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Abstract

World Investment Report’s like United Nations Caweigce on Trade and Development (UNCTAD) detaildeen
in global foreign direct investments in which Kerigaanked below its neighbours and other emergiagkets.
This study evaluated the contribution of Foreigmeldi Investment on the growth of Agro-Processingt&e
The objectives of the study were to determine ttier# of use of FDI and its contribution on thewtio of Agro
processing sector. This study adopted a survegmeBhe study target population was 350 resporsd&ample
size was 78 respondents selected using simple masdmpling. A structured questionnaire was usezbliect
data which was analyzed using descriptive stesistegression analysis and a 5 point Likert s@flady results
showed that Foreign Direct Investment in the Agracpssing Sector influenced technology spill ogegation
of employment opportunities and resource improvenfel accelerated to a greater extent growth éngéctor;
and a positive relationship existed between FDIgnaavth of the agro processing sector; correlatiefiicients
determined confirmed a positive association betwe2hand growth of the sector where productioruvads
and profit are output variables that measure gramthe agro-processing sector.
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1. Introduction

1.1 Background to the Study.

Foreign Direct Investment (FDI) consists of a floiwcapital, expertise, and technology into the lumgintry. It

is defined as an investment made to acquire lagtiggest in enterprises operating outside the @egnof the
investor (IMF Report, 1993). Interested researchayantries and international organizations haweeasingly
recognized the importance of foreign capital towgto FDI has emerged as an important form of irggomal
capital flow. The surge in Foreign Direct Investinfiows to developing countries is attributed tereased
cross border mergers and acquisitions for examm@eyK and Japan have various projects like Sondiu Mir
hydroelectric power station funded by the governhegrlapan. Other companies operating in kenyadititeid
by the FDI include: James Finlay company formehly African Highlands in Kericho and Del Monte farms
Kenya owned by foreign investors. The most recerdrlilV Investment Report from the United Nations
Conference on Trade and Development (UNCTAD, 2@&tails trends in global foreign direct investmeints
which Kenya ranks way below its neighbours and rotimerging markets on FDI flows.

The United Nations Report, (2005) states that #aelihg recipients of Foreign Direct Investmentdnf$ in
Africa are South Africa, Egypt and Nigeria. In 2006flows to South Africa amounted to US$6.4 biflio
representing 21.4% of the entire inflows to Afrithe continent has the least proportion of FDI #reltrend
shows a continuous decline. Statistics indicaté lilga2003, FDI inflows to Africa accounted for betn 2-3%
of global flows compared to 6% in the 1970s. Imtef productivity, Africa experienced modest griovirom
the 1960s to the late 1970s (UNCTAD Report (200hg decline was due to political and civil unrestyctural
and institutional errors that kept the developimgirtries to continue operating under unstable ipalitand
economic policies.

Kenya has a large agro-processing industry refigctihe importance of the agricultural sector in Kenyan
economy. These industries range from processirgesfaod and fruits, beverage and tobacco prodndio
both the domestic and foreign markets. Food prangss one of the key activities in Kenya's agrogassing
industry. Large firms processing pineapple and dewiange of household products using agricultuag r
materials were focused in this study. Del Monter(#@ Ltd is a multinational company which is owrigdthe
US-based Delmonte Foods International. Del Monta fn Kenya started operation in 1965 when it tookr
from a local company called Kenya Canners Ltd wiiall been in existence since 1948. Del Monte coctsti
a large cannery plant backed by workshops, traifaniities and a large plantation at Thika TowrmanBlairobi.
Kenya Fruit Processors is owned by a British Corgpamd operate in Thika Town in Nairobi and dealthwi
juice processing.
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1.2 Statement of the Problem

The recent developments indicate a departure ofimatibnal companies in scaling back new investisiémt
their operations in Kenya; some companies have thélveir manufacturing plants to other countrieshsas
Egypt. Some of the firms have either transferredestructured their operations. Delmonte and Kefyat
processors are multinationals companies in Agragssing sector and they have a duty to make satetth
FDI inflows produce positive results. The existempirical evidence is in contrast with more settlegbretical
evidence and show mixed results about the reldtiprizetween FDI and growth of Agro processing setrt@a
country (Harrison, 1996). There is conflicting infaation regarding the question as to how and tot wktent
FDI influences growth. The contribution of FDI toetagro-processing sector growth may confine tresipte
effects to the short-run when actually it has aytloun contribution.

