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The purpose of this study is to investigate the 

perceptions of managers in Kuwait (both Kuwaiti and non-

Kuwaiti) on the effects of multinational corporations (MNCs) 

in Kuwait and whether these effects were beneficial. The 

problem motivating this study is the effects that MNCs have 

on the social, cultural, political, legal, economic, 

business, and technological environments of their host 

countries, especially in developing nations. This study is 

based on a survey of the perceptions of 1,344 managers in 

Kuwait on the role of MNCs in changes in Kuwait. 

A review of the literature on MNCs and their 

relationships with their host countries is provided. This 

review focuses on four major environmental dimensions 

(Social-Cultural, Political-Legal, Business-Economic, and 

Technological) that are affected by MNCs. The factor 

analysis performed for this study supports this 

classification of the dimensions in the environment. 

An English questionnaire was developed from the list of 

major items in each of these dimensions. An Arabic version 



was developed using a "double-translation method." Both the 

English and Arabic versions of the questionnaire were pilot 

tested. The instrument proved to be reliable and valid. 

The study utilizes a 2 x 3 block design, categorizing 

subjects by nationality (Kuwaiti, other Arab, others) and 

type of organization (public and private). Since most of 

the variables in the study were measured using nominal and 

ordinal scales, mostly non-parametric statistics were used 

for data analysis. 

The major finding from this study was that managers in 

Kuwait perceive positive effects of MNCs on change in 

Kuwait, with the exception of the cultural environment. The 

favorable perceptions were about the MNCs1 effects on the 

change in business, economic, and technological environments 

in Kuwait. 

The results of the study should be beneficial to the 

Kuwaiti government, MNCs doing business in Kuwait, and also 

to cross-cultural researchers interested in the Middle East. 
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CHAPTER I 

INTRODUCTION 

The multinational corporation (MNC) is a crucial change 

agent in developing countries (Black and Walters 1983 ; 

Cichock 1983; Dittrich 1982; Reiffers 1982). Meleka (1985) 

says that with information, and technology networks, MNCs 

can satisfy developmental goals and needs of host countries 

and, thus, become important agents and catalysts for growth 

and development. This is a study of Kuwaiti managers' 

perceptions of the effects of multinational corporations on 

change in Kuwait. Two recent articles suggest that these 

perceptions may be positive. According to Ajami (198 0), 

Arab elites in the Middle East believe that the multina-

tional corporations have a positive impact on Arab economic 

development. Najafbagy (1985) also found that Kuwaiti 

government officials have a positive attitude toward MNC 

operations. This study is an empirical investigation of 

these propositions. This study is significant because the 

results can contribute to the long-term planning of both the 

Kuwaiti government and MNCs doing business in Kuwait. 

Purpose of the Study 

The purpose of this study was to investigate the 

perceptions of managers in Kuwait regarding the role of MNCs 



in change in Kuwait. In order to fulfill this purpose, a 

series of questions were asked to three groups of managers 

in Kuwait (Kuwaitis, Other Arabs, Other Nationality) 

pertaining to their perceptions of the change occurring in 

Kuwait. These three groups were also asked to indicate the 

degree to which this change is beneficial to Kuwait. 

The results of this study provide a composite view of 

the perceptions of managers regarding the impact of MNCs on 

Kuwait and reveal whether or not these changes are 

considered to be beneficial to Kuwait. The major purpose of 

this study was to determine these answers and to report 

them. 

Statement of the Problem 

The problem motivating this study is the role of MNCs 

in change in Kuwait. Kuwait gained its independence in 1961 

and is developing at a very fast pace. The rapid pace of 

change brings resistance in some segments of Kuwaiti 

society. Those who can adjust to the change and benefit 

from it are more receptive and open-minded than those who 

cannot. 

Some aspects of change are considered threatening to 

the culture of Kuwait (Ismael 1982). It was expected that 

this would be reflected in the managers1 perceptions about 

change in Kuwait. This study investigates the Kuwaiti 

managers' perception of the effects of MNCs on the various 



dimensions of the environment (i.e., social, cultural, 

political, legal, business, economic, and technological 

environments). The multi-dimensional approach used in this 

study makes it possible to discern specifically which 

aspects of change are perceived to be negative and which 

ones are perceived to be positive. 

Change in Kuwait is a result of both domestic and 

international forces (Crystal 1986). With the wealth from 

oil, Kuwait changed within a couple of decades from a 

traditional tribal sheikdom, subject to British colonial 

rule, to an independent, affluent, urban-cosmopolitan, 

center of world trade (El Mallakh and Atta 1981; Hegazey 

1985). 

Significance of the Study 

This study is significant because of the usefulness of 

its findings to potential end users. The end users of the 

findings of this study should be the Kuwaiti government, 

MNCs, and academia. 

The Kuwaiti government can use information from this 

study in its long-term planning. This additional 

information can enable the Kuwaiti government to use 

economic planning in order to better manage the problems 

presented by rapid change. It can also be used in providing 

careful direction and control of foreign direct investment 

in Kuwait. Kuwait may encourage certain types and sources 



of investment and discourage others. The Kuwaiti government 

may also encourage change in areas where change is perceived 

to be beneficial and control and correct the changes in 

areas where it is perceived to be harmful. 

The MNCs should find knowledge of the attitudes of its 

host to be useful. This feedback is important to the MNCs 

because they can increase efforts in areas where they are 

welcomed and decrease them where they are not welcomed by 

the host nation. The acceptance of an MNC and its actions 

by the host is very important to its long-term survival and 

effectiveness. Another major benefit of this study for MNCs 

is that some of the results may be generalizable to 

countries similar to Kuwait. Cultures around the world can 

be clustered into groups (England 1975; Hofstede 1980). 

Knowledge about Kuwait may help in planning for investment 

in countries with similar cultures (such as Saudi Arabia, 

UAL, etc.). 

The third group to benefit from this study is the 

academicians who are interested in international business 

and related fields of study. This original, empirical study 

adds to the existing knowledge and provides hypotheses for 

future research. The same study may also be replicated in 

different nations to see if the results for Kuwait hold true 

for other nations. This perhaps will assist in building 

theoretical models to guide research in international 

studies. 



Limitations of the Study 

This study is based on a survey of perceptions. Casual 

inferences cannot be made from the results of this study. 

The conclusion that MNCs affect change in Kuwait is not 

appropriate for this study. The conclusion that may be 

made, however, is that the subjects of this study believe 

that MNCs affect the environment in Kuwait in a certain way. 

Another limitation of the study is that it does not 

distinguish between direct and indirect effects of MNCs. 

Subjects of the study were not asked to make a judgement on 

this issue. Thus, in addition to the causal direction of 

the effect, the nature of the effect is also outside the 

scope of this study. 

The study involves only Kuwait, and only during a 

certain period of time. Results may be generalized to other 

nations, only with caution. Repeating this study at another 

time might yield different results. 

Another limitation of this study is that it is not a 

normative study. Performance data of any kind were not 

collected. Thus, prescriptions for "what should be" cannot 

be made based on the results of this study. As descriptive 

research, it describes the opinions and feelings of the 

sample and nothing more. The recommendations made from 

this study are suggestive in nature only. Studies of 
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this nature can help develop theoretical models which can be 

tested in further experimental research. 

Because this is a study of the perceptions of managers, 

detailed quantitative analysis of actual change in Kuwait is 

excluded. Although this study is concerned with the role of 

MNCs in change in Kuwait, the actual changes in Kuwait were 

not studied. 

Variables of the Study 

Two sets of variables are used in this study and these 

are reflected as major sections in the research instrument, 

presented in Appendix A. The first set of variables is made 

up of demographic characteristics of the sample of managers 

in Kuwait. This set includes the (1) name of organization, 

(2) type of organization, (3) job title, (4) job rank, 

(5) nationality, (6) language spoken, (7) tenure in Kuwait, 

(8) age, (9) education, (10) place of education, (11) sex, 

(12) marital status, (13) income, (14) parents' income, and 

(15) religion. The second set of variables concerns 

dimensions of the environment in Kuwait which may be 

affected by MNCs. These are listed in Table 1. The 

demographic variables serve as independent variables, and 

the opinions of the subjects about MNCs' effect on change in 

Kuwait serve as dependent variables, in this study. 



TABLE 1 

ENVIRONMENTAL DIMENSIONS 

Social Political Business Technical 

Language Government Economic Computers 
Religion Laws development Communication 
Values Judicial Cost of living Manufacturing 
Family system Transportation technology 
Education Independence Health-care Agriculture 
Traditions of decision- Management technology 
Class making style Research and 

structure Democracy Working development 
Role of National conditions Architecture 

women independence Employment Financial 
practices support for 

Income research 
distribution Appropriate 

Industry-trade technology 
Productivity 
Oil industry 
Manufacturing 
Banking and 

finance 
Foreign trade 
Housing finance 
Foreign trade 
Housing 
Government 

services 

Hypotheses of the Study 

The variables in Table 1 relate to dimensions of the 

environment in Kuwait. The main interest of this study is 

the change in this environment, and the extent to which it 

is affected by the activities of MNCs. 

Measurement of the actual change in the environment is 

outside the scope of this study. The purpose of this study 



is to investigate the perceptions of managers in Kuwait 

about these changes. Thus, the hypotheses of this study are 

related to the perceptions of the managers. 

