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Abstract 

 
We analyze in this paper the determinants of voluntary knowledge transfer from MNE to their local 
suppliers in 19 Sub- Saharan African countries. Using a novel dataset from the 2010 Africa Investor Survey 
by UNIDO we find that i) firms that are more integrated into the local economy for example by having a 
local partner of being registered by the IPA, ii) more innovative firms or firms that had received an 
external knowledge transfer in terms of license agreement and iii) firms that see local sourcing as a way to 
optimize value chain efficiency tend to transfer more knowledge to their local suppliers. iv) Finally a larger 
degree of subsidiary autonomy, especially regarding supplier selection and capital expenditure is related 
with higher probability of voluntary knowledge transfer by the multinational. 

 
I. Introduction 

 

The effect of foreign direct investment (FDI) on host economies and its implications for 
development has been a major policy concern in developing countries. In this regard, it has been 
commonly assumed that multinational firms that have access to more advanced technology or 
possess a knowledge- based advantage can contribute to economic growth and structural 
change in developing economies via spillovers to the domestic economy. In this way, foreign 
investors can generate positive externalities in the form of technology transfer, human and 
physical capital formation or introducing new management techniques and therefore contribute 
to the structural change in developing economies. Empirical literature on the subject has found 
consistently that the main channel for FDI spillovers to the local economy takes place through 
vertical linkages with domestic firms (Javorcik, 2004 inter alia1). In this sense, foreign investors 
that source intermediates locally (backward linkage) might have incentives to share know- how 
with their suppliers in order to help them meeting required quality levels or technical standards. 
In a similar way, domestic firms that buy from MNEs (forward linkage) would have access to 
more sophisticated goods and can learn through imitation or reverse engineering techniques.  
However, as Morrisey (2012) points out, for the spillovers to materialize two key conditions 
need to be met. First, a transfer of knowledge from the multinational to the local firms is 
needed. This transfer can be voluntary in terms of assistance to domestic suppliers or 
involuntary in terms of technology leakage to local firms that learn from imitation or 
demonstration effects. Secondly, the domestic sector needs to have enough absorptive capacity 
to benefit from the technology or knowledge being transferred.  
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Figure 1 illustrates the process from the local sourcing decision by the MNE to the 
materialization of spillovers to the local economy.  In a first stage, the MNE decides whether to 
source from a set of available local suppliers, internalize production or import intermediates. If 
the decision is made in favor of local sourcing then a domestic backward linkage is established. 
Next and depending of a number of factors the MNE would decide whether or not to voluntarily 
transfer knowledge to its local suppliers in order to obtain better inputs. If the knowledge is 
transferred it follows a learning mechanism by the local supplier that will be conditional to its 
absorptive capacity. Once the new knowledge has been internalized, it will translate into an 
improved performance of the local manufacturer in terms of productivity or innovation that 
would potentially lead to enhanced quality, superior technical standards, better managerial 
practices or more competitive prices.  At this stage the MNE sees its investment in terms of 
transfer of knowledge paying back since it can now benefit from better inputs and the positive 
spillovers to the local economy have been materialized since one or more domestic firms have 
improve their performance.  
 
Figure 1: FDI vertical spillovers to the local economy.  

 

                            Source: compiled by authors   

Regarding research on the subject, one could classify empirical literature on vertical knowledge 
transfer by multinationals into three main groups: The first one refers to literature on vertical 
spillovers of FDI in the style of Javorcik (2004). These studies mainly analyze domestic firm 
performance in a specific sector and relate it with a measure of foreign presence in upstream 
sectors often relying on input- output tables. These studies assume that knowledge has been 
transferred if domestic performance in a sector improves due to MNE presence in upstream 
sectors. Prominent examples of this literature are the seminal paper by Javorcik (2004) for the 
case of Lithuania o the work by Blalock and Gertler (2008) for the case of Indonesia. However 
these studies present the limitation of not being able to determine the exact source of the 
productivity gains by the domestic firms. In terms of our conceptual diagram in figure 1, they 
associate the very first stage regarding the presence of MNEs with the last stage of domestic 
improved performance but they skip all stages in between where the linkage, the knowledge 
transfer and the learning mechanism need to happen in order to derive into spillovers.  
 A second group of studies looks at domestic firm data. They relate measures of domestic firm 
performance with variables that indicate whether there is interaction with MNEs. In other words 