1.3 Objectives of the Study

The general objective of this study was to evaltlagecontribution of Foreign Direct Investmentstba growth
of agro-processing sectors in Kenya. The speclijedives are:

i) to determine the extent of use of the Foreigre&lilnvestments (FDI) in the Agro processing seittiKenya;
i) to evaluate the contribution of Foreign Diréatestments (FDI) on the growth of the Agro proaegsector
in Kenya.

1.4 Scope of the Study

The study focused on the foreign direct investmeatsicularly those companies in the Agro proceassiector
in Kenya. The Agricultural sector forms the badkné of the Kenyan economy. Agricultural processed
commodities accounts for 30% of the total commoditgrket share (Hull, 1999).The study findings can b
generalized to other sectors in the economy angsbd to set strategies to overcome the prevailmgtcaints
on Foreign direct investments and enlighten theapei sector, donors and the government on the fared
Foreign Direct Investment in the Agro- processiagtst.

1.5 Limitations of the Study

The data collected was limited to the context eéiign direct investments on the growth of the ggmeessing
sector in Kenya, and for a period ten years fro®011® 2009.

2.0 Theoretical Literature

2.1 Foreign Direct Investment in the Agro-Processing Sector in Kenya.

According to the agro-processing Development Phakanya (2006-2010) the main objective is to endlidgh
sustainable and equitable growth, improve sociairenment and living conditions for rural peopleesially

the poor, protect and sustain natural resources emdronment through effective and dynamic sector
management emphasizing decentralization and imeiusi stakeholders in decision-making, regulat&eryvice
delivery and monitoring. Agro - processing sectoKenya has been described as a success in exfouits,
vegetables, flowers. Exports have grown to over UEED million in 1999 equivalent to 17 percent of
agricultural exports; in this regard small farmkave proved effective suppliers for products likerieh beans

or avocados. Approximately 85 to 110 thousand pe@ske employed in the sector as farm labourers and
industry workers. According to the Manufacturegd Industry Sector report (2008) growth in exmdrigro
processing sector products in Kenya declined frof% o 4% during the 1974-1983 this was due to new
competitors and to new quality standards whichdaete technical barriers to trade. Kenya's expartagro
processed products have received far more attetitim the domestic system. For example the smadkiol
share in horticulture export market had fallen fré&%6 in early 1990s to about 45% in 2004. It cardihto fall
given the difficulty for smallholders to adapt toetnew international traceability obligations. Téhemestic
horticulture system is larger and has shown moselate growth. In the year 1998, four of the latgegorters

in Kenya were sourcing only 18% of their produaanrsmall farms, while 42% from large commercialrar
and 40% from exporter or leased land.

The Agro-processing industries comprise of foodtdihnology, textile, leather, beverages and tahageaper,
wood and wood products. Manufacturing and Indusector report (2008), asserts that Kenya's agro-
processing sector is among the key productive sealentified for economic growth and developmestduse

of its immense potential for wealth, employmentatian and poverty alleviation. The performancehaf Agro-
processing sector has been affected by low capjtadtion, use of obsolete technologies and higttscof doing
business which is attributed to poor state of ptalsinfrastructure, limited access to finance, ediresearch
and development, poor institutional framework, amtlequate managerial, technical and entreprereskilts.
This has led to the limited local and Foreign Direwestment (FDI) in the country and the high tmwf of
investment to the neighboring countries. Despites¢h many challenges and issues in the sector, the
implementation of the Economic Recovery Strateg\RSE from 2003-2007 has resulted in improved
performance of the sector with an annual growtl oht5.5 percent between 2003 and 2007.
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The Kenya's investment code which was developedutiit the Investment Promotion Act 2004 led to
enactment of Kenya investment Authority which pdmd a one-stop-shop for licensing and registratibn
business in 2006; this was a big step towardsitatiilg development of basic infrastructure for #naand
medium enterprises (SMEsS) to serve as incubatorstfe Agro-processing sector. The Private Sector
Development Strategy (PSDS) formulated in 2006 tech the participation of the private sector inremaic
growth. The National Exports Strategy (NES, 2004% fiormulated to improve competitiveness of theasec