These hypotheses concern the subjects1 perceptions 

about the role of the MNCs in change in Kuwait. The 

hypotheses are grouped under three major categories. The 

first group deals with the variables used in the 2 x 3 

blocking for the sample. The second group deals with the 

individual characteristics of subjects in the sample. The 

third group of hypotheses deals with subjects' perceptions 

about the different dimensions of the environment. The 

hypotheses are listed below. 

Group I 

Hypothesis 1: Nationality of the subjects will make a 

difference in their perceptions about the MNCs' role in 

change in Kuwait. Kuwaiti managers will have less favorable 

perceptions than other managers in the sample. 

Hypothesis 2: Managers in the public sector will have 

less favorable perceptions than those in the private sector 

about the MNCs' role in change in Kuwait. 

Group II 

Hypothesis 3: Younger managers will have more 

favorable perceptions than the older managers about the 

MNCs1 role in change in Kuwait. 



Hypothesis 4: Perceptions of the male and the female 

managers will not be significantly different about the MNCs' 

role in change in Kuwait. 

Hypothesis 5: More-educated managers will have more 

favorable perceptions than less educated managers about the 

MNCs1 role in change in Kuwait. 

Hypothesis 6: Muslim managers will have less favorable 

perceptions than non-Muslim managers about the MNCs' role in 

change in Kuwait. 

Hypothesis 7: More-religious Muslim managers will have 

less favorable perceptions than less-religious Muslim 

managers about the MNCs1 role in change in Kuwait. 

Hypothesis 8: Non-Kuwaiti managers who have been in 

Kuwait longer will perceive more effects of MNCs than those 

who have recently arrived in Kuwait. 

Hypothesis 9: Managers with higher income levels will 

have more favorable perceptions than those who have lower 

income levels about the MNCs' role in change in Kuwait. 

Hypothesis 10: Kuwaiti managers who were educated 

abroad will have more favorable perceptions than those who 

were not about the MNCs' role in change in Kuwait. 

Group III 

Hypothesis 11: All managers will perceive negative 

effects of MNCs on the cultural environment in Kuwait. 
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Hypothesis 12: All managers will perceive neutral 

effects (no effects) of MNCs on the political-legal 

environment in Kuwait. 

Hypothesis 13: All managers will perceive positive 

effects of MNCs on the business-economic and technological 

environments in Kuwait. 

Methodology 

This study is field survey research, and has a 2 x 3 

block design. A total of 1,344 managers in Kuwait were 

surveyed for their perceptions of the effects of MNCs on the 

environment in Kuwait. " These managers belong to the groups 

shown in Table 2: 

TABLE 2 

THE SAMPLE 

KU 
Other 
Arab Other Total 

Private 227 251 204 682 

Public 189 243 230 662 

Total 416 494 434 1,344 

This study used a questionnaire which was developed 

from the review of literature on the environments of 

international business. Four major dimensions of the 
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environment were included in the instrument: Social-

Cultural, Political-Legal, Business-Economic, and 

Technological (see Table 1). As mentioned previously, it is 

hypothesized that some of the demographic characteristics of 

the sample would make a difference in the subjects' 

perceptions. It also is hypothesized that managers' 

perceptions would differ from various dimensions of the 

environment. For example, the effects of MNCs on technology 

in Kuwait are perceived to be high and positive and the 

effects of MNCs on culture in Kuwait perceived to be 

negative. 

Two versions of the instrument were developed, English 

and Arabic. A "reverse-translation" method was used to 

ensure the equivalency of the two versions. The study shows 

that both versions are equally valid and reliable. 

Reliability coefficients are presented on page 62, and the 

validity of the instrument is discussed beginning on page 

63. 

The two types of data collected in this study are 

nominal and ordinal. All data collected in Section II of 

the instrument were from a five-item Likert-type scale which 

ranged from 1 to 5, with 3 indicating no effect, 1 and 2 

scores indicating negative feelings and 4 and 5 scores 

indicating positive feelings. Therefore, all scores for 

Section II (perceptions on the effects of MNCs on Kuwait) 
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are ordinal measures. The demographic variables in Section 

I of the questionnaire were measured with either nominal or 

ordinal scales. 

The nominal and ordinal types of data do not lend 

themselves to parametric statistical analyses. Most of the 

statistical analyses and tests used for this study were non-

parametric. However, in order to be able to use more 

powerful parametric tests, dummy coding (0, 1) was used to 

transform some of the variables. Factor analysis, 

reliability analysis (Chronbach's Alpha), descriptive 

statistics, non-parametric correlations (Spearmen's Rank, 

Kendall's Tau), chi-square, multiple regression, and t-test 

techniques were used in data analysis. SAS and SPSS-X 

procedures were utilized for this study. 

Manor Findings 

The major findings from this study are as follows: 

1. The subjects perceived that MNCs' effects on change in 

Kuwait have been positive. The only negative effect 

perceived was on the cultural environment in Kuwait. 

Perceptions were especially positive in the business-

economic and technological dimensions. 

2. The nationality of the subjects made a difference. In 

general, Kuwaiti managers' perceptions were slightly less-

favorable than those of non-Kuwaiti managers. The 
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difference was significant, especially for the cultural 

environment. 

3. The type of organization the subjects worked for made 

some difference. In general, the managers in the public 

sector had slightly less-favorable perceptions than those 

working for private companies. The difference was 

statistically significant only for the social-cultural 

environment. 

4. The religion of the subjects made a difference. In 

general, the Muslim managers had slightly less-favorable 

perceptions than non-Muslim managers. The difference was 

statistically significant especially for the cultural 

environment. 

Summary 

This study is based on a survey of Kuwaiti managers' 

perceptions of the effects of MNCs on the environment in 

Kuwait. The managers were also asked whether or not these 

changes were beneficial for Kuwait. The results of this 

study can be used for long-term social and economic planning 

by the Kuwaiti government and for investment planning by 

MNCs. The results may also guide future research on the 

effects of MNCs on change in developing countries. The 

major finding was that all managers perceive that MNCs had 

positive effects on the environment in Kuwait, except the 

cultural environment. The more favorable perceptions were 
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about the MNCs' effects on the business-economic and 

technological environments in Kuwait. 



CHAPTER II 

LITERATURE REVIEW 

This chapter includes a review of literature on 

multinational corporations, developing nations, and how MNCs 

affect the environment in developing nations. A review of 

the environment in Kuwait is provided. Because the study 

concerns the effects of MNCs on the environment in Kuwait, a 

review of the Kuwaiti environment is provided. 

The focus in this chapter is on the relationship 

between MNCs and developing countries. Because the purpose 

of the study is to investigate perceptions of the effects of 

MNCs on change in Kuwait, the major emphasis is on the 

effects of the MNC on this country. 

Multinational Corporations 

A multinational corporation is a company that does 

business in two or more countries (Ball and McCulloch 1988). 

This international involvement can be anything from just 

exporting to having wholly-owned subsidiaries around the 

world. Larger corporations which have operations in Kuwait 

are of particular interest. 

Larger corporations are more likely to affect developing 

countries than are smaller companies which have fewer 

international operations. The first reason for this is 

15 
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their size. In 1985, the total sales of General Motors 

Corporation (GM) was less than the Gross National Product 

(GNP) of only twenty-one nations. All other nations of the 

world had GNPs that were less than the total sales of GM 

(World Bank Atlas 1987). This obviously gives a lot of 

power to GM in its relations with these nation states 

(Aldaeaj, Thibodeaux, and Nasif 1989). The second reason is 

the fact that these large corporations are geographically 

diversified in their operations and have minimum dependence 

on any one location. Again, this increases their power base 

in their relationship with the host nation state. 

The influence in a relationship is the result of the 

power differential between the two parties (Emerson 1962). 

The greater the power balance is in favor of the MNC, the 

more it can affect the environment in the host nation. 

Until the 1960s this balance was usually in favor of the 

multinational corporation, but recently the power balance 

has shifted toward the nation state. Consequently, 

developing countries now have more influence and effect on 

MNCs (Aldaeaj, Thibodeaux, and Nasif 1989). 

In an attempt to emphasize the importance, power, and 

effects of MNCs most literature compares the sales of the 

largest MNCs, to the GNP of developing nations. Baker, 

Ryans, and Howard (1988) point out how misleading these 

comparisons are. They say that the majority of an MNCs 
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sales typically occur in its home market and that, 

ultimately, the nation state has the authority (sovereignty) 

over a company within its borders regardless of the size of 

the company. 

Today's multinational corporations are different from 

those of the past. Technological developments such as 

transportation, computerization, and advanced tele-

communications have made it possible for an MNC to easily 

coordinate and manage its global operations. In the past, 

the management of a subsidiary was generally in a localized 

(decentralized) style. Today, centralized control of 

management is possible in spite of the distance between a 

corporation's headquarters and its subsidiaries. Through 

the advantages of technology, size, and geographic 

diversification, the MNC has evolved into a major force in 

the world economy. 

Reiffers (1982) argues that the MNC phenomenon derives 

its power from four major features: its mass, its speed, 

its flexibility, and its magnetism. The first factor, the 

mass, refers to the number and size of MNCs. The amount of 

world economic activity they provide certainly makes MNCs a 

major force to be recognized. The second factor, its speed, 

refers to its rate of growth. MNCs had the highest rate of 

growth after the Second World War. The annual rate of 

growth (direct investment stock) of MNCs has been higher 
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than the annual growth rate of the GNPs, even of developed 

nations (10.7 vs. 9.1, for 1967 and 1971). In 1988, the 

overall average increase in the market value of the global 

top 1,000 companies was 5 percent ("The Business Week Global 

1000" 1988). The average annual growth rate in the GNP of 

the seven industrial nations is shown below in Table 3. 

