labour intensive than larger subsidiaries (even allo-
wing for sectoral differences); (31) but the long-run implication of this is
that as these subsidiaries grow, their employment may even decrease,
as it becomes possible to substitute high-output, capital-intensive
technology for the original machinery. This advanced technology, too,
is subject to mnc innovative efforts abroad (of the sort that may be
both capital and labour saving), (32) which subsidiaries will then adopt
in Africa, limiting ongoing employment effects even more.

~ There is, then, considerable Kenyan evidence collaborating a nega-
tive view of mnc employment effects. Across a wide range of industry
areas — including soap, shoes, textiles, building materials, food pro-
ducts and beverages — there are signs that mnc consumption techno-
logy transfer limits employment effect relative to what might be expec-
ted from local alternatives. In these and other industry areas are further
signs that mnc production technology transfer limits employment effects,
as new labour-saving process innovations are introduced.

There seem to be signs of a similar dynamic at work in other
African countries. In Nigeria, mnc investment also concentrates in
capital-intensive product sectors, while local alternatives are more
concentrated in labour-intensive sectors ; as a result mnc technology
transfer has been described as having few employment benefits in the
country. (33) In Senegal, too, which has been more heavily reliant
on mnc investment for its industrialization, the substantial increase
in production in the sixties was marked by lack of growth in employ-
ment as capital intensity was increased by firms. (34) The Kenyan
evidence, suggesting there are external employment costs from mnc
technology transfer, may thus represent more than an atypical case.

ii) Wat of mnc linkage effects ? The inducement effects of an
investment on further investments have been traditionally stressed in
development theory, particular with respect to industrialization. (35)
And mnc investment projects might be expected to have such spread
effects. That this can not be automatically assumed, however, is sug-
gested by Bell’s work in Thailand, (36) which shows that the product-
differentiated and sophisticated nature of mnc technology transfer can
serve as a severe impediment to local linkages (product differentiation
cuts down demand for given material inputs — which vary among
subsidiaries — while sophisticated technology 1nputs must be perfectly
standardized).
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Similar negative linkage features are evident in analysing Kenyan
subsidiaries. This is reflected in the fact that they import virtually
all of their machinery, that most of them import over 70 % of their
material inputs, and that they have made very few efforts to develop
any local African sub-contractors (only one third of firms interviewed
did any sub-contracting). This weakness is closely related to mnc tech-
nology transfer, too. The sophistication of mnc production techno-
logy emerges as one important factor : Statistical analysis shows that the
more capital-intensive subsidiaries are, the higher a percentage of their
material inputs they import (analysing all subsidiaries together, and
then allowing for sectoral differences in import patterns). (37) Mnc
consumption technology transfer is an even more important factor.
Product transfer by subsidiary from parents leads to greater import
intensity (78 % of such subsidiaries import over 3/4 of their inputs —
compared to only 47 % of those subsidiaries not exclusively tranferring
parent products to Kenya). Similarly, the quality control checks of
parent companies, implicit in such brand-name import reproduction,
are associated with higher import levels in subsidiaries. Overall, adver-
tising efforts — a good proxy for mnc consumption technology transfer
efforts — are statistically significant in shaping higher subsidiary
imports.

The interplay of these mnc production and consumption techno-
logy transfer factors with employment and linkage effects can be shown
in a simple Kenyan example. Cotton textile manufacturing companies
in Kenya averaged capital/labour ratios in 1972 of well under K £ 1,000,
and were able to obtain 75-80 % of their material inputs in East Afri-
ca ; one large mnc subsidiary, however, was engaged in consumption
technology transfer, through the production and promotion of advanced
synthetic textiles ; this involved sophisticated production technology
transfer, too — resulting in a capital-intensive K/L ratio of K £ 2,386
— and generated high import-intensity, since 65-95 % of its material
inputs had to be imported (much of them from the parent company,
at high « transfer » price). This is a clear case of high social and finan-
cial costs that can result from mnc technology transfer. (38)

Again, the Kenyan situation does not appear atypical in Africa.
Analysis of Nigeria has stressed how low subsidiary linkages are there,
(39) and the same point has been emphasized in Senegal. (40) Case
studies of Tanzanian mnc projects have criticized the same heavy im-
port intensity. (41) Generally, the standardized and/or differentiated
characteristics of mnc products transferred, the related capital inten-
sity of mnc production technology, and the integrated exchange em-
phasis within mnc firms (which is less related to technology transfer,
the subject of this paper) have combined to turn mnc linkage exter-
nalities into social costs rather than social benefits, in comparison to
potential alternatives.
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iii) The mnc impact on indigenous entrepreneurship is also im-
portant to consider, given the emphasis placed by some theorists on
this factor’s key role in the development process. (42)