2.2 Economic Aspectsand Theories on FDI

Thomas L.B (1993), research on the focus in theri@tional business literature on host governmetitips
that create market imperfections and make FDI am@uically rational strategic alternative for firmhis has
diverted attention from a variety of other typegeftinent government policies and a wide rangheif effects
on FDI. The research analyzed the multiple effegftsdiverse types of government policies on market
imperfections and FDI. It is clear that there asarections of government policies to market impeidas and
FDI. Adam Smith (1776) described the export themsyone of the neoclassical growth models; the lyidgr
argument of the theory was that countries needxpmreé goods and services in order to generate reveén
finance imports which cannot be produced indigelyoubh most cases, Gross Domestic Product (GDRpésl
as a measure of a country’s economic potency aptbitides an estimate of the value of goods andicas
produced in a country in a specified period (Tayd92).

Marin (1992), in relation to the export theory therformance of exports has a stimulating effe@ tmuntry’s
economy especially in form of technology spilloverfie export theory further predicts that growtrekports
causes economy wide productivity gains which an®uot enhanced gross domestic product are linked to
sustainable economic growth through the balanqeagients. The constraints on the balance of payite
when a country’s level of imports exceeds thatxgfogts. In such a situation, the deficit can ongyflmanced
either through government borrowing or use of thentry’s reserves. Moreover, the Multi-National &mptrise
(MNE) has positive effects of inward FDI on a hostintry's exports. In this case, the multinaticevaerprise
may outsource some segments of its production psote the host country and export these (internedia
products back to the home country (as well as otloeintries). Similarly, when the host country hasoat
advantage and costs of trade are low (as comparti ttrade costs of the home country), the hashttg may
be used by the Multi-National Enterprise as an exptatform for serving its home market, as wellaiber
markets. The idea is that firms must have cedaivantages in order to become multinational congzanihe
selected companies in this study are Multi-Natismalthe sector.

Dunning (1993), the study organized Multi-Natiorahterprise advantages in three basic groups: first;
ownership advantage that refers to the case wher®NE have a product or a production processgiatides

it with market power in the foreign market. Secgndbcation advantage that indicates that the matibnal
needs to locate production abroad to maintain dtmpetitive advantage, and finally internalizatiatvantage
that suggests that the MNE have an incentive tdoéxfis ownership advantage internally. The market
imperfection theory explain that firms only investerseas if they can capitalize on those capaislifiat their
competitors in the foreign country do not have wilte hope of making high returns, control more ratgk
increase their profitability and create oligopoligéymer, 1970). Further the international productibeory
states that the tendency of firms to invest oversedependent on a cost-benefit analysis of paatidactors in
both its home country and the receiving countryisTtheory explicitly states that the decision teest in a
country is dependent not only on the anticipatedrns but also on a country’s specific factors lidariers to
entry, political stability, cost of capital and prection, economies of scale and demand for prod&atss may
invest in countries where labour and raw mater@s comparatively cheaper in order to minimize ost
(Carbaugh, 2000).