TABLE 3 

198 8 GNP GROWTH OF INDUSTRIALIZED NATIONS 

Nation Growth Rate 

Japan 5.8% 

Canada 4.3% 

Britain 4.0% 

United States 3.9% 

Italy 3.0% 

France 2.9% 

Germany 2.9% 

Source: "Fortune Forecast." Fortune 11 (July 1988): 26. 

The third factor, the flexibility of MNCs, refers to their 

ability to adapt to changing environments. MNCs have 

diversified in every possible way (products, processes, 

locations, etc.) which gives them the ability to respond to 

any kind of threat or opportunity in the environment. The 

fourth factor is the magnetism of MNCs, which refers to its 
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ability to integrate and coordinate a global system. These 

characteristics of MNCs give them the power to affect the 

social, political, and economic development of the nations 

in which they do business. 

Ball and McCulloch (1988) describe the external 

environment in which MNCs operate, using ten major factors: 

(1) competitive, (2) distributive, (3) economic, 

(4) financial, (5) legal, (6) physical, (7) political, 

(8) sociocuiltural, (9) labor, and (10) technological. These 

factors can be grouped under four major categories: 

(1) social-cultural forces, (2) political-legal forces, 

(3) business-economic forces, and (4) technological forces. 

Social-cultural forces in MNCs' environment refer to 

factors such as education, religion, values, tradition, 

language, population trends and other factors which provide 

the basis for social behavior of individuals in that 

society. The political-legal environment includes the 

government system, laws, judicial system, politics, 

democracy, freedom, independence, terrorism, and other 

factors which basically relate to how this society governs 

itself and the stability of this process. The business-

economic environment includes factors such as the GNP, 

income distribution, structure of economic sectors, taxes, 

labor forces, marketing-distribution related factors, 

financial-monetary factors, infrastructure, foreign trade, 
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and business management styles-processes-structures in that 

country. The technological factors include computerization, 

factory automation, telecommunications, research and 

development institutions and activities, and other factors 

which relate to the overall technological development level 

of the country. 

This classification of the factors in the environment 

of MNCs provide the structure of the questionnaire used for 

this study. The opinions of managers in Kuwait were 

solicited. Managers were asked if MNCs had any impact on 

these environmental forces in Kuwait and if the impact was 

beneficial to Kuwait. 

Joint ventures are the most common method for becoming 

international for most MNCs. This may sometimes be due to 

local legal constraints, as is true in Kuwait. Kuwait 

requires that MNCs have a local partner and that MNC cannot 

have more than 49 percent ownership. There are advantages 

and disadvantages to joint ventures when compared to wholly-

owned subsidiaries. An advantage is that the MNC has a 

local partner who can show the MNC how to do business there 

and provide essential insights into the environment. The 

partner also provides very crucial contacts to government 

and other important clients or suppliers. A disadvantage is 

the control given away to the local partner. The amount of 

control sacrificed, however, has nothing to do with the 
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percentage of ownership. It depends on the partners' 

dependency on each other for critical inputs such as 

knowledge, raw-materials, technology, and personnel. 

Beamish attributes most joint-venture performance and 

success to compatible partner selection. He says that MNCs 

which "look to local partners for contributions in general 

management, functional managers, knowledge of current local 

business practices, and general knowledge of the local 

economy, politics, and customs" (1987, p. 36) were generally 

more successful. The less-successful joint-ventures 

occurred when MNCs "looked to their partners for 

contributions in being able to satisfy existing/expected 

government requirements for local ownership or to avoid 

political intervention" (1987, p. 36). Beamish (1987) 

suggests that if the MNC does not really "need" the local 

partner for local management and local knowledge, it is 

better to go at it alone. Simiar (1983) suggests that most 

of the joint-venture failures in Iran occur because of the 

lack of trust and understanding in the relationship. 

Goal congruence is also an important requirement for 

joint-venture success (Raveed 1983; Simiar 1983). The host 

government, the local partner, and the MNC all have 

different goals. Lack of goal congruence leads to conflicts 

among these parties (Aldaeaj, Thibodeaux, and Nasif 1989). 

If the partner is a state-enterprise the problems faced is 
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more difficult to handle for an MNC, compared to having a 

private local partner. Raveed (1983) argues that the 

disadvantages of the state-enterprise joint-venture far 

outweigh its advantages for an MNC. MNCs1 joint-ventures in 

Kuwait include both private and public local partners. 

Effects of Developing Countries on MNCs 

In managing global operations, MNCs must react to the 

demands and constraints placed on their behavior in each of 

the nations in which they operate. Chaudhuri (1988) argues 

that, in the 1990s, MNCs will have to be more flexible in 

accommodating the economic needs and aspirations of less-

developed nations. Sethi (1987b) feels, that MNCs are 

currently challenged to create new roles for themselves in 

the less-developed countries that are becoming more 

sophisticated in their economic and social needs. 

The environments in foreign countries have the same 

dimensions (i.e., social, economic, political, etc.) as the 

environment at home, but they are different. The complexity 

of the problem evolves from the fact that the international 

environment is a sum of all foreign environments as well as 

the interactions and interrelationships between those 

foreign environments (Phatak 1983). Because of the 

complexity and differences, the management of a foreign 

subsidiary was, until recently, largely a local phenomenon. 

The general manager of a subsidiary was fairly autonomous in 
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how he or she managed the operation. Today, an MNC may 

easily coordinate and centralize the management of global 

operations. 

This gives an MNC the ability to respond to changing 

demands that may be placed on it from different foreign 

environments, in a focused and coordinated fashion. Thus, 

in terms of global strategic management, the effect of the 

local environment on an MNC is slowly decreasing. Its local 

management, however, is still under the influence of the 

local environment. 

The environment affects the MNC in a variety of ways. 

The effects can be better understood if one can identify the 

factors in the environment that are affecting an MNC's 

behavior. The effects of the different dimensions of the 

local environment on an MNC are discussed below. 

Most of the psychological aspects of a nation's culture 

affect business behavior and managerial activity, because 

business is an integral part of its host society (Al-Jilani 

1985; Kolde 1985). Thus, the products of a business and the 

behavior of its employees and managers should conform to the 

requirements of the host society's culture. Deviations from 

it will isolate the company and its people, leading to its 

failure. One example of the effects of the local 

sociocultural environment on the MNC could be the effects of 

the local class-structure on staffing practices of the MNC. 
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For example, in nations such as India, it may not be 

appropriate to place a person of lower-class origin in a 

supervisory position over a person of higher-class origin. 

The political-legal environment may put many 

restrictions on the operations of an MNC. An example is the 

fact that Kuwait requires all MNCs investing in Kuwait to 

participate in joint-ventures with local partners. Another 

example is the war in the Persian Gulf which resulted in 

decreased MNC investments in the region (Kassicieh and 

Nassar 1983). 

The business-economic environment is also a critical 

dimension. Many indicators of economic development provide 

measures of market size for the products of the MNC. The 

financial-monetary environment, for example, may severely 

restrict an MNC to repatriate its profits in its own 

currency. The technological environment, the fourth major 

dimension, may restrict the type of production process an 

MNC uses at that location. The MNC may have to use 

appropriate and different technologies at different 

locations. 

The effects of the local environment on an MNC, 

discussed under the four major dimensions of the 

environment, relate to almost all aspects of managerial 

decisions and behavior. The willingness of the MNC to 

conform or adapt is voluntary only to the extent that it may 
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choose not to obey the state and leave the country. Those 

that stay, however, may still keep their company identity 

and style to an extent within the boundaries set forth in 

the mandates of the state. 

The orientations that MNCs take in the degree to which 

they adapt to the local environment can be classified under 

three major philosophies: ethnocentric, polycentric, and 

geocentric (Permutter 1967). The ethnocentric approach is 

home-country oriented and requires locals to adapt to the 

company's home-country practices (for example, the American 

way of managing for a United States MNC). The polycentric 

approach emphasizes the appropriateness of the host country 

management styles, therefore MNCs have different patterns of 

doing business in different nations. The geocentric 

organization has its own style, regardless of location 

(i.e., The IBM Way), and does not adapt to local conditions. 

It tries to maintain independence from it, and even from its 

home-country1s ways. 

Effects of the MNC on Developing Countries 

This section contains a discussion of the effects of 

MNCs on host countries, especially developing countries. 

This is the major problem that is investigated in this 

study. The literature on the effects of MNCs on developing 

countries can be grouped into two major categories, 

literature which claims that an MNC does not benefit the 
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host country and those which claim that it does. Dittrich 

(1982) groups them under the dependency approach and the 

neo-conventional approach. 

The dependency literature is generally anti-MNC in its 

orientation and looks upon the MNC as a tool of capitalist 

imperialism. The neo-conventional literature emphasizes 

the benefits to a developing country from this relationship. 

Both of these approaches are inadequate in explaining the 

full picture because they focus on only one side of what 

actually is a two-way relationship. 

Jain and Puri (1981) argue that both the firm and the 

host country should benefit from the relationship. They 

also discuss problem areas that lead a host government to 

feel that more benefits accrue to the MNC than the host 

country. The policy-makers from thirty-five developing 

countries in their sample believed that MNCs were 

nevertheless needed for economic development. These authors 

propose many ways in which developing countries can motivate 

MNCs to invest in their countries. 