Again, however, it is rather difficult to discern social benefits
of mnc technology transfer in this context. Subsidiaries in Africa, for
instance, might conceivably be expected to encourage and assist the
emergence of small-scale local input supplies for their operations (as
the General Motors subsidiary has been described as doing, with im-
portant entrepreneurial benefits, in Australia). (43) The evidence, such
as it is, suggests otherwise. The low backward linkage effects described
above are one sign of this, since they mean few input supplies are even
obtained locally. Nor is this entirely a matter of non-availability ; oficials
of Kenya’s indigenous industrial estates program, for example, have
tried to persuade mnc subsidiaries to work with them to develop local
input sources from the estates, and have encountered considerable
resistance ; (44) subsidiaries seem to see no reason to help encourage
such social benefits from their operations — given the complexity
of many of the inputs into their consumption technology transfer, and
the consequent effort and uncertainty involved in having local entrepre-
neurs produce them.

The other side of the mnc impact on entrepreneurship involves
subsidiaries’ competition with local entrepreneurs. And again the
Kenyan evidence suggests strongly that negative social effects are the
consequence of this impact. Two industries were examined in some
detail in that country. In the first, shoe manufacturing, the low-cost
efficiency of large-scale production technology transferred by the Bata
subsidiary, combined with that firm’s promotion efforts, was seriously
undercutting small-scale African producers ; some 20 of the 32 enter-
prises investigated in one rural-urban district (Machakos) were decli-
ning — in many cases forcing entrepreneurs, with the skill to manu-
facture shoes, to nevertheless limit their activity to much lower-turnover
shoe repairs. In the second case, soap manufacturing, it was mnc con-
sumption technology transfer which was responsible for marked decli-
nes in profitability and/or turnover among local soap firms throughout
the country ; very high mnc advertising expenditures to promote deter-
gents and brandname toilet soaps seem to have shifted consumer de-
mand toward such products, as opposed to the simpler cleaning aids
made by local firms. (45) In both cases, those local firms that were
managing to adapt to mnc competition were doing so by adopting
mnc-type production or consumption technology — and were accor-
dingly starting to generate financial outflows for specialized machinery
and royalty or licensing fees.

In some sectors where production technology from abroad was
especially critical to use, mnc technological monopolization could have
even more directly damaging effects on local entrepreneurship. One
remarkable Kenyan case involved an indigenous entrepreneur who has
discovered a large fluorspar deposit and was seeking to develop it
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with  mining technology from abroad. Resource mnc’s, from Krupp
(of Germany), to Lonrho (of the U.K.), to Continental Ore (of the U.S.)
refused to provide the technology except through arrangements that
would put them in control of the deposit. The eventual outcome was
that the resource mnc’s and the Kenyan government forced the local
entrepreneur out of the project and established an mnc-managed joint
venture. (46)

Overall, then, Kenyan evidence suggests mnc technology transfer
undercuts the growth of indigenous entrepreneurship. And again, signs
of similar effects elsewhere in Africa imply Kenya is not atypical. The
same conclusion has been drawn on the basis of Tanzanian experience ;
47) it is reflected in complaints among Senegalese businessmen about
foreign domination ; (48) and it is evident in Nigeria in analysis of the
inequalities of mnc-indigenous competition there. (49)

d) A preliminary conclusion :

The implications of this section are : first, that mnc technology
transfer to Africa can generate social benefits in the shape of spread
effects of technological know-how among Africans ; second, that the
financial cost of this form of technology transfer is probably very high ;
and third, that this form of technology transfer also generates certain
social costs, in the shape of employment and linkage limitations, as
well as the undercutting of indigenous entrepreneurship.

It may appear, then, that the economic effects of mnc technology
transfer are likely to be distinctly negative in the case of most mnc
investments. The argument, however, is often made that these effects
reflect certain government policies (such as capital subsidies that en-
courage capital intensity and discourage mnc employment effects) and
can be reversed by changes in government policy or by government
bargaining efforts with subsidiaries. (50) The next section examines
evidence relating to this argument, on a wider political economy level
of analysis.