The Modernization theory originated from the claabitheories stipulates that foreign direct investincan
promote economic growth by providing external capithich spills over to the entire economy. Thel spier
may be through technology advancement, increasédeety or improved productivity (Findlay, 1978).
Furthermore the dependency theamticizes the modernization theory; it hypothesizbat foreign direct
investment may show a positive impact in the shamt but it may have an adverse negative effe@ammomic
growth in the long run. The short run effect isribtited to perceived increase in savings, investsend
consumption, which create immediate economic impdtte in the long run, the effect of accumulatioh
foreign direct investments is due to interveningchanisms of dependency such as decapitalisatiotaakddf
linkages (O'hearn, 1990). These research findingsvate this study on the contribution of FDI te throwth of
agro-processing sector in Kenya.
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The benefits of foreign direct investment in redatito human capital formation and enhancement & th
multinational firms tend to offer more training tioeir employees compared to domestic firms (Gerdobi,
1987). The training provided by the multinationatexprises normally supplements the existing skillsof the
work force and provide a useful demonstration eftéche type of skills that are required for aagivbusiness
sector. The desire to create, maintain and coraelicharket share, profitability and growth residtdoth a
revision of and change in business strategies raahastry structure. The dynamics in the businesgr@mwent
have led to increased investment in research amdla@@ment which by itself has stimulated innovatamd
competition in the domestic economy. An increaséieign direct investment may enable the host tguio
service its debt obligations, stimulate exports imoedease its foreign exchange reserves positioth Bconomic
theory and other studies indicated that foreigedaiinvestment is beneficial to the economic groeftost
countries; some studies show the reverse effeEDdfon the economic growth. For instance a studyedby
Bornschier (1980), found out that in the long rarefgn direct investment reduces the rate of econgnowth
because of its dependency effect which is realirealigh decapitalisation; a situation where invesstepatriate
capital, interest and dividends to their motherntgas. According to Sims and Lake (2000), exprésbat
“Trade and Investments are only a means to an edchat an end in them.” Foreign direct investmesild
have a negative impact on employment upon acquistf a domestic firm through redundancies. Consetiy,
countries should take precaution and desist froem egtimating the benefits of FDI and relying orefgn direct
investment as a major source of finance for thewretbpment.

The GDP for Kenya since 1999-2008 is shown in et below.
Table 2.1 The GDP for Kenya since 1999-2008

Year 1999 2000 2001 2002 2003 2004 200p 2006 2002008

GDP(%) 2.4 -0.2 0.8 1.2 2.9 5.1 5.8 6.4 7 56

Source: Kenya Bureau Statistics (2014)

2.3 Empirical Literature

Different studies undertaken show robust resultserard to the relationship of Foreign Direct Irtwesnt to
economic growth, its impact and determinants. Tésults of the studies show varied findings with som
indicating that Foreign Direct Investment causemnemic growth, others showing the reverse relatignand

in some cases no relationship. Carkovic and Le{@896) study findings indicate the impact of Forelgirect
Investment on economic growth is not straight faxaut rather it depends on a country’s specifatdes: the
development of local financial markets and the atiooal level of the country’s population. The fimgls were
consistent with those Durham (2004), and HermesLandink (2003), who found that only countries withll-
established financial markets benefit from Fordijrect Investments. This study adopted a surveygdesnd
focused on financial markets as an independenabigri In the Kenyan context the flourishing conipa that
are quoted in the Nairobi Stock Exchange in the&SBfre Index majority are from the Agro-Processiagt&:
Kakuzi Limited, Rea Vipingo Limited, Sasini and WUwér Limited. These studies did not highlight the
relationship between FDI and growth of the Agrod@ssing sector. A study done by Zhang (2001), atdit
that a key benefit of FDI to recipient countriestéshnology transfer and spillover efficiency bhistbenefit
does not automatically occur, but rather dependshenabsorptive capabilities which include: a ldetrade
policy, human capital development and an exposrted FDI policy. Borensztein et al (1998), stfmiynd out
that Foreign Direct Investment had a positive imhpac economic growth. Further a study done by Blodms
and Kokko (1997), noted that Foreign Direct Invesstinmay promote economic growth in host countrigtstioe
exact relationship between Foreign Direct Investimamd economic growth varies with sectors. Thisenot
motivates this study as the sectors in Kenya rédmmge service; manufacturing and agro-processingwported
by Foreign Direct Investment (FDI), their contrilmut towards the GDP is not the same due to thaiying
scales of production and growth.