As in every relationship, there are both benefits and 

costs for both parties. Chaudhuri (1988) says that when 

MNCs get involved in production in less-developed countries 

they create benefits for both parties, and the actual share 

of the benefits accruing to each depends upon their relative 

bargaining strengths. 
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For the host country, Gray (1987) lists the following 

benefits and costs of the MNC: 

Benefits 

1. International mobility of capital 

2. International transfer of technology and human 

capital 

3. Improved efficiency of global industry 

4. Source of knowledge about global market forces 

5. Economic development of the host nation 

Costs 

1. The benefits of the MNCs efficiency go to the 

owners and executives of the MNC, rather than the 

local employees and government. 

2. Reduced sovereignty of the host nation 

3. The MNC is able to avoid local constraints and has 

an unfair advantage over domestic business. 

4. Reduce competition in the markets where they 

operate 

This list is not intended to encompass all benefits and 

costs of MNCs. There is a vast amount of literature 

available on the impact of MNCs on developing countries 

(Baker, Ryans, and Howard 1988; Cichock 1983; Dittrich 1982; 

Fayerweather 1982; Hood and Young 1979; Jain and Puri 1981; 

Kumar 1980; Reiffers 1982). 
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MNC and nation state relationships always have the 

potential to be conflictual. According to a 1979 survey of 

the fellows of the International Academy of Management 

(Newman 1979), there are six major sources of MNC 

nation-state conflict: (1) ownership, (2) local 

unemployment, (3) transfer of technology, (4) exploitation 

of natural resources, (5) bribery, and (6) foreign exchange 

shortages. 

The technological dependence of developing nations on 

MNCs has been a recent issue. Patel (1974) discusses the 

direct and indirect costs of technology transfers as well as 

the costs of non-transfer for less-developed countries. 

Sethi (1987a) states that industrialization requires a 

specific culture which often is lacking in less-developed 

nations, and the vast majority of the technological errors 

(accidents like the Bhopal, India, case) occur due to human 

errors. Thus, the governments of less-developed nations 

should bear the responsibility to educate, prepare, and 

inform their people about new technology, and try to choose 

appropriate technologies. 

In most cases, however, MNCs have been beneficial for 

the nations they invest in, especially in the case of 

economic development (Barnet and Miller 1974; Travis and 

Crum 1984). Freeman (1981) lists four ways in which MNCs 

benefit less-developed countries: (1) MNCs are a powerful 



29 

force for peace, (2) MNCs are a powerful force in economic 

development, (3) MNCs own the technology needed by these 

nations, and (4) MNCs own the management capacity and 

marketing know how to transform the natural resources of a 

nation into economic opportunities. Also, Meleka (1985) 

points out five benefits of MNCs for the host nation: 

(1) developing the national economy, (2) increasing the 

national employment, (3) training and management 

development, (4) strengthening domestic industries through 

joint ventures, and (5) establishing national peace and 

political stability. 

There is a difference in opinions about MNCs. 

Proponents of MNCs claim that third-world host countries 

benefit in a number of ways from these institutions. 

Economic benefits are usually stressed. It is claimed that 

economic development in the less-developed countries benefit 

from MNC investments (Freeman 1981; Meleka 1985), that GNPs 

increase as a result of the influx of international capital, 

in turn improving local business conditions (Freeman 1981) , 

and that the transfer of modern technology and human skills 

into these countries enables the less-developed countries to 

better compete in the world economy (Barnet and Miller 1976? 

Meleka 1985). 

It is also argued by proponents of multinational 

enterprises that there are generally societal gains for host 
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countries and that MNCs generally serve as agents for social 

and cultural change (Freeman 1981; Meleka 1985). It is 

claimed that economic development generally improves life. 

Gains are made in health and housing. The public 

infrastructure and public services (transportation, water, 

sewer, communications, education, etc.) are more available 

and the living standards generally improve (Freeman 1981; 

Gray 1987; Meleka 1985; Patel 1974). 

Advocates of MNCs further claim that these enterprises 

help in the political development of less-developed 

countries. They argue that improving economic conditions, 

especially the reduction of unemployment (Freeman 1981; 

Meleka 1985; Parry 1980; Patel 1974), helps create more 

stable political environments, which in turn permits 

governments to strengthen vital public institutions (Patel 

1974) . Thus, it is reasoned, more stable governments are 

better able to meet vital public needs. Furthermore, it is 

claimed that having these international firms in the country 

promotes international standards of law and justice (Gladwin 

and Walter 1980). 

Other writers assert that MNCs do not benefit the host 

nations and do not advance their economic development 

(Ashour 1981; Barnet and Miller 1976; Kumar 1980; Newman 

1979) . These critics point out the fact that many MNCs 

exploit the natural resources of their host countries and 
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introduce capital-intensive technology rather than labor-

intensive technology in order to decrease unemployment 

(Kumar 1980; Meleka 1985). It is asserted that a less-

developed host country's local businesses are not helped in 

this alliance, and that there is constant fear on the part 

of local businessmen that MNCs will dominate and control 

their economy (Kumar 1980; Newman 1979; Vernon 1977). These 

conditions destroy native entrepreneurial and small business 

activity, as well as handicraft industries (Kumar 1980; 

Vernon 1977). The increased reliance on importation of 

industrial goods from the developed world increases the 

trade deficit and aggravates the country's balance of 

payments problem (Barnet and Miller 1976; Meleka 1985) . 

These critics argue that, overall, MNCs do not aid economic 

development (Ashour 1981; Kumar 1980). 

Ashour (1981) discusses the self-serving practices of 

MNCs and what less-developed countries can do to prevent 

these. MNCs' centralized organization structure, transfer 

pricing practices, human resource management practices 

(i.e., lack of training for local managers) are among the 

self-serving practices of MNCs discussed in this article. 

Ashour (1981) observes that some countries attempt to 

control MNCs through regulating their activity. Competitive 

bidding, fixed time-tables to transfer control to locals, 

production for export requirements, and investments without 
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direct ownership (such as licensing, management contracts) 

are among the controls recommended. 

The most serious accusations are that MNCs tend to 

support entrenched oligarchies and prevent national 

development (Kumar 1980; Meleka 1985; Vernon 1977). Bribes 

and payments to the entrenched elites, coupled with an anti-

social orientation make national political development 

almost impossible (Newman 1979; Tsurumi and Graham 1977). 

According to these critics, less-developed countries are 

worse off as a result of MNCs (Barnet and Miller 1976; Kumar 

1980). Both positive and negative opinions of various 

writers are summarized in Table 4. 

The Role of MNCs in Change in Kuwait 

This section includes the research question for this 

study. To claim that MNCs are solely responsible for change 

in Kuwait, or to claim that MNCs had no effect on change in 

Kuwait would be equally wrong. MNCs did have an effect, but 

how much effect is a difficult question which is outside the 

scope of this study. 

The major impact that MNCs have had on change in Kuwait 

has been in the economy. Multinational oil companies 

developed the oil fields, and later the oil, gas, and 

petrochemical industries of Kuwait. The development and 

success of the Kuwaiti economy in a period of only about 

twenty years (1960s to 1980s) was largely due to its ability 
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TABLE 4 

OPINIONS ABOUT MNCs IN THE LITERATURE 

Author 

Krishna Kumar 
1980 

Positive and Negative Opinions: 

Negative Opinions: 
Economic 

-The growth of the local entrepreneur 
can be inhibited, p. 13. 
-Development occurs mainly in export 
fields, p. 137. 

-MNCs are anti-labor and cause anti-
labor policy to be enacted, p. 55. 

Technology 
-Little or no R and D activities by 
Multinational Corporations in host 
countries, p. 32. 

Political 
-Necessary reforms of political 
institutions are inhibited by MNCs, 
p. 14. 
-MNCs cause disintegration of native 
culture, pp. 49-79. 

Social/Cultural 
-Social and economic inequalities 
made worse, pp. 20-23; pp. 45-47. 
-Ethnic stratification aggravated, 
p. 20. 
-Increases feelings of inferiority 
about own cultural system, p. 34. 
-Consumption pattern changed, 
increasing balance of payment 
problems, pp. 25-27? 227-248. 
-Religious education weakened, 
secular education enhanced, p. 22 3. 
-Increased emphases on practical 
skills in education, pp. 223-227. 

-Not enough training in advanced 
technology of host country's 
employees, p. 31. 

-MNCs change living patterns and 
child rearing patterns, pp. 249-274. 
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TABLE 4—Continued 

Author 

Richard Barnet 
and Ronald 
Miller 1976 

Positive and Negative Opinions 

Positive Opinions: 
Economic 

-Greater capacity of MNCs to finance, 
technology, and advanced marketing 
skills, p. 18. 

-Global corporations can borrow money 
almost anywhere. 
-Global payrolls have changed world 
labor markets. 

-MNC1s•have superior management 
skills. 

Political 
-Worldwide corporations attack 
"irrational nationalism," p. 23. 

Negative Opinions: 
Economic 

-MNCs do little to control pollution, 
-MNCs cannot overcome problem of 
unemployment. 

Technology 
MNCs overcharge for technology they 
transfer to less-developed 
countries. 

Political 
-MNCs have ability to avoid taxes, 
p. 139. 

-Profits of MNCs represent a kind of 
subsidy for American consumers, 
p. 189. 
-Reason for growth of terrorism is 
failure of MNCs to recognize 
political problems in less-developed 
countries, pp. 204-205. 

-MNCs are a part of the struggle for 
the riches of the world, p. 210. 
-MNCs have made it difficult for the 
people of less-developed countries 
to develop political and economic 
institutions, pp. 262-263. 