 3 

they study whether buying from or supplying to MNE enhances performance of domestic firms. 
For example Godart and Görg (2013), Javorcik and Spatareanu (2009); Gorodnichenko et al. 
(2007) look at productivity effects on domestic firms that supply to multinationals (or that both, 
supply and buy from multinationals (Görg and Seric, 2013). Roughly, these studies find that 
indeed interaction with MNEs has positive productivity effects on domestic firms. Nonetheless, 
looking at domestic firm data, this literature is not able to identify the source of these spillovers 
i.e if they are encouraged by voluntary knowledge sharing by the multinational or involuntary 
leakage of information.  
Finally, the third group of works regards firm or regional case studies. An interesting example is 
Ivarsson and Alvstan (2005) who look at Volvo´s plants technology transfer to its suppliers in 
Brazil, China, India and Mexico. They find that indeed the MNE transfers knowledge to its long- 
term suppliers aiming to improve their operations. They identify a number of factors that shape 
Volvo´s decision to transfer technology to its suppliers. For instance the fact that the MNE´s has 
high quality and technological requirements motivates the exchange of information to avoid 
lower quality levels. They also find that the lower the level of standardization in the sector, the 
higher the transfer of knowledge to the suppliers in order to obtain customized parts.  In a 
regional case study, Crone and Roper (2001) analyze the local learning derived from supply 
chains using data provided by MNE plants in Northern Ireland. They highlight the relevance of 
the degree of strategic autonomy and the specific local supplier development policies within the 
MNE. They also point out that weak local supply chains in small regions can be an impediment 
for the transfer of knowledge and emphasize the role for industrial policy enhancing local firms 
learning capabilities. Although the these studies derive interesting and suggestive insights on 
the determinants of voluntary knowledge transfer by MNE, they present the limitation of being 
case studies focusing in either one region or one specific multinational firm and therefore their 
conclusions cannot be easily generalized.   
Also worth mentioning, there have been a few theoretical studies that have modeled the 
knowledge transfer decision by the MNE. For example, Müller and Schnitzer (2006) explore the 
MNE incentives for knowledge transfer conditional to the host country taxation policy and the 
risk for spillovers to the host country. They conclude that under an optimal tax and if the MNE 
and the host country compete in different markets the MNE will have the proper incentives to 
transfer knowledge to its suppliers. Goh (2005) also explore theoretically the determinants for 
knowledge transfer and conclude that price competitiveness of the inputs is the major incentive 
for the MNE to share technology with its suppliers. The incentives are also conditional to the 
cost of the technological effort: if it is less costly, it discourages technology transfer due to 
knowledge diffusion.  
We argue that a good understanding of the determinants of the direct and voluntary knowledge 
transfer from the MNE to its suppliers is crucial to reach a proper understanding of effects of FDI 
on domestic industrial development and to the design of effective investment policies. Despite 
its relevance, this topic has not received much attention in the empirical literature reviewed 
above presumably due to unavailability of suitable data. We aim at filling this gap in the by 
analyzing the determinants of the voluntary knowledge transfer by around 730 foreign investors 
to their domestic suppliers in a cross section of 19 countries. Thanks to the richness of the 2010 
Africa Investor Survey by UNIDO (AIS 2010) we are able to estimate a probit model to analyze 
the impact of a number of investor characteristics on several forms of knowledge transfer, 
namely product and process upgrading, training provision, technology and know- how transfer 
and joint design of products.  
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Among a number of foreign firm characteristics we pay special attention to the degree of 
subsidiary autonomy since we expect it to play a crucial role in determining the degree of 
interaction with the domestic economy and specifically the degree of knowledge transfer.  
International management literature2 has often found that more autonomous subsidiaries are, 
on one hand, more likely to innovate since their technological capabilities are larger and, on the 
other hand, they are more likely to reach a larger degree of integration with the domestic 
economy and develop supplier’s and consumer networks. In other words, they are able to gain 
more local expertise. Jindra et al. (2009) analyze subsidiary data from Eastern European 
countries and find that the extent of backward linkages is positively related to the subsidiary 
autonomy in terms of supply and logistics and product development. Amendolagine et. al. 
(2013), also using the AIS 2010 find similarly that the more autonomous subsidiaries source 
more locally. Related work by Marin and Bell (2006) claims that while literature on spillovers 
sees MNE subsidiaries as mere “leaky container” of knowledge they play an active role in 
transferring technology to local firms. They argue that “the potential for spillover is created 
within local subsidiaries as a result of their own knowledge-creating and accumulating activities 
in the host economy”. Using Argentinean data they find that within subsidiary innovation has a 
significant positive effect on the domestic spillovers.  Also, the above mentioned case study by 
Crone and Roper (2001) find for the case of Northern Ireland that autonomy of the subsidiaries 
is a key characteristic of MNE plants transferring knowledge to local suppliers.  
In short,  we aim to answer the following questions: Which foreign firm characteristics make the 
voluntary technology transfer to local suppliers more likely? Does the subsidiary autonomy play 
a role? In other words, does decentralization of competencies from the headquarters to the 
subsidiaries benefit the local economy trough knowledge- transfer to their domestic suppliers?  
Our findings suggest that firms that are more integrated into the local economy for example by 
having a local partner of being registered by the investment promotion agency (IPA), more 
innovative firms or firms that had received an external knowledge transfer in terms of license 
agreements and firms that see local sourcing as a way to optimize value chain efficiency are 
more likely to transfer knowledge to their local suppliers. Also a larger degree of subsidiary 
autonomy, especially regarding supplier selection and capital expenditure is related with higher 
probability of voluntary knowledge transfer by the multinational.  
Our contribution to the literature is substantial. First, we look at the determinants of voluntary 
knowledge- transfer from MNE to their suppliers, which has not yet been addressed in the 
empirical literature for a large cross- section of countries and investors and is crucial to a proper 
understanding of FDI host country effects. Second, we focus on Sub- Saharan African countries, 
where empirical evidence on effects of FDI is still sparse and knowledge transfer from MNE is 
considered to be a major engine for structural change and industrialization catching up.  
The rest of the paper is organized as follows: Section II describes the dataset. Section III 
describes the methodology and presents estimation results and section IV concludes and 
presents some policy recommendations. 
 