A study by Bornschier (1980) asserted that For&gact Investment has an initial short run positeffect on
economic growth because of its early drive of eeoicoactivity. Further the Organization of Economic
Commission for Development (OECD, 2002) report adwe that Foreign Direct Investment elicit techmgyio
spillovers and creates a more competitive busiaassonment enhancing business development andilootet
towards International Trade Integration all of whiadds to economic growth. De Mello (1999) researsdd
both time series and a sample of 32 developed enel@ping countries; the findings indicated wedktrenship
between Foreign Direct Investment and economic trottarrison (1996) study findings indicated thatetgn
Direct Investment enhances productivity as compasedomestic investment and there were no indinatib
positive short run spill over. The study furthepkzined that in the short run Foreign Direct Investt may
unfavorably have an effect on domestic investmegrichpturing” part of the market share which magdédo a
reduction in capacity utilization by the domestionf This study focused on short-run effects of Fidd
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economic growth in relation to domestic investmdiite economic growth of any economy takes into acto
the contribution of its sectors. Therefore it i4 aear to what extent the contribution of FDI tlmaomic growth
is via the agro-processing sector.

Further, Mulandi (1998) study focused on the lsaftural produce turnover in terms of tonnage aaldie and

the export performance. This study did not highligite influence of FDI on the growth of the sectbfaritime
(1994) researched on the structure and performaiite fruits and vegetable processing in Kenydaifocus
on the industrial policy; research findings indaxhthat the policy of processing products was negaately
fulfilled as the country continues to import frpitoducts, juices, pickles chutneys and grape prsdaed not
much was towards meeting national objectives difpr exchange earnings and employment creation.

The study further indicated that the distributidittee agro-processing firms was influenced by teedchto be
close to the market, the barriers to entry intoghecessing business and the conduct of the priogesglustry
in Kenya. The findings pointed out that provisidnnearket information, investment information, prsiein of
credit facilities and infrastructure developmenipheghen expanding the processing industry. Thasdies have
not captured issues related to Foreign Direct linmest and growth of the Agro processing sector anya.
This study seeks to evaluate the contributioRDF on growth of Agro processing sector.

3.0 Resear ch M ethodology
The study adopted a survey design of selected Agroeessing Investments in Kenya. The design peavitie
researcher with the desired information and undedihg of the relationship between Foreign Direct
Investments and growth of the agro processing sé@cttéenya. The study covered the selected Agrocessing
Firms in Kenya: Del Monte, Kenya Fruit Processofsnited. The research target population was 350
respondents: Delmonte Kenya Limited 215 respondéfeaya Fruit Processors Limited 135 respondents wh
are in the agro- processing sector (HorticulturedpgCDevelopment Authority, 2015).The study samplegny
study was determined scientifically using the folmeu n = { Nc,?} / { ¢, + (N- 1) € } Where: N is the target
population (350; cis the coefficient of variation (take 0.5); e- Ticlace at desired level of confidence, at 95%
confidence level (take 0.05), (Nasiurma D.K 2000)
n={Nc’}/{c’+(N-1) &}

= (350x 0% 0.5 + (350-1)0.05

=87.5/1.1225

=77.95
Therefore 78 respondents were selected for a safimpthis study. The sample proportion from eaompany
was determined as: Delmonte Kenya Limited {215/3%048 = 47.9, thus 48 respondents was selectedy&en
Fruit Processors Limited {135/350} x 78 =30.08, $hBO respondents were selected using simple random
sampling. Therefore the study sample for this ne$eavas 78 respondents all drawn from the selected
companies dealing with agro processing activiti€ae questionnaire was used for data collectior Validity
of the instruments is its ability to be used fotadeollection and obtain the required data fromfiblel. Content
validity was provided through adequate coveragtheftopic under investigation on the questionnagét may
deem right as per the expert advice. Reliabilitthes ability of the instruments to provide consist@formation
in order to draw informed conclusions (Kothari, @80. Reliability of the questionnaire was determlity test-
retest method in the region of study using respotsd@ho were not part of the study sample. The tqprewire
was administered and then re-administered to cuortfie consistence level of the result. The alprenBach’s
value obtained was 0.87 and is consistent withsthadard 0.The data was analyzed using descriptive and
inferential statistics. Descriptive statistics was used to summarize the data collected during the survey and it
involved working out the mean, percentages and frequencies, which were used to assess the variables. Simple
Regression Analysis and a Likert scale point of 5 to 1 was used to assess the relationship of the variables: FDI
and growth of the agro processing sector (performance) in this study. The results of this study were tested at a
95% confidence level.