-MNCs can escape national 
regulations, pp. 256-257. 
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TABLE 4—Continued 

Author 

A. H. Meleka 
1985 

Positive and Negative Opinions 

-No simple technical or economic 
solution can cause national 
development, pp. 180-181. 
-Unemployment, stagnation, inadequate 
services are political challenges— 
not simply economic problems, 
p. 190. 

Social-Cultural 
-MNCs cause loss of cultural 
identity, p. 173. 

-Stimulate consumption of imported 
goods, aggravates balance of payment 
problem, p. 173. 

Positive Opinions: 
Economic 

-Introduced an epoch of economic 
growth, development, and 
modernization. 
-Strengthened domestic industries. 

Political 
-Promotes political stability. 

Social-Cultural 
-With MNCs, people in less-developed 
countries can anticipate a better 
life, p. 37. 

-Need for trained work force 
stimulated education and training of 
local citizens. 

Negative Opinions: 
Economic 

-MNCs introduce capital intensive 
technology worsening unemployment. 

Political 
-Control of host country's politics 
occur because of MNCs superiority in 
technology which make them 
indispensable to host country. 

-MNCs interfere in local politics. 
-Extension of colonial power. 
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TABLE 4—Continued 

Author 

Orvelle Freeman 
1981 

Positive and Negative Opinions 

Positive Opinions: 
Economic 

-MNCs have the ability to advanced 
level of economic well-being and 
increase employment in less-
developed countries, p. 9. 

-They serve their stockholders and 
future well-being of mankind, p. 14. 

-Per capita income of less-developed 
countries increased in the 1970s 
because of MNCs. 

Technology 
-MNCs have capacity to deliver needed 
technology to less-developed 
countries. 

William Newman 
1979 

Political 
-Single most powerful force to bring 
peace, pp. 16-17. 
-Helping to build network of 
international economic institutions, 
p. 69. 

Social-Cultural 
-Increasingly we live in global 
village. MNCs uniting world 
together, p. 73. 

Positive Opinions: 
Technology 

-One-half of respondents placed 
speedier transfer as desired. 

Social-Cultural 
-Social development—some change. 

Negative Opinions: 
Economic 

-Impact on local unemployment likely 
cause of tension, pp. 83-84. 

-Shortage of foreign exchange 
aggravated by MNCs. 

Political 
-Political payment—a kind of bribery 
in some countries. 
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Author 

Thomas G. 
1980 

Parry 

Surendra Patel 
1974 

Adhip Chaudhuri 
1988 

TABLE 4—Continued 

Positive and Negative Opinions 

-MNCs help cause a rising 
nationalism. 

Social-Cultural 
-Change in institutions not always 
helpful. 

Positive Opinions: 
Economic 

-Level of gain to host country occurs 
several ways: via national output 
increase; via consumer prices with 
host country's taxation of foreign 
profits, p. n o . 

Negative Opinions: 
Economic 

-MNCs because of weakness of less-
developed countries earn excess 
monopoly profits. 
-The home—country job argument 
suggests that MNCs are to the 
disadvantage of host country, p. 6. 

Political 
-Tax rules are manipulated to the 
advantage of MNCs, p. 7. 

Positive Opinions: 
Economic 

-Technological and scientific 
knowledge made available to less-
developed countries. 

Social-Cultural. 
-General social benefits derived from 
the formation of skills as a 
consequence of introduction of new 
production processes, p. 7. 

Positive Opinions: 
Economic 

-Benefits for both parties, p. 58. 
-Increased purchasing power. 
-Foster exports to industrial 
countries—improves currency 
shortages. 
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Author 

Raymond Vernon 
1977 

TABLE 4—Continued 

Positive and Negative Opinions 

-Rate and form of growth helped by 
MNCs. 
-Provide growth capital. 

Technology 
-Know-how to market goods from less-
developed countries, by MNCs. 

Political 
-Less-developed countries have 
increased power in their 
relationship with MNCs as they 
develop. 

Negative Opinions: 
Economic 

-MNCs cater only to rich and upper 
classes in less-developed countries. 

Positive Opinions: 
Economic 

-MNCs may encourage or at least 
tolerate presence of local partners 
in business. 

Negative Opinions: 
Economic 

-Capital intensive enterprises. 
-Little effort has gone into 
innovating for special conditions in 
less-developed countries by MNCs, 
p. 56. 
-Local businessmen become "Junior 
Partners in economy," p. 143. 
-Labor see added jobs of MNCs a mixed 
blessing, p. 112. 
-MNCs threat of turning away from 
country if labor relations go 
against them, p. 113. 

Political 
-MNCs and national-states have 
inconsistent goals and outlooks, 
p. 16. 
-Political oligarchy entrenched- in 
power, p. 141. 
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Author 

Thomas Gladwin 
and Ingo Walter 
1980 

TABLE 4—Continued 

Positive and Negative Opinions 

Social-Cultural 
-MNCs poor vehicles for analyzing 
fundamental social issues, p. 14. 

-MNCs in host countries ally with 
entrenched powers—tend to become 
antisocial, p. 144. 

Positive Opinions; 
Economic 

-MNCs may encourage or at least 
tolerate presence of local partners 
in business. 

-Corporate executives have called 
MNCs "greatest force for peace in 
the world," p. 2. 

Negative Opinions: 
Economic 

-Facilitate the oppression of the 
masses and make income distribution 
worse, p. 3. 
-Areas of conflict, pp. 24-25. 
MNCs ability to break a strike, 
p. 375. 

Political 
-Areas of conflict, p. 16-17. 

Social-Cultural 
-Areas of conflict—human rights, 
pp. 14-15. 

in using the oil revenues. This led to social, cultural, 

and educational development. The nationalization of oil 

investments by the Kuwait government and taking the control 

of oil pricing from the multinationals by OPEC during the 

1960s and 1970s are events which marked the beginning of a 
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new politico-economic era for the Arab oil-producing nations 

(Ajami 1980). 

A report prepared by the United Nations Center for 

Transnational Corporations (1986) argues that MNCs had the 

following effects on development in Kuwait: 

1. Economic development in oil, non-oil, construction, 

banking, investment, and financial services industries. 

2. International trade. 

3. Building of infrastructure (roads, water, power, 

etc.). 

4. Increased government revenues through taxes. 

5. Development of local entrepreneurs (through joint-

venture requirements for MNCs). 

6. Development of human-resources and local managers 

through staff-development activities of MNCs. 

7. Contribution to research and development at Kuwait 

University. 

Al-Sharrad (1980) mentions that the primary 

contribution of MNCs to Kuwait's development was through 

developing the oil-industry. The wealth from oil, he 

argues, led to today's commercial capitalist economic system 

in Kuwait. The vibrant commercial, industrial, and 

construction activity in Kuwait acted as the pull-factor and 

to bring in a lot of foreign workers and immigration. This 

had two maj or unexpected results. One was crime. 
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Al-Sharrad (1980) illustrates the increase in the number and 

types of crimes in Kuwait between 1969 and 1978. The other 

result was the creation of the privileged class, the 

Kuwaitis, and the wage inequalities and other employment-

related discrimination against non-Kuwaitis. All of the 

social problems have created new tensions in the society and 

a growing resistance to change. 

Current laws in Kuwait require MNCs to operate in 

Kuwait only through joint-ventures with local partners. 

This restricted and controlled system of MNC operations and 

the better position it gives to Kuwaitis (minimum of 51 

percent ownership) gives Kuwaiti officials a very positive 

attitude toward MNC operations in Kuwait (Najafbagy 1985). 

In order to investigate the perceptions on the role of 

MNCs in change in Kuwait, this study is structured according 

to the environmental dimensions discussed earlier in this 

chapter. A questionnaire was used containing items relating 

to each of the four major dimensions of the environment. 

This study investigates Kuwaiti managers' perceptions of 

effects of MNCs on change in Kuwait. 

Summary 

Multinational corporations affect the environment in 

these countries where they operate and are affected by the 

countries' environments. The environments can be analyzed 

using four major dimensions: social-cultural, political-
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legal, business-economic, and technological dimensions. 

This study investigates Kuwaiti managers' perceptions of how 

MNCs affect the environment in Kuwait. 



CHAPTER III 

ECONOMIC, POLITICAL, SOCIAL, AND CULTURAL 

BACKGROUND OF KUWAIT 

The purpose of this chapter is to present a brief 

historical sketch of Kuwait, with special focus on its 

economic, political, social, and cultural institutions. 

Kuwait is a small state, with an area of only 6,800 square 

miles. It is located in the northern corner of the Arabian 

Gulf, and is bordered by Iraq and Saudi Arabia. The 

topography is flat desert, and rainfall is limited. The 

population in 1988 was about 1.8 million, with 680,000 

Kuwaiti citizens. The expatriate population includes 

Palestinians, Egyptians, other Arabs, Asians, and Europeans. 

Kuwait's modern history began in the latter part of the 

seventeenth century. During much of its early history, 

Kuwait was a part of the Ottoman empire. After the British 

took Kuwait from the Ottomans, the country continued to be 

ruled by Amirs from the Al-Sabah family. Since the death of 

Mubarak the Great, in 1915, Kuwait has been ruled peacefully 

by his descendants, all of whom have died of natural causes 

while in office. The fact that there have been no civil 

wars or attempted coups reflects the stability of the 

43 
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government and the people's confidence that the government 

is legitimate (Crystal 1986). 