IiIl. THE POLITICAL ECONOMY OF MNC TECHNOLOGY
TRANSFER IN AFRICA.

This section first examines mnc-government bargaining, in a brief
effort to specify the nature of states relations with mnc’s in much of
Africa. Then the section attempts to explain such relations and under-
stand their implications through analysmg the mnc impact on mcome
distribution and class formation in African countries.

a) The nature of state-mnc bargaining

- 'The rationale for emphasizing state bargaining with mnc’s is evi-
dent in the discussion in Section one above ; the nature of technology
transfer is such that a wide range of « prices » might satisfy both sup-
plier and recipient. The low cost to an mnc of transferring the techno-
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logy, given that it has already been developed, interacts with the high
cost to the recipient country of innovating the technology anew. The
resulting price bargain, as Streeten has suggested, is likely to be deter-
mined by bargaining skills and strategy. An added incentive for a less-
developed country is the possibility of « unpackaging » the technology
component from the rest of the mnc investment, so that the potential
monopoly rents for technology are not reflected in high returns on mnc
capital and material inputs, too ; this perception has motivated govern-
ment strategy in Latin America. (51) Furthermore, bargaining strategies
can be used to try to share subsidiary behavior on externality issues —
so positive employment, linkage and entrepreneurship effect are gene-
rated by mnc technology transfer.

In fact, however, state-mnc bargaining in Africa seems of very
limited significance in all these respects. Detailed analysis of Kenyan
negotiations over the 1965-73 period shows that mnc’s gained most
from the bargaining — especially import restrictions or bans against
competitors, but also rights to duty-free input imports and government
financing ; the Kenyan government obtained far fewer concessions.
Mnc techology transfer in Nigeria seems to lead to parallel bargaining
gains for subsidiaries there. (52) Similarly, mnc enterprise in Senegal
seems to have used relations with the state to win assurances of mar-
ket protection and advantages in taxes and import duties. (53) In short,
bargaining in Africa seems often to have represented a means by which
manufacturing mnc’s win privileges from the state, rather than a cons-
traint by which social priorities or profit limitations are enforced on
them by the state.

This has been true even in cases where a number of mnc’s have
competed against each other for the right to undertake a given import-
substitution project. The 1968-69 negotiations between Firestone and
Kenya over a tiremanufacturing subsidiary offer a good example.
Despite competition from Dunlop and Uniroyal, Firestone bargained
out : a virtual monopoly for its new subsidiary ; the right to use its
own price formula ; rights to duty-free import of inputs ; government
financial participation in the projects ; the right to include technological
knowledge as part of its equity capital ; and the right to charge ongoing
fees on the new factory’s sales. Parent limitations on the subsidiary’s
export rights were also permitted.

Part of such mnc bargaining sucess undoubtedly reflects the po-
wer of technological control in negotiations. Transfer of production
technology seems especially critical to bargaining success. In Kenya,
for instance, intermediate goods producers, which usually employ more
sophisticated production technology than consumer goods producers,
were significantly more successful than the latter in winning conces-
sions from government during entry negotiations. In Senegal, too,
greater mnc influence generated by greater technological skills has
been noted. (54)
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But another element in outcomes like those for Firestone is the
goals of bargaining on the side of the state negotiators. In Kenya, there
is virtually no evidence that the state seeks to maximize employment,
linkage or entrepreneurial gains from mnc operations ; such articulated
state goals as regional decentralization of industry, which could increase
such gains, are in fact ignored in bargaining. (55) Nor is much out-
flow-reducing bargaining undertaken. Instead, the Kenyan state em-
phasizes two sorts of goals : a maximization of capital inflows, to
counter balance-of-payments constraints ; and more significant, an
increased role for Africans as partners, senior executives or profitable
retailers for mnc enterprises. (56) Thus mnc subsidiaries can win privi-
leges by agreeing to share them with a prominent African partner, by
clearly incorporating prominent Africans into their management, and/
or by establishing retail outlets owned by prominent Africans. In the
Firestone case, for instance, a former cabinet minister and one of the
governement’s civil servant negotiatiors were brought into the subsi-
diary as senior executives, while the government was given the right
to appoint retail tire distributors (including M.P.’s and the Defence
Minister’s son).