4.0 Results and Discussion

4.1 Foreign Direct Investment in the Agro- processing Sector.

The researcher sought to find out whether the emyig in the Agro- processing sector do receiveefgor
Direct Investment.
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Table 4.1 Foreign Direct Investment in the Agro- processing Sector .

Receiving of FDI Frequency Relativeguency

(FieldResponse) f %
Yes 73 9%6
No 5 6.4 %
Total 78 20

From the table 4.1 above it indicates that 93.6%3) ¢f the total respondents expressed that thenpemy do
receive Foreign Direct Investment. While 6.4% (Bppondents expressed the opposite. This information
indicates that the Agro processing sector do recéle Foreign Direct Investment to finance somet®f
operations’.

4.2 The Influence of Foreign Direct Investment in the Agro- processing Sector

The researcher sought to find out the influenc&Dbf in enhancing the growth of certain factors lie tAgro
processing companies. The resduitglicate that foreign direct investment do influenmoderately(3.63)
technology spill over, influential (4.18) on theeation of employment opportunities and resourgarévement
and accelerated company growth in the sector toodenate influential(3.68); further human capitaldan
entrepreneur skills development was influenced ematgly (3.44). This indicates that Foreign direct
Investment do enhance the growth of the factorswdsed in the agro processing sector.

4.3 Flow of FDI tothe Agro Processing Sector in Kenya

The researcher sought to find out whether cer@tofs do influence the flow of FDI to the agro qessing
sector in Kenya. The statements in Table 4.3 balommarize the response rates obtained from the fldle
results show thapolitical and civil unrest in a country do influento a very great extent (4.58), closed political
regimes in a country do influence to a great ex{8ri8), unstable national economic policies ddugrice to a
moderate extent (3.38), the level of policy andficial risk assessment score on the economic sefiteenced
to a moderate extent (3.47), improved investmeimate through subsidies and tax rates reductiogréat
extent(3.85), inadequate physical facilities arfdaistructure (roads, offices) to a great exterigBand lack of
appropriate legal framework in a country in suppdrEDI, Influenced to a moderate extent (3.47)e Tindings
further indicated that cross border balance ofdradluenced to a moderate extent (3.18). The @Tin
activities in any country are dependent on theil#ain both political and civil arena as this pides a
conducive environment for investments opportuniti€ee agro processing sector is not an exceptiois; t
consequently influences the flow of FDI to the agrocessing sector.

4.4 Production and Export Volumesin the Agro- processing sector

The researcher sought to assess the contributiégtDbfto the agro processing sector in terms of wiutphe
researcher analyzed the volumes of both produei@hexport in tonnes. The response rate obtaired fhe
field was as in Table 4.6a below.

Table4.4a Production and Export Volumesin the Agro- processing sector

Year 1999 2000 2001 2002 _ 2003 2004 2005 2006  20@D08
Production 6,241 7,211 8,247 8532 9021 11,670 11,920 15,1847 8,901
Kgs,(000,000)

Exportsales 2,350 1,760 3,950 4,000 4,980 6,140 8,800 8,580 707,94,020
Kgs,(000,000)

Table 4.4a above indicates that production tremdebsed from 1999 to 2006 but in 2007 and 2008 the
production decreased. This indicates that theaepistential domestic market for the agro procegseducts.

4.4 b FDI and Production Volumesin the Agro processing Sector

The study sought to evaluate the relationship betweDl and production volumes and the informatibramed
was tabulated as in Table 4.6 b below.
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Table 4.6b FDI and Production Volumesin the Agro Processing Sector.