Although the nation has been ruled by an autocratic 

regime throughout its history, a constitution was adopted in 

1961 when the Treaty of Independence was signed and Kuwait 

became a fully sovereign nation. This constitution provided 

for a fifty-member national assembly, which was elected 

every four years and shared legislative powers with the 

Amir. Executive powers were vested in the Amir, as the head 

of state, and a council of ministers who were appointed by 

the Amir. Under the Constitution, the Amir could dissolve 

the assembly at will and could initiate and promulgate laws 

and rules by decree when the assembly was not in session 

(Ismael 1982). Since 1986, the assembly has been dissolved 

and the Amir now rules by decree. 

Before the discovery of oil, in 1934, Kuwait's economy 

was based largely on fishing, pearling, boat building, and 

trade. Agriculture, other than animal husbandry, was almost 

non-existent because of the scarcity of water. Its location 

on the Arabian Gulf and the fact that it has one of the best 

harbors in the northern part of the Gulf caused Kuwait to 

become a major commercial center for the region with the 

third largest proven petroleum reserves in the world, 

Kuwait's economy, which now depends heavily upon oil, is 

characterized by strict government controls over economic 



45 

activity and major industrial projects (Hegazey 1985). 

Kuwait has come a long way in economic development. 

Today, one can see modern economic prosperity and a 

fast-paced industrial build-up in this country. The 

structure of the Kuwaiti economy is described as follows: 

(1) high government income from oil; (2) rapidly growing 

population; (3) growing demand for imported consumer goods; 

(4) growing demand for increased government spending and 

jobs; (5) increasing demand for imported capital goods; (6) 

government uncertainty about future oil prices; (7) 

increasing activity in the financial sector, domestic, and 

international; and (8) increasing value of the Kuwaiti Dinar 

against other currencies (Al-Abdul-Razzak 1984, 195-196). 

During the early years of its history, most of the 

people of Kuwait were Arabs and Muslims. The early Kuwaiti 

society was basically a tribal society similar to the 

Bedouin tribes throughout the Arabian dessert. Because the 

basic means of subsistence came from sheep and camel herding 

in the harsh desert environment, life was communal in 

character and organized around pastorial wanderings (Ismael 

1982) . 

The social-cultural fabric of the Kuwaiti society was 

founded on Bedouin tribes who migrated from the Najd in the 

early eighteenth century, and the social organization was 

based on the ashiras, fakhths. and families. The ashira 
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provided a kin relationship through time. The fakhth 

(segmented lineages) and the family begins with the male 

elders of the family. To be a Bedouin is to be a member of 

an exclusive club. Membership of a tribe comes only by 

birth (rarely by marriage) so the Bedouin takes marriage 

seriously. The bloodline and the honor of the tribe are 

very important. 

Selflessness, loyalty, serving the elderly, harmony, 

hospitality, and generosity are viewed as important values. 

Face (reputation) is very important and once lost it is very 

difficult to regain. One's face also belongs to the group. 

Thus, one's successes and failures also belong to the group 

(Ismael 1982). 

Hospitality, pride, and honor are basic cultural traits 

of the Arabs. The intensity of these cultural traits varies 

from one country to another. The ancient Bedouin customs 

are still strictly observed and are more visible as one 

moves from urban to rural areas (Almaney 1983). 

During much of its early history, the population of 

Kuwait was very small. The population in 1765 was estimated 

at only 10,000 and it grew very slowly over the years. By 

1934, the year oil was discovered, the population had 

reached only 75,000. The full impact of oil on the society 

did not occur until the late 1940s since World War II slowed 

production and progress in the country (Al-Abdul-Razzak 
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1984). However, as the leading economic activity in Kuwait, 

oil has provided as much as 70 percent of the gross domestic 

product (GDP) since 1946. The country's population grew 

rapidly as the production of oil increased. The total 

number of migrants to the country grew dramatically, and by 

1950 there were 150,000 people in the country. After the 

Arab-Israel wars many Arab refugees came there to work and, 

since there was no limitation on the number of foreign 

immigrants allowed into the country, helped transform the 

economy of the country (El Mallakh 1968). 

After 1950, non-Kuwaitis made up an increasingly large 

proportion of the population. In 1957, non-Kuwaitis 

constituted 57 percent of the total population. This number 

continued to increase until 1985 when the percentage of non-

Kuwaitis had grown to 60 percent (Kuwait: Facts & Figures 

1988). 

The change in the make-up of the total population has 

had a major impact on the Kuwaiti labor force. A tremendous 

demand for labor developed after the wealth from oil began 

to increase the gross national income (GNI). The average 

annual growth rate of the total labor force amounted to 7.8 

percent during the period from 1957 to 1982 (Kuwait: Facts & 

Figures 1988). 

Of the total labor force in 1957, indigenous workers 

made up 30 percent, or 24,602 out of the total work force of 
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80,288. The percentage of indigenous workers had declined 

to 26.9 percent by 1970, as the total labor force continued 

to expand rcipidly. In 1985, the latest year for which 

statistics are available, indigenous labor accounted for 

only 18.6 percent of the total labor force, and non-Kuwaitis 

made up the remaining 81.4 percent (Kuwait: Facts & Figures 

1988). 

The high annual increase in the labor force resulted in 

a growing population which had to be served with essential 

physical and social infrastructures. As a result, Kuwait 

has been in the midst of a constant building boom. Both 

government and private spending grew dramatically throughout 

this period (Al-Arabi 1989). 

Another change brought about by oil has been the 

increase of multinational corporations (MNC) doing business 

in Kuwait. The first discovery of oil in 1934 was made by 

two MNCs, D'Arcy Oil Company (now the British Petroleum 

Company) and the Gulf Oil Corporation of America. British 

Petroleum and Gulf Oil established the Kuwait Oil Company 

(KOC), each holding 50 percent of the capital. Later, in 

1943, the Kuwait Oil Company was given an exclusive 

concession to all territories of Kuwait and its territorial 

waters for a period of seventy-five years, but the KOC was 

fully nationalized by 1975 (Sadik 1987). 
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From the beginning of the development of the oil 

industry, MNCs have played a major role in Kuwaits1 economic 

development. The MNCs' primary contribution, according to 

Al-Sharrad (1980), has been in the development of the oil 

industry. Multinational oil corporations first developed 

the oil fields, and then in the oil, gas, and petrochemical 

industries. Since then, MNCs have been attracted into 

numerous fields such as, industry, construction, banking and 

investments, marketing, and services. MNCs continue to 

increase in Kuwait, although under current law the 

government requires MNCs to operate only through joint 

ventures with local partners (Sadik 1987). 

International trade plays a critical role in Kuwait's 

economy. Oil, the dominate product, makes up 80 percent of 

the country's exports. All types of consumer and capital 

materials are imported to meet the growing demands created 

by the new oil wealth. Many foreign companies and their 

affiliates operate in Kuwait as associates of local 

enterprises, operating and managing contracts, franchises, 

for a host of businesses, such as hotels, restaurants, 

construction, banking, insurance, investments, education, 

and other services. 

Development of Kuwait in recent decades has occurred 

more rapidly than in almost any other country in the world. 

By 1985, per capita income had risen to $14,480, the fourth 
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highest per capita income in any country. Wealth attracted 

more and more immigrants, and the total population in 1989 

exceeds 2,048,422. 

An entirely new society has been built as a result of 

this wealth. A modern urban infrastructure today stands 

where only a few decades ago Bedouin tribes grazed their 

herds. All of the comforts and advantages of modern science 

and technology are currently found in Kuwait. The state has 

developed a generous system of social, economic, and welfare 

benefits. A comprehensive public assistance law covers all 

Kuwaitis. Medical services and educational opportunities 

are provided free to all. Unemployment, which plagues most 

countries, is practically unknown. Employment and business 

opportunities abound in the country (Al-Arabi 1989). 

The ramifications of such rapid change, however, have 

not all been beneficial. Change often causes the loss of 

cherished traditions and values, and results in pain to 

those experiencing the loss. In Kuwait, the negative side 

to rapid change can be seen and felt. Many of the cherished 

beliefs and practices of Kuwaiti culture are threatened by 

the rush toward Westernization. As a result of the growing 

secularization of the culture, religious tenets have less 

influence on people and the society (Ismael 1982). An 

inadequate supply of indigenous workers has resulted in an 

ever-growing inflow of expatriates whose different 
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lifestyles and values often threaten the Kuwaiti culture. 

MNCs often bring their own managers, who may have little 

sensitivity to the Kuwaiti culture. 

Social ills have multiplied in Kuwait as a result of 

the rapid change. Crime have increased, as has the equally 

serious problems of divorce, suicide, personal alienation, 

child abuse, the breakdown of family ties and relations, and 

juvenile delinquency (A1 Sharrad 1980). 

Problems are also evident in the domestic economy. The 

rapid growth of the oil industry has not led to adequate 

growth in the domestic economy to make it capable of 

absorbing the huge capital savings in the country. Most new 

businesses cire still foreign firms with token involvement by 

Kuwaitis in their management. Although these enterprises 

meet the legal requirements of a joint venture, the Kuwaiti 

partners often do not play the dominant role in their 

management. Because most citizens have prospered, their 

taste for consumer products calls for the importation of 

goods from developed countries rather than promoting 

development of local industries which are capable of 

providing consumer goods. 

Ambivalent feelings and attitudes toward change, and 

the MNCs as the agent of change, are evident in modern 

Kuwait. Some ask if MNCs serve Kuwait's best interest, or 

if they hinder the development of its own native economic, 
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social, cultural, and political institutions (Crystal 1986) . 