 

II. Data  
 

We source from the Africa Investor Survey conducted by UNIDO for the year 2010.  The survey 
provides detailed cross- country firm level information on a number of characteristics of foreign 

firms (organizational structure, country of origin, market orientation, relationship with local 
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producers, output and production factors prices and quantities, etc.). The survey also covers 
questions related to international trade activities of the firms and to linkages to domestic and 
foreign producers. After the data cleaning and outlier’s removal we use information on around 
730 foreign companies from 78 different source economies investing in 19 Sub- Saharan African 
countries.  
Regarding our dependent variable, knowledge transfer, Table 1 shows the distribution of the 
sample across MNE ownership structure (individual investor, joint venture or MNE subsidiary) 
and its interaction with local suppliers i.e. whether there is a local linkage and whether there is a 
transfer of knowledge. We consider that a domestic linkage has been established if the MNE 
reported to have at least one long term- domestic supplier. From the total number of firms 83% 
established a local linkage, from which 43% where individual investors, 18% referred to joint 
ventures and 22% where established by subsidiaries of MNE. Turning to the next stage, we 
define our knowledge transfer variable only for the cases where a local linkage has been 
established, if the foreign investor did not report to have at least one long- term supplier we 
treat the knowledge transfer variable as missing, if there has been a linkage but not knowledge 
transfer then it takes the value zero, and the value one if there has been a linkage and a transfer 
of knowledge to the local suppliers. From the total number of firms 49% reported to have had 
transferred at least one type of knowledge to their suppliers. 24% correspond to individual 
investors, 11% to joint ventures and 14% to subsidiaries of multinationals.  
 
Table 1:  Sample distribution by interaction with local suppliers and ownership structure. 