Year FDIin Kshs Production

(000) in kgs
(x) (000,000) N y? Xy e
v)
1999 86,400 6,241 7464.96 38950081 539222.4 19@607
2000 72,000 7,211 5184 51998521 519192 6444281.796
2001 63,000 8,247 3969 68013009 519561 936073.6651
2002 47,200 8,532 2227.84 7295024 402710.4 65936.75
2003 56,400 9,021 3180.96 81378441 508784.4 399235
2004 79,800 11,670 6368.04 136188900 931266 2122065
2005 113,000 11,920 12769 142086400 1346960 710663
2006 152000 15,193 23104 230827249 2309336 472535.1
2007 98000 14,947 9604 223412809 1464806 13335212.3
2008 26000 8,901 676 79227801 231426 3557527.87

Source: Field data (2015)

Using the regression line equation: y = a ++b& where y is the volume of production in tonness the y
intercept which means that without any FDI thera nstant production. The b is the gradient efrdgression
line and measures the change of production assdcigith one unit change in FDI. From the Tableah6ve it
show various calculated values using FDI represeie (x) and production volume in kilograms(y) data
obtained from the field. The established valeds b anda were + 59.45 and + 5469.159 respectively
(Annexure tables 2a and 2 b).y=5469.159 + 59.4%,e standard error of regression was used to fired t
relationship between FDI and production volumeth&Agro processing sector (Annexure table 5) éstadd a
standard deviation of ,$ 8.79, and that of ;& 1929.615; these were subjected to the set camfil level at
95% and t-test and a degree freedom of (n-2R £8; to estimate the true interval of the paranseteandf
and the set confidence limit( Annexure table 6a taide 6b); the implications indicated that theges lies
1019.5 a<9918.85 and 39.18026b < 79.71974. This implied that the regression cordianits lies between
the values obtained. Thgg the table value equal to 2.306 at 95% levelarffidence from the table using t-test.
Since the coefficienta andb lie within the stated limits. The researcher raotends that the regression lipe

= 5469.159 + 59.45x; can be confidentially be used to predict the vemigt in FDI and the production volumes
in kilogrammes per year. It is also important tdenthat the two variables production volumes and irDhe
agro processing sector have a positive relationshélevel of production increases as FDI levetéases. The
implication is that FDI contributes positively tomda the growth of the agro based processing secirin the
country in terms of enhanced annuals operations itndelated output parameters. The study analyzed
graphically the results to illustrate the relatioipsbetween FDI (in millions) and production (in €¢00,000").
The figure 4.1 below summarizes the trend anabysike responses obtained from the field.
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Figure 4.1 Trend of FDI (in millions) and Productitin Kgs) over time.
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The graph shows FDI in million shillings and protion in kilogram’s (000,000) over time. The FDIécted to
the industry decreased since 1999 to 2002 butdfterat increased until 2006 when it dropped. Pphaduction
also increased dismally until 2006 the dropped. RVRBI increases the production increases at arasing

rate.

4.5 Foreign Direct Investment and Trading Profit Volumesfor the Company

The contribution of the foreign direct investmewoivards the growth of the agro processing sector was
established. In this study profit earned per yeas wsed as an indicator of growth against the darelirect
investment pumped into the sector. The respongeatatained from the field was recorded as in tidetd.7

below.

Table 4.5 The Volume of FDI and Profit earned in Kenya Shillingsfor therespective yearsfor the
Company.

Year FDI in Kshs Profit earned

(millions) in kshs
(millions) NG v Xz e
) (2

1999 86.4 1487 7464.96 2211169 1284768 170912.79
2000 72 1364 5184 1860496 98208 26529.90
2001 63 1289 3969 1661521 81207 19.54
2002 47.2 1199 2227.84 1437601 56592.8 99497.35
2003 56.4 1044 3180.96 1089936 58881.6 6117.74
2004 79.8 1475 6368.04 2175625 117705 64623.74
2005 113 2727 12769 7436529 308151 18654.10
2006 152 3893 23104 15155449 591736 84634.45
2007 98 2631 9604 6922161 257838 184624.90
2008 26 776 676 602176 20176 195682.37