Bargaining thus emerges in Kenya as a key process in establishing
a symbiosis, or mutually co-operative dependence, between the state
and mnc’s. The mnc’s win privileges, particularly import protection
by which they pre-empt African markets from competitors, and can
accordingly maximize their monopoly rents from technology transfer ;
the state, in turn, gains a share, for those prominent Africans that
dominate it, in these high mnc profits. What does nor happen is signi-
ficant pressuring of subsidiaries to increase the social benefits and cut
the financial costs of mnc technology transfer. This bargaining process,
moreover, is what shapes government policy on import substitution,
and on effective capital subsidies. So it is also naive to expect exoge-
nous government policy changes that might generate different mnc
externalities. Government industrial policy, at least in Kenya, is part

of the developing state-mnc symbiosis.

b) A broader analysis.

The priorities of many African states in their bargaining with
mnc’s seem symptomatic of wider patterns of political economy on the
continent. And the state symbiosis with mnc’s seems to reflect a more
fundamental relationship between periphery African economies and
the international capitalist economy.

Within many African economies, the nationalist movements which
captured state power at independence have used the structure of the
state to underwrite their own embourgeoisement. This is reflected
across much of Africa in state allocations, regulations and tax systems
that seem — often despite the rhetoric of regimes — to generate cumu-
lative privileges for African insiders, who are able to accumulate high



Technology Transfer by Multinationals 107

state salaries, to obtain subsidized loans from parastatals, to step into
newly « Africanized » business sectors, and to escape significant tax
loads. Only a few states, like Tanzania, have initiated serious efforts
to restrict the embourgeoisement of their insiders and to shift state
allocations in favour of poor rural majorities. In Kenya, for instance,
the post-independence pattern of state-dependent capital accumulation
and manipulation of privilege, and its shaping of gross inequalities
among Africans, has been traced in some detail. (57)

It seems clear that in those countries where this pattern has had
some success, in terms of perpetuating itself, the role mnc technology
transfer has been a critical factor in the process. There has been a
deeper symbiosis implicit in this dynamic ; mnc technology transfer
has shaped class formation and income effects in such a way as to faci-
litate and sustain the emergence of the state-dependent bourgeoisie,
while the income distribution and state regulation associated with this
emergence have facilitated and sustained the growing role of manufactu-
ring mnc’s in the continent. The bargaining evidence above has already
suggested the importance of state regulation to mnc success via blocking
competitors’ market access ; it should be stressed, too, that it is highly
unequal income distribution of countries like Kenya, the Ivory Coast,
Zaire, Senegal and Nigeria (58) that provides a market for the consump-
tion technology that mnc’s transfer from the higher-income markets
for which it was developed (an egalitarian income distribution would
generate little demand for automobiles, for instance, where per capita
income is 150 Dollar a year !).

On the other side of the symbiosis, the analysis above has also
suggested how shares in mnc privileges can hasten insider embourgeoi-
sement ; (59) but this impact must be traced further. The state may be
strengthened through its share in mnc surplus — which can be used
to channel subsidized Ioans to insiders, or to defuse periodic political
protest by financing minimal gestures (like eliminating lower-level
school fees in Kenya). More significantly, it is clear in Kenyan evidence
that the nature of mnc production technology transfer helps generate
a small, relatively well-paid labour aristocracy in that country, (60)
defusing the possibility of working-class political protest ; at the same
time, mnc consumption technology transfer, as noted above, weakens
the emergence of independent industrialists in the system, pushing
local entrepreneurs who do succeed into close relations with the state
and/or the mnc sector — this also weakens the strenght of potential
political opposition to the regime. The result in Kenya has been well-
described by the 1972 ILO Report on that country :

« There is now a closer correlation of interests between the urban
elite, the owners of large farms and the larger, expatriate companies...
Moreover, such coalitions of interest were, before independence at least,
conspicuous, and racially vulnerable to nationalist challenges. Kenya-
nization has significantly reduced this risk. Moreover, within the circle,
the influence of foreign companies appears to be growing rapidly... » (61)
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This pattern of internal development in many African political
economies should be seen in a wider transnational context. The growing
polarization and inequality in such countries seem to reflect the inte-
gration of a segment of their economies more fully into transnational
capitalist production, by means of mnc technology transfer, while
most of the local society remains excluded from any benefits of this
process (the consequence of mnc employment and linkage limitations).
This is precisely the pattern of evolving capitalist dualism which Latin
American dependency theorists have analysed in that continent. (62)
Continuing mnc technology innovation perpetuates the transnational
core of this system ; and continuing mnc production and consumption
technology transfer of these innovations to periphery countries perpe-
tuates and extends the inequalities and structural duality there.