The impetus for this study grew out of an awareness of 

these feelings and ambivalence toward MNCs in Kuwait. Are 

managers and public policy makers aware of, and sensitive 

to, these issues? This is the main focus of this study. 



CHAPTER IV 

METHODOLOGY 

Introduction 

This chapter provides the methodological aspects of the 

study. The design of the study, the sample, the variables, 

the hypotheses, instrumentation, reliability and validity 

issues, and data analysis are discussed in the following 

sections. 

Design of the Study 

Survey research is appropriate for studies of 

perceptions. The objective in this type of research is to 

learn more about a phenomena and to develop theoretical 

models and hypotheses for further research and testing. 

This field study is based on a survey of the 

perceptions of 1,344 managers in Kuwait, regarding the 

effects of multinational corporations on the environment 

that country. A stratified 2 x 3 block design is used for 

this study. The sampling technique used is explained in the 

next section. 

Block designs are useful when it is important to 

minimize the variance within the blocks and maximize the 

variance between the blocks. Emory (1980) mentions two 

53 
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reasons for block design: The first reason is that when the 

sample size is small it may be too risky to depend upon 

random assignment alone to assure equivalency. The second 

reason is to learn whether the treatment brings different 

results among various groups of subjects. The reason for 

blocking in this study is to see if various groups in the 

sample have different perceptions on the effects of MNCs. 

The questionnaire used for this study was developed 

from a review of the literature on multinational 

corporations in developing countries. The questionnaire is 

presented in Appendix A. The items included in the 

questionnaire are grouped under two sections. The first 

section is comprised of demographic items related to the 

personal characteristics of the subjects. The second 

section includes questions on the perceptions of the 

subjects as to the effects of MNCs on the environment in 

Kuwait. The dimensions of the environment are grouped under 

four major categories in the questionnaire; social-cultural, 

political-legal, business-economic, and technological 

dimensions. 

The questionnaire was administered in two versions; one 

in English and one in Arabic. The double-translated 

questionnaire was pilot-tested. The results of this 

validation study, presented later in this chapter, show that 
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both versions were reliable and valid. Data collection was 

administered by the researcher in Kuwait. 

Sample 

The sample for this study is comprised of managers in 

Kuwait. The sampling reflects the 2 x 3 block design which 

is based on the nationality of the subjects and whether they 

work in the private or public sectors. The 2 x 3 block 

design in this study is presented in Table 5. 

TABLE 5 

THE SAMPLE 

KU 
Other 
Arab Other Total 

Private 227 251 204 682 

Public 189 243 230 662 

Total 416 494 434 1, 344 

The sample consists of 1,344 managers in Kuwait. The 

sampling was stratified to ensure cell sizes of about 2 00. 

Half of the subjects were from the public sector, and half 

were from private companies in Kuwait. Three nationalities 

were represented in the sample; Kuwaiti managers, other Arab 

managers, and non-Arab managers. 

The managers were selected from companies and 

government agencies that volunteered to participate in the 



56 

study. Contacts were made and requests were extended for 

participants in Kuwait from April to June of 1989. 

In most cases questionnaires were distributed and 

collected by the researcher. In some cases top managers of 

the participating organizations helped in the distribution 

and collection of questionnaires. Very few were returned by 

mail. Confidentiality of the responses was emphasized in 

all cases. Top managers who collected completed 

questionnaires used closed envelopes. A total of about 

3,000 questionnaires were distributed. The response rate 

was approximately 45 percent. 

Variables 

Other than the demographic variables, the variables 

included in the study are based on the dimensions of the 

environment discussed earlier. Depending on the literature 

reviewed in Chapter II, the dimensions of the environment 

are grouped under four major categories; social-cultural, 

political-legal, business-economic, and technological. 

These variables are listed in Table 6. 

Hypotheses 

The variables in Table 6 relate to the dimensions of 

the environment in Kuwait. The main interest of this study 

is the perceptions of managers regarding change in this 

environment, and the extent to which it is affected by the 

activities of MNCs. 
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TABLE 6 

ENVIRONMENTAL DIMENSIONS 

Social Political Business Technical 

Language 
Religion 
Values 
Family 
Education 
Traditions 
Class 

structure 
Role of 

women 

Government 
Laws 
Judicial 

system 
Independence 

of decision-
making 

Democracy 
National 

independence 
Government 

services 

Economic 
development 

Cost of living 
Transportation 
Health-care 
Management 

style 
Working 

conditions 
Employment 

practices 
Income 
distribution 

Industry-trade 
Productivity 
Oil industry 
Manufacturing 
Banking and 

finance 
Foreign trade 
Housing finance 
Foreign trade 
Housing 
Government 

services 

Computers 
Communication 
Manufacturing 

technology 
Agriculture 

technology 
Research and 

development 
Architecture 
Financial 

support for 
research 

Appropriate 
technology 

Measure of the actual change in the environment is 

beyond the scope of this study. The purpose of this study 

is to investigate the perceptions of managers in Kuwait 

about these changes. Thus, the hypotheses of this study are 

related to the perceptions of the managers. 

These hypotheses concern the subjects' perceptions 

regarding the role of the MNCs in change in Kuwait. The 

hypotheses can be grouped under three major categories. The 
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first group deals with variables used in the 2 x 3 blocking 

for the sample. The second group deals with individual 

characteristics of the subjects in the sample. The third 

group of hypotheses deal with the subjects' perceptions 

about the different dimensions of their environment. The 

hypotheses are listed below. 

Group I 

Hypothesis 1: Nationality of the subjects will make a 

difference in their perceptions about the MNCs' role in 

change in Kuwait. Kuwaiti managers will have less favorable 

perceptions than other managers in the sample. 

Hypothesis 2: Managers in the public sector will have 

less favorable perceptions than those in the private sector 

about the MNCs' role in change in Kuwait. 

Group II 

Hypothesis 3: Younger managers will have more 

favorable perceptions than older managers about the MNCs' 

role in change in Kuwait. 

Hypothesis 4: Perceptions of male and female managers 

will not be significantly different about the MNCs1 role in 

change in Kuwait. 

Hypothesis 5: More-educated managers will have more 

favorable perceptions than less-educated managers about the 

MNCs' role in change in Kuwait. 
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Hypothesis 6: Muslim managers will have less favorable 

perceptions than non-Muslim managers about the MNCs1 role in 

change in Kuwait. 

Hypothesis 7: More-religious Muslim managers will have 

less favorable perceptions than less-religious Muslim 

managers about the MNCs' role in change in Kuwait. 

Hypothesis 8: Non-Kuwaiti managers who have been in 

Kuwait longer will perceive more effects of MNCs than those 

who have recently arrived in Kuwait. 

Hypothesis 9: Managers with higher income levels will 

have more favorable perceptions than those who have lower 

income levels about the MNCs' role in change in Kuwait. 

Hypothesis 10: Kuwaiti managers who were educated 

abroad will have more favorable perceptions than those who 

were not about the MNCs' role in change in Kuwait. 

Group III 

Hypothesis 11: All managers will perceive negative 

effects of MNCs on cultural environment in Kuwait. 

Hypothesis 12: All mangers will perceive neutral 

effects (no effects) of MNCs on the political-legal 

environment in Kuwait. 

Hypothesis 13: All managers will perceive positive 

effects of MNCs on business-economic and technological 

environments in Kuwait. 
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Instrument 

The instrument, provided in Appendix A, consists of two 

parts. The first part includes twenty-two questions related 

to the demographic characteristics of the sample. The 

second section includes forty-one items related to four 

major dimensions of the environment in Kuwait. These major 

dimensions are the social-cultural, political-legal, 

business-economic, and technological environments. There is 

an additional open-ended question at the end of the 

instrument concerning MNCs' effect on Kuwait. The items 

included in the questionnaire are derived from the review of 

literature on the environments of international business. 

The questionnaire was also translated into Arabic. To 

insure the equivalency of the instrument (equivalency of 

meaning, not words) a double-translation method was 

utilized. A person other than the first translator (one had 

not seen the original questionnaire), translated the Arabic 

version back into English. Both of these translators are 

Middle Eastern professors at different United States 

universities. The two English versions were equivalent and 

this was an indication that proper translation had been 

made. 

Both the English and the Arabic versions were used to 

collect data in Kuwait. The managers in Kuwait were allowed 

to choose the language with which they were most 

comfortable. A total of 772 managers responded using the 
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English version, and 572 managers used the Arabic version. 

The reliability of both versions were equivalent (see page 

73) . 

Pilot Study 

The purpose for the pilot-study was to establish 

reliability and validity of the instrument. The sample for 

the pilot study was made up of Kuwaiti students in the 

United States and the personnel of the Cultural Division and 

University Offices of the Embassy of the State of Kuwait, in 

Washington, D.C. Data were collected during a visit to 

Washington in January 1989. The total sample size for the 

pilot study was twenty-five, and included fifteen students 

and ten Cultural Division personnel. The average age was 

twenty-eight. Of those participating, 96 percent were males 

and 92 percent were Muslim. 

The subjects of the pilot study (n = 25) had generally 

negative opinions of MNCs' effects on the social-cultural 

and political-legal environments in Kuwait. However, they 

had positive opinions on MNCs1 effects on the business-

economic and technological environments. The SPSS-X 

reliability procedure showed very high reliability 

coefficients for the scales used in the questionnaire, as 

presented below. 