Linkage Knowledge Transfer Linkage Knowledge Transfer

total

yes 796 470 83% 49%

no 158 312 17% 33%

total

yes 407 232 43% 24%

no 98 167 10% 18%

total

yes 175 105 18% 11%

no 18 67 2% 7%

total

yes 208 129 22% 14%

no 41 76 4% 8%

Subsidiary 

253 27%

Individual 

Investor

508 53%

JV

199 21%

no. Firms % total

Total 

954 100%

 

Regarding our focus explanatory variable, autonomy degree of the local management, this 
information is available in the survey only for joint ventures and subsidiaries of MNEs. It could 
be assumed that individual investors have total autonomy by definition, as in Amendolagine et 
al (2013). However, for the case of our analysis scoring with total autonomy a 53% of the sample 
would potentially draw misleading results. Therefore we adopt a more conservative approach 
and for we autonomy analysis we consider firms for which this information is given in the survey 
i.e joint ventures and MNE subsidiaries. More detail on the methodology is provided in the next 
section.  
The survey asks3 the investor to rank the decision- making of the local management on a set of 
decisions regarding  introduction/ modification of products, introduction of new processing 
systems, generation of new business in the country, capital expenditure, supplier selection, 
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 Appendix B includes detail on the survey questions used to build the indicators.    
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recruitment, pricing, and enter new export markets. The variable ranks from 1 meaning null 
decision power to 5 indicating absolute decision power. Next, we construct an autonomy index 
as an average of all mentioned indicators. Table 2 reports the sample distribution by local 
decision power. According to our sample, parent firms tend to rely more on their local units 
regarding recruitment. Decision power on capital expenditure and entering new export markets 
seem to be more centralized in the parent companies.  
Descriptive statistics for all variables included in the analysis can be found in table A2 in the 
Appendix.   

 
Table 2: Sample distribution by local decision power (percent over total) 

1 2 3 4 5

Intro/modif of products 19.41 16.67 39.73 15.75 8.45

Intro of new  process 17.95 18.65 38 15.38 10.02

Gen new business 17.12 16.21 36.76 17.81 12.1

Capital expen 23.34 18.76 37.53 14.19 6.18

Pricing 20.08 12.7 29.92 16.39 20.9

Enter new export markets 22.56 14.19 37.91 14.42 10.93

Supplier selection 13.96 10.98 37.53 22.88 14.65

Recruit 7.34 9.4 33.03 26.15 24.08

Note: 1: null decision power- 5: total decision power  
 

III. Methodology and Results 
 
We perform our econometric analysis in two steps: first, we consider all types of firms in the 
sample i.e individual investors, joint ventures and subsidiaries of MNE and study under which 
firm characteristics is more likely that the foreign investor will transfer knowledge to its 
suppliers. In a second step we look exclusively at subsidiaries and joint ventures to study the 
impact on the transfer of knowledge of the autonomy of the local management. Since an 
interaction between the MNE and the domestic inputs supplier is a necessary condition for the 
knowledge transfer to happen we consider only firms that reported to have at least one long- 
term local supplier4 which means we are left with over 700 observations considering all types of 
firms and with around 330 when we focus on subsidiaries and joint ventures.  
We estimate the following probit baseline model:  

 
P(Knowl. Transfer=1) f = α+ β MNEcharactf + hostf + originf  + sectorf +e f 

 
Where,  
Our dependent variable (Knowl. Transfer)f  is the probability of the a foreign firm f transferring 
knowledge to its domestic suppliers. (MNE.charact) is a vector of MNE characteristics that are 
likely to have an impact on the transfer of knowledge: time since the investment took place, 
firm operating under a license agreement, size defined as number of employees, labor 
productivity , IPA (investment promotion agency) registration status, diaspora investment, if the 

                                                 
4
 As an extension of the present study we are currently working on the estimation of a probit model with 

sample selection to jointly consider the probability of knowledge transfer conditional to the existence of a 
local linkage.  
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firm has a local partner the degree of assistance of the parent company, the extend of intra- 
firm exports over total exports, and the ratio of technological upgrading expenditure over sales. 
Additionally we include a set of variables that account for the factors that condition the local 
sourcing decision by the multinational (more detail below). Finally, we include industry dummies 
at the 2- digit ISIC level and host and origin country dummies. A detailed description of each 
variable can be found in the Appendix A. 
 

i. Knowledge Transfer and firm characteristics. 
 