Overall, then, political economy effects of mnc technology transfer
may be rather central to the emerging patterns of income distribution
and dialectics of political struggle in much of Africa. Such technology
transfer seems to focus a symbiosis that furthers and sustains state-
dependent embourgeoisement and its inequalities ; it seems to shape
class formation that supports these inequalities (or at least accepts
them) ; and it seems itself to generate and extend the technological dua-
lism of the periphery by its fuller incorporation of a segment of peri-
phery political economies into the transnational capitalist economy.

1V. CONCLUSION

This paper has ranged rather too quickly over a wide set of issues
in assessing the effects on African economies of mnc technology trans-
fer. Much of the evidence drawn on, too, has been Kenyan — and the
particular history of settler colonialism and Asian entrepreneurship in
that country warns against generalizing Kenyan findings accross the
continent. Therefore conclusionis must be underlined as tentative.

Nevertheless, some key points do emerge. First, the peculiar eco-
nomics of knowledge underlies assessement of the mnc in Africa. They
suggest why the financial costs of mnc technology transfer to Africa
are so high. They also suggest why mnc’s generally reproduce their
technology in Africa ; and this reproduction underlies the limited em-
ployment and linkage effects of mnc production and consumption tech-
nology transfer, relative to alternatives ; at the same time, it is clear
that the success of mnc technology transfer undercuts those alternatives,
resting, as they do, on indigenous entrepreneurship.

The' economics of knowledge also explain why state bargaining
might be expected to be a socially beneficial response to mnc techno-
gical monopolization. It is in analysing the realities of such bargaining,
though, that the need for a somewhat wider framework becomes evi-
dent. For bargaining emerges as a path to mnc privileges rather than
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a means of enforcing social priorities. Closer analysis shows a state-mnc
symbiosis around technology transfer. Such transfer clearly helps per-
petuate regimes that are shaping burgeoning internal inequalities ; and
those inequalitites make technology transfer commercially lucrative to
the mnc’s. This symbiosis, in turn, seems the heart of a new transnatio-
nal dependency relationship into which African economies are being
drawn.

‘In - this wider context, it becomes naive for any conclusion to
consider the strategies that African governments might best adopt
toward mnc technology transfer — given its financial costs and pro-
blematic social external effects. For a few countries, like Tanzania, such
considerations might be useful ( and are reflected in decisions there to
rely much less on such technology transfer). But for most African coun-
tries, the critical prior question would seem to be how regimes will
be established, that in fact would determine strategy toward mnc’s in
terms calculated to serve the interests of poor African majorities. In the
dialectics of class struggle by which that question must be answered,
the effects of mnc technology transfer are important, but probably
not determinant. Mnc technology transfer is generating widening ine-
qualities and structural dualism ; but it is also shaping class formation
that, in the medium term, weakens likely political reactions against
that polarization.

In the longer run, the political economy effects of the growing
mnc role in countries like Kenya, Nigeria, Senegal, the Ivory Coast or
Zaire, are even more uncertain. (63) That can only underline the main
plea of this paper : for more probing, systematic, critical and ongoing
analysis of the mnc impact in African countries. While mnc invest-
ment in that continent is only an aspect of the ongoing dynamic of
world capitalist change, it is, for many African countries, clearly a
rather central aspect.
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RESUME

L’écart dans le domaine de la technologie entre pays 'riches et
pays pauvres a été souligné par beaucoup d’auteurs ces temps derniers.
L’on a par exemple soutenu qu’il suffirait que les connaissances. tech-
nologiques actuellement disponibles soient transférées vers les pays
moins développés pour que « leur transformation socio-économique
s’opére rapidement ». En méme temps, le réle capital des sociétés multi-
nationales dans le développement et le transfert de ces connaissances
a été reconnu. Et I'on a considéré ce role comme justification de Iatti-
tude des pays les moins développés qui consiste 4 encourager les multi-
nationales a intervenir dans leur économie.