The religiousness variable in the pilot-study was 

significantly correlated (Kendall's tau = -.30, p = .036) to 
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TABLE 7 

PILOT-STUDY SCALE RELIABILITY 

n - 25 

Scale Cronbach's Alpha 

Business-Economic Environment . . . . .9199 

Social-Cultural Environment .8668 

Technological Environment .8654 

Political-Legal Environment .7865 

perceptions about the social-cultural effects of MNCs in 

Kuwait. The overall opinions about the social-cultural 

environment were negative (mean = 2.97, sd = .69). The mean 

was less than 3.00 which was the "no-effect" response. The 

negative correlation coefficient indicates that the more 

religious subjects had less favorable perceptions. This is 

consistent with the theory that more conservative people 

have less favorable opinions about change. Ismael (1982) 

supports the theory that the more religious persons have 

less favorable opinions toward change in cultural variables. 

Thus, the religiousness variable serving as the 

discriminator, suggests that the instrument is construct 

valid. The content validity is based on the instrument 

development process and the factor analysis discussed later 

in this chapter. 
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Validity 

Validity refers to the degree to which an instrument 

measures what it is designed to measure. Predictive, 

content, and construct validity are the major types of 

validities (Campbell and Stanley 1963; Carmines and Zeller 

1979). Predictive validity is not of concern in this study 

because it is not a normative study that suggests what 

should be, rather than what is. There were no performance 

data collected for this study. The validity concerns of 

this study are content (internal) and construct (external) 

validities. 

Content validity refers to the degree to which the 

contents of a scale (items included) represent the 

dimensions of the variable it is measuring. The items 

included in the questionnaire of this study are based on an 

extensive review of the literature. Carmines and Zeller 

(1979) argue that this is the first requirement for 

establishing content validity. Forty-two items are included 

in the instrument to measure the four dimensions. Twelve 

questions are used for the social-cultural dimension of the 

environment in Kuwait. Seven items are used for the 

political-legal environment, sixteen items are used for the 

business-economic environment, and seven items are used for 

the technological environment in Kuwait. 
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However, there is always the chance that the biases of 

the person developing the questionnaire are reflected in his 

or her choice of items to be included. To minimize the 

effects of this bias, the variables discussed as major 

issues in most textbooks on international business (Ashegian 

and Ebrahimi 1990? Ball and McCulloch 1988; Kolde 1985) are 

included in the instrument. In order to investigate face 

validity of the instrument, it was examined by a panel of 

five experts,. Their suggestions were incorporated and the 

instrument was then accepted by the panel before its final 

use. 

The construct validity of a scale refers to its 

external generalizability. Construct validity describes the 

extent to which the scale represents an adequate operational 

definition of the construct. Campbell (1976) mentions that 

the establishment of content validity greatly enhances 

construct validity. 

The instrument development process used for this study 

provides content and, thus, helps construct validity for the 

questionnaire. Carmines and Zeller (1979) state that with 

proper theoretical guidance, factor analysis can be useful 

in establishing both content and construct validities. 

Factor analysis was used to check for content validity. 

The purpose was to see if the forty-two items about 

environment in the questionnaire group themselves around the 
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four major dimensions; social-cultural, business-economic, 

political-legal, and technological environments. Another 

purpose was to see if there were any sub-dimensions within 

these major dimensions. The results of the factor analysis 

(see Table 8) show that there are four major dimensions with 

a total of ten sub-dimensions. Table 8 shows the factor 

labels. All items in the questionnaire were placed in the 

right dimension except one item (Question 55: Government 

Services, water, electricity, roads, etc.) which basically 

concerned infrastructure. Factor analysis shows that it 

belongs to the business-economic dimension rather than the 

political-legal dimension. All of the statistical analyses 

for the results presented in Chapter IV were completed after 

this adjustment was made in the data analysis programs. The 

factor analysis showed the groupings listed in Table 8 for 

the questionnaire items. Tables 9, 10, and 11 present the 

factor loadings. The results provide strong support for 

content and construct validity of the questionnaire. 

Factor analysis looks at internal variance of the items 

on a questionnaire to see if they group themselves around 

the dimension they are supposed to measure. This supports 

content validity arguments and also, as Campbell (1976) 

mentions, enhances arguments for construct validity. 

Construct validity is the essence of validity. It is 

the degree to which we are measuring what we want to 
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measure. One can argue for construct validity through using 

the data, if there is a theoretical basis. The data 

TABLE 8 

FACTOR LABELS 

I—Social-Cultural Environment 

Factor 1 Education 

Factor 2 Culture 

Factor 3 . . Social Structure 

II—Business-Economic Environment 

Factor 4 Economy 

Factor 5 Industries 

Factor 6 Infra-Structure 

Factor 7 Management Practices 

Factor 8 . . Discrimination and 
Productivity 

III—Political-Legal Environment 

Factor 9 Government 

IV—Technological Environment 

Factor 10 New Technology 

Note: Factors 7 and 8 are combined under one variable 
called Management Practices for purposes of data analysis in 
the results section. 

collected for this study provide such an opportunity, and 

consequently support for construct validity. 

The theory for this purpose is that more religious 
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persons will have less favorable opinions toward change in 

cultural variables (Ismael 1982; Terpstra and David 1985). 

TABLE 9 

SOCIAL-CULTURAL DIMENSIONS 

Factor Loadings 
Factor 1 Factor 2 Factor 3 

Questionnaire 
Item No. 

22 .721 
23a .695 
23b .747 
24 .696 

25 .780 
26 .813 
27 .797 
28 . 673 

29 .698 
30 .490 
31 . 641 
32 . 543 

The religiousness variable, serving as the discriminator, 

can provide support for construct validity arguments. If 

the above theory is supported by the data, then there is 

construct validity and the questionnaire is measuring what 

it is supposed to be measuring. Religiousness variable will 

be discussed here because it provides an easy and clear test 

for constructive validity of the instrument used for this 

study. 
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Religiousness was measured in the questionnaire with 

the following question: 

Question 16: To what degree are you committed to 
your religious principles? 

1 Very Strong 4 Weak 
2 Strong 5 Very Weak 
3 Average 

TABLE 10 

BUSINESS-ECONOMIC DIMENSIONS 

Factor Loadings 
Factor Factor Factor Factor Factor 

4 5 6 7 8 

Questionnaire 
Item No. 

33 .455 
34 .657 
35 .602 

36 .633 
37 .667 
38 .710 
39 .707 

40 .495 
41 .722 
42 .742 

43 . 643 
44 .791 
45 .765 

46 . 671 
47 . 546 
48 .437 

55 .576 
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Opinions about the effect of MNCs on change in culture 

in Kuwait were measured by Questions 25, 26, 27, 28, and 30, 

To test for difference in opinions between more-religious 

TABLE 11 

POLITICAL-LEGAL AND TECHNOLOGICAL DIMENSIONS 

Factor Loadings 
Factor 9 Factor 10 

Questionnaire 
Item No. 

49 .736 
50 .822 
51 .824 
52 .774 
53 .656 
54 .587 

56 . 621 
57 .727 
58 .751 
59 . 576 
60 . 665 
61 .710 
62 .752 

persons and less-religious persons, the following statistics 

can be used; Spearman rank correlation coefficient, the 

t-test, and the F test. The Spearman coefficient between 

religiousness scale (Question 16) and the cultural variables 

scale (Factor 2: Family relations, practice of religion, 

social values, culture and traditions, preservation of 

Arabic language; Questions 25, 26, 27, 28, and 30) was .1787 
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with e = -000 and n = 1330. Since the scale for the 

opinions goes from 1 (highly negative effect) to 5 (highly 

positive effect), the positive correlation coefficient means 

that the more religious a person is, the less favorable his 

or her opinion is toward MNCs' effect on change in culture 

in Kuwait. The religiousness response distribution is 

presented in Table 12. 

TABLE 12 

RELIGIOUSNESS RESPONSE DISTRIBUTION 

Values Frequency Percent 

1. Very Strong 235 17.5 
2. Strong 431 32.0 
3. Average 538 40.0 
4. Weak 75 5 > 6 

5. Very Weak 53 3.9 
Missing 12 ij0 

Total 1,344 100.0 

The t—test tests the significance of the difference 

between the mean scores of two groups on a certain scale. 

For this purpose, subjects grouped as presented in Table 13. 

The t —test results (pooled variance, 2—tail prob.) for these 

two groups are presented in Table 14. 

Overall on this scale (Factor 2) the more-religious 

group had less favorable opinions and the difference was 

statistically significant. Only in the case of preserving 
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TABLE 13 

RELIGIOUSNESS RESPONSES BY GROUP 

Religiousness Response Group 

Very Strong 1 More religious, n = 666 
Strong 

Average 2 Less religious, n = 666 
Weak 

2 Less religious, n = 666 

Very Weak 

Note: Missing n = 12, total n = 1,344. See pp. 92 and 93 
for the test on Muslim managers only. 

TABLE 14 

EFFECT OF RELIGIOUSNESS 

Variable Groups Means t Value Prob. 

Q.25: Family 1 2.59 4.30 . 000 
of Relations 2 2.83 

Q.26: Practice 1 2.44 4.09 .000 
of Relgion 2 2.66 

Q.27: Social 1 2.54 5.88 . 000 
Values 2 2.90 

Q.28: Culture 1 2.60 2.30 . 021 
and Traditions 2 2.74 

Q.30: Preservation 1 2.89 1 o • 00
 

to
 

.410 
of Language 2 2.84 

.410 

Factor 2 1 2.55 5.17 . 000 
Cultural Variables 2 2 .78 

Group 1: More religious 
Group 2: Less religious 
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language (Question 30) did the two groups not have 

significantly