Source: Field data (2015)

table 4.7 above show various calculated valuesguBiDl represented by (x) and profits (z) data. gsihe
regression line equation: z = a +; ixe value ofb obtained was- 25.94 and that o was - 304.8 (Annexure
table 2a and table 2b). The determined standarititavs wereS,= 1.12 andS, 246.45 respectively (Annexure
Table 5). These values were subjected to theosdidence level at 95% using t-test and a degessdfsm of (n-
2), 10-2 =8. To estimate the true interval of gaameterst and g and the set confidence limit, the study
established that - 909 a< 227.5 and 23.368 b < 28.52. This implied that the regression constamits lied
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between the values obtained. Tthis the table value = 2.306 at 95% level of confmefrom the table using t-
test. Since the coefficiengésandb lie within the stated limits, the researcher renwends that the regression line
z = -340.8 + 25.94x can confidentially be usedredgrt the variations in FDI and the profit lev@rpyear. It is
also important to note that the two variables prefrel per year and FDI (x) has a positive reladinip and that
the level of profit increases as FDI level incrsas@d vice versa. The implication is that FDI cimiies
positively towards the growth of the agro basedcessing sector and in the country in terms of eoddn
annuals profits. The study analyzed graphicallyrdmults to illustrate the relationship between anmi@f FDI
and profit (in millions). The figure 4.2 below suranzes the trend analysis of the responses obtdinedthe
field.

Figure 4.2 Trend of FDI and Profit (in Million Shilgs) over
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The graph above shows the relationship betweenarDIProfit (in million shillings) over time; thathgn FDI
increases the profit is also increased. The amofirEDI injected into the sector has an effect oofipr
generated.

4.6 The correlation between the variables: FDI and Production Volumes

The study further established the correlation betwthe FDI and production volumes in the Agro pssogg
sector in this study. The formula for the calculatof Pearson’s correlation coefficient was adogfethexure
table 1) and the determinedvas positive 0.685080337. The study further sotmkstablish the correlation
between the FDI and profit in the Agro processiactar in this study. The determinedvas + 0.95202. The
two correlation coefficients determined by the gtadow positive association between the two vagsbl
independent and dependent variables. Both pramugtlumes and the profit realized are output \deis that
are measure growth and this can be predicted fihemegression equation y = a + tand zy = a + hxas the
values forb are positive. Therefore there is a relationg@fween FDI and growth in the agro-processing
sector.

5.1Conclusion

It is observed thatoreign Direct Investment do influence the growtthe agro- processing sector; moreover
the size of the inflows influence the growth indexhe sector. Kenya as a country has to maketsfforattract
FDI through government regulations and policy frameks to boost the Agro-processing sector in Kenya.
Therefore it is justifiable to conclude that Fore@irect Investment has dogged the growth of thre ag
processing sector in Kenya.

5.2Recommendation

To consolidate the fragile economic growth andinrethe country onto the vision 2030 growth trajegt the

policies related to FDI and Agro processing sestowuld be geared towards inclusive and sustainaipie

economic growth. Policy priorities be centered oormmic growth, equity and poverty reduction anteeded
into the attainment of millennium development gdhl®ugh prioritization and allocation of budgetaegources
to the sector. Liberalization policies on the pafrthe government and other regulations shouldalleréd to

encourage foreign investors onto this sector.

5.3 Suggestionsfor Further Research

Further research can be done using experimeesidjas or observational studies that can invoha&eobng an
already existing situation; this can look into cab@f companies in which the investigator may rpaldte the
independent variables and observe the outcome c#risgive cause effect analysis. This study wasreey
design; if a different study design is applied @ioly the result may be different. The sample siedun this
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study was small a further investigation should beedusing a bigger sample size incorporating atberpanies
this may give different results with a close gelieasion to the population. Further investigaticencbe done
across industries to uncover the similarities aifiggrénces FDI and growth. Moreover further reshatan be
done using another research instrument like int@nschedule or open ended questionnaire as thisginay
more information on this field of study.
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