L’article de Steven Langdon examine la validité de ce, raisonne-

ment dans le contexte africain. Il nous dit :

— premiérement, qu’il y a des facteurs économiques partlcullers
expliquant le réle capital des multinationales dans le transfert
de technologie ;

— deuxiémement, que ces facteurs sont a I'origine de problémes
importants causés par le transfert de technologie par des multi-
nationales vers les économies africaines ;

— et troisiétmement, que ces problémes sont eux-mémes a la base
d’initiatives de politique économique qui elles-mémes freinent
et détournent un progrés économique considérable et -équilibré
dans beaucoup de pays africains.
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La plupart des faits cités a I'appui de la thése de l'auteur sont
tirés du Kenya, en particulier de I'histoire du colonialisme, des colons
et celle des hommes d’affaires asiatiques dans ce pays. Ces faits, typi-
quement kenyans, ne sauraient étre généralisés a tout le continent. Ces
conclusions doivent donc étre nécessairement consxderees comme non
définitives.

Cependant, quelques points capitaux apparaissent. Tout d’abord
I’examen de la conception particuliére que les multinationales ont du
savoir technologique permet de comprendre leur role en Afrique. Nous
pouvons ainsi comprendre pourquoi les cofits du transfert de technolo-
gie par les multinationales en Afrique sont si élevés, et aussi pourquoi
les multinationales reproduisent en général leur technologie en Afri-
que. Cette reproduction est a l'origine de la limitation de I'’emploi et
aussi de l'effet de dépendance caractéristique du transfert de la tech-
nologie de production et de consommation par les multinationales
pour ce qui est des alternatives, En méme temps, il est clair que le
succés du transfert de technologie par les multinationales est préjudi-
ciables a ces alternatives, celles-ci étant basées sur P'initiative locale.

Cette conception économique du savoir explique aussi pourquoi
le marchandage par I’Etat peut étre considéré comme une réaction
socialement payante face au monopole technologique des multinatio-
nales. C'est cependant I’analyse des réalités de cette situation qui révele
clairement la nécessité d’un cadre plus élargi. Car cette situation ap-
parait plutét comme un moyen de renforcer les priviléges des multi-
nationales que comme un instrument de concrétisation de priorités so-
ciales. Une analyse poussée révéle une symbiose entre I’Etat et les
multinationales pour ce qui est du transfert de technologie. Il est
clair que ce transfert contribue & perpétuer des régimes qui fagonnent
des inégalités internes naissantes qui ellessmémes font du transfert de .
technologie une opération commerciale rentable pour les multinatio-
nales. Cette symbiose semble étre au cceur méme d’une nouvelle relation
de dépendance transnationale dans laquelle soit attirées les économies
africaines.

Dans ce contexte élargi, il serait naif d’examiner dans une conclu-
sion les stratégies que les gouvernements africains pourraient adopter
face au transfert de technologie par les multinationales étant donné
son cofit et les problémes soulevés par ses conséquences sociales exter-
nes. Dans le cas de certains pays comme la Tanzanie, ce genre de
considérations pourrait €tre utile (et apparait d’ailleurs clairement
dans la décision de compter beaucoup moins qu’ailleurs sur le transfert
de technologie). Mais pour la plupart des pays africains, la question
critique prioritaire serait de savoir comment établir un régime qui déter-
minerait réellement face aux multinationales une stratégie destinée i ser-
vir les intéréts de la majorité pauvre des Africains. Dans la dialectique
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de la lutte des classes qui doit nécessairement mener & une réponse
a cette question, les effets du transfert de technologie par les multina-
tionales sont importants mais probablement pas déterminants. Le trans-
fert de technologie par les multinationales est actuellement a l'origine
d’inégalités croissantes et de dualisme structural, mais elle engendre
aussi la formation de classes sociales ce qui 2 moyen terme affaiblit tou-
te possibilité de réaction politique contre cette polarisation.

En fin de compte, les effets sur la politique économique du rdle
croissant des multinationales dans des pays comme le Kenya, le Ni-
géria, le Sénégal, la Cote d’lIvoire ou le Zaire sont méme moins cer-
tains ; ce qui ne fait d’ailleurs que confirmer I'appel lancé dans cette
communication en faveur d’une analyse plus fouillée, plus systémati-
que, plus critique et soutenue de I'impact des multinationales dans les
pays africains. Alors que les investissements des multinationales dans ce
continent ne sont qu'un aspect du changement dynamique du systéme
capitaliste mondial, ils constituent néanmoins pour beaucoup de pays
africains, un aspect central et primordial de leur vie.
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