Results (average marginal effects) of our first specification are shown in Table 3. First column 
records results for the probability of any kind of knowledge transfer (AnyTransfer). Columns 2 to 
6 present results for the probability of transfer of specific kinds of knowledge respectively, 
production process efficiency upgrading, product quality upgrading, provision of training, 
technology and know- how and joint design of products.  
We find that firms that operate under a license agreement (licence) i.e pay for the use of some 
external technology, are 10% more likely to transfer knowledge to its suppliers, specifically in 
terms of product quality upgrading, provision of training and transfer of know- how. Since 
license agreements are a form of formal inter- firm knowledge transfer, this result might imply 
some evidence that inter- firm knowledge transfer calls for further knowledge transfer spillovers 
along the supply chain. Also interestingly, firms that are registered by the investment promotion 
agency (regIPA) are 11% more likely to transfer knowledge mainly in the form of product quality 
upgrading. This result points out some degree of efficiency of the support services offered by 
the IPA´s that mostly meant to offer guidance and help the foreign investor with the integration 
into the local economy through for example investor- supplier matchmaking programs. 
Regarding the type of firm, we find evidence that having a local partner (JV) increases the 
probability of assisting suppliers in terms of product quality upgrading and provision of training.  
Quite the opposite the ratio of intra-firm trade is negatively related with the probability of 
assistance to the domestic suppliers in terms of product upgrading. These last two results 
evidence that the degree of integration of the MNE into the local economy has a positive impact 
on the interaction and the intensity and quality of the relationship with local suppliers. Finally 
more innovative MNE´s in terms of ratio of R&D and upgrading expenditures over sales 
(techUpgr) are more likely to transfer knowledge specially in terms of process efficiency 
upgrading.  
We turn now the last set of firm characteristics. The foreign investor is asked in the AIS 2010 to 
indicate which from a list of factors they consider as the most important for the decision for 
local supplying. Thank to this variable we can analyze impact on the transfer of knowledge of 
the MNE´s main concerns regarding local sourcing. It derives from our results that more likely to 
transfer knowledge are investors for which local content is demanded by the ultimate costumer 
(locProcLocalcust), prioritize easier logistics and reduced inventories (locProcLogis) or seek to 
optimize tax efficiency along the supply chain. Also firms that source locally to have access to 
local raw materials tend to transfer knowhow and conduct joint design of products with their 
suppliers. These results give a hint of the importance of integration of local suppliers into the 
investor´s value chain, According to our results seems that the more the investor´s to seeks to 
optimize its value chain efficiency the more they tend to transfer knowledge to its suppliers 
potentially implying the establishment of longer- term investor- supplier relationships.  
To sum up, firms that are more integrated into the local economy for example by having a local 
partner of being registered by the IPA, more innovative firms or firms that had received an 
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external knowledge transfer in terms of license agreement and firms that see local sourcing as a 
way to optimize value chain efficiency tend to transfer more knowledge to their local suppliers.  
 
 
Table 3: Knowledge Transfer and foreign investor characteristics.  
Probit estimation (average marginal effects)   

 
 

i. Knowledge Transfer and autonomy of the local management.  
 

In the second part of our analysis, we restrict the above analysis to firms that are subsidiaries or 
joint ventures to study the relevance of the local management autonomy. We conduct this 
analysis defining two specifications:  First, in table 4, we include an overall autonomy index and 
asses its impact on the different forms of knowledge transfer described above. In table 5 we 
disaggregate the different management areas of autonomy and study their impact on the 
probability of any transfer of knowledge.  
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Starting by the overall autonomy index, results are reported in table 4.  Our results show that 
more autonomous local entities are 7% more likely to transfer knowledge to its suppliers mostly 
in terms of product quality upgrading and joint design of products. Regarding other firm 
characteristics some lose significance when adding the autonomy index, meaning it might be 
one of the main determinants of vertical knowledge transfer for the case of subsidiaries and 
joint ventures. Firms operating under license agreements and firms that receive assistance of 
the parent company are more likely to transfer knowledge. So receiving external transfers of 
knowledge might be a determinant for knowledge spillovers along the value chain also for the 
case of subsidiaries and joint ventures.  Results on variables regarding the main factors 
influencing the local sourcing decision remain similar to the previous specification.   
 
 
Table 4: Knowledge Transfer and Overall Autonomy of local management 
Probit estimation (average marginal effects)  
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In the second part of the autonomy analysis, we take advantage of the richness of the survey 
and we disaggregate the overall autonomy index into the following variables on the decision- 
making power regarding eight management areas: introduction/ modification of products 
(au_product), introduction of new processing systems (au_process), generation of new business 
in the country (au_business), capital expenditure (au_capital), supplier selection (au_supplier), 
recruitment (au_recruit), pricing (au_price), enter new export markets (au_export).  
According to our results local entities that are more autonomous regarding introduction of new 
products, capital expenditure supplier selection are more likely to transfer technology to their 
local suppliers. More specifically, an increase of one unit in the autonomy of the local 
management regarding supplier selection would increase the probability of knowledge transfer 
by 7%.  These results are consistent with the literature reviewed above according to which more 
autonomous subsidiaries are more likely to reach a larger degree of integration with the 
domestic economy and develop supplier’s and consumer networks. In line with our results if the 
local unit has more decision power regarding supplier selection they will be able to gain more 
local expertise, get familiar with existing networks and establish longer term and trust 
relationships that more likely involve a transfer of knowledge. Our results suggest interesting 
policy implications that we address in the following section.  
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Table 5: Knowledge Transfer and Autonomy of local management 
Probit estimation (average marginal effects)  
 

 

IV. Conclusion and policy implications 
 

We analyze in this paper the determinants of voluntary knowledge transfer from the foreign 
investors to their local suppliers in 19 Sub- Saharan African countries. We pay special attention 
to the role played by the degree of local management autonomy since more autonomous local 
units would have more initiative to be integrated into the local economy and to innovate more, 
enlarging the scope for knowledge sharing with suppliers.  
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Our main findings are as follows:  i) Firms that are more integrated into the local economy by for 
example having a local partner of by being registered by the IPA are more likely to transfer 
knowledge. ii) More innovative firms or firms that had received an external knowledge transfer 
in terms of license agreement are more likely to transfer knowledge. iii) Firms that see local 
sourcing as a way to optimize value chain efficiency tend to transfer more knowledge to their 
local suppliers. iv) Finally, a larger degree of subsidiary autonomy, especially regarding supplier 
selection and capital expenditure is related to higher probability of voluntary knowledge 
transfer by the multinational.  
From our results derives that there is a significant role for investment policy regarding 
promotion of knowledge transfer from multinationals to the domestic manufacturing sector. In 
the following we suggest some policy recommendations. Policies that familiarize the foreign 
investor with the domestic sector for instance guidance and matchmaking programs by the 
investment promotion agencies should promote interaction with local suppliers that potentially 
derive in long- term relationships and knowledge transfer. Also policies encouraging joint 
ventures with local firms would increase the scope for knowledge transfer. Since more 
innovative firms seem to have more potential for knowledge transfer, creating a secure 
environment in terms of protection of property rights might also encourage the transmission of 
knowledge from more technological advanced firms. Regarding autonomy of the subsidiary, 
policies that promote decentralization of decision making from the parent company to the local 
units or that favor more autonomous subsidiaries, especially in terms of supplier selection 
would potentially translate into larger knowledge transfer. Finally, in general our results suggest 
the importance of integration of small and medium enterprises into the global value chains (GVC) 
to be able to benefit of potential gains of FDI. Industrial policy plays therefore a crucial role in 
the successful integration of their domestic sectors into the GVC and guaranteeing that they 
benefit from such integration.  
 
Note: This is a preliminary draft and we are currently working on some extensions regarding the following 
aspects: methodologically, we are working on the estimation of a probit model with sample selection that 
jointly evaluates the linkage probability and conditional to that, the probability of knowledge transfer. 
Additionally we would also like to explore some host country characteristics especially regarding 
institutions and protection of property rights, educational levels and human capital. Finally we will look 
into domestic firm data to see which firm characteristics make them more likely to receive knowledge from 
theirs suppliers.  
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Appendix A: Detail on Variables 
 
Table A1: Variable description  
 Variable Description 

Variable Variable  Name Definition 

Dependent Variables 

P(Knowl. Transfer=1) Probability that the subsidiary transfers knowledge to suppliers 

1 if the firm responded yes to questions 55.1 - 55.6 (See 

Apendix B)

Explanatory Variables 

Foreign firm characteristics 

autonomyindex Autonomy of the Subsidiary Index Average of indicators from question 62/65 (See Appendix B)

Exper Experience in the Market Years since the investment took place

license Firm operating under a l icense or management agreement

1 if the firm is operating under a l icense or management 

agreement

Size Firm size Natural logarithm of number or full  time employees

labprod Labor productivity Total sales/ total employees

regIPA IPA registration status 1 if the firm is registered by the IPA

JV Joint Venture d. 1 if domestic ownership share is >10%

assispar Degree of Importance of foreign partner asisstance Average of indicators from question FM.63 (See Appendix B)

intrafirm Importance of intra- firm trade Ratio of exports to parent company over total exports

techUpgr Expenditure on R&D and tech. Upgrading Ratio of R&D and tech. Upgrading over total turnover

locProcLocalcust Importance of local content/ customization for local sourcing 1 if the most important factor for local procurement 

locProcLogis Importance of easier logistics and reduced inventory for local sourcing 1 if the most important factor for local procurement 

locProcRawMat Importance of access to raw materials for local sourcing 1 if the most important factor for local procurement 

locProcSupp Importance of closer supplier relationship for local sourcing 1 if the most important factor for local procurement 

locProcSuppDev

Importance of compromise to local supplier development for local 

sourcing 1 if the most important factor for local procurement 

locProcFiscEff Importance of fiscal efficiency supply chain reasons for local sourcing 1 if the most important factor for local procurement 

locProcTariff Reduced Tariff costs 1 if the most important factor for local procurement 

Sector Industry dummy ISIC 2- digit industry dummy 

Origin Origin country dummy Origin country dummy

Host Host country dummy Host country dummy

Note: we source a l l  our variables  from the African Investor Survey 2010 by UNIDO  
 
 
Table A2: Descriptive statistics of explanatory variables 
Continous variables 

obs mean sd deviation min max

Experience 964 18.15 16.09 0 110

Number employees 956 276 605.98 3 7500

Labour product. 938 222472 2927292 0 8.78e+07

R&D/Uprg. Expenditure 957 2.66 9.35 0 90

Intrafirm over exports 971 6.6 21.51 0 100

Yes =1 No= 0

reg. by IPA 487 461

license agreement 210 747

JV 308 649

Diaspora 35 919

locProcLocalcust 95 796

locProcLogis 149 742

locProcRawMat 66 207

locProcSupp 84 807

locProcSuppDev 27 864

locProcFiscEff 19 938

locProcTariff 68 823

Discrete variables (0-1). No firms
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Appendix B: Detail on questions from the AIS 2010 used to build the indicators 
 

 Question 55: “Does this company interact with local suppliers/ sub- contractors with the 
intention of helping them to improve their operations in any of the following ways”: (Yes/No) 

55.1 Upgrade the efficiency of their production processes  
55.2 Upgrade the quality of their products 
55.4 Upgrade the quality of their workforce (provision of training)  
55.5 Transfer of technology or know- how through designs and process know-how 
56.6 Conduct joint product design/ product development/ specifications etc. 

 

 Question 62 (Wholly Owned) and 65 (Joint Venture) : “Please rate the decision- making 
power of the local management on the following decisions of the local unit”: (Answers vary 
from 1 indicating no decision power to 5 indicating absolute decision power by the local 
management).  

1. Introduction/modification of products 
2. Introduction of new production and processing systems 
3. Generating new business in this country 
4. Capital expenditure, including acquisitions 
5. Pricing 
6. Entering new export markets 
7. Supplier selection 
8. Recruitment/Selection 
 

 Question 63 (Wholly Owned), 66 (Joint Venture), 68 (Individual Investor):  How important is 
the assistance of the foreign parent company in the following areas?   
(Answers vary from 1 indicating no decision power to 5 indicating absolute decision power 
by the local management).  

 
1. Use of patents/trademarks/brand names 
2. Technology and know-how transfer 
3. Upgrading quality of staff 
4. Access to finance 
5. Access to foreign supplier network 
6. Global market access 

 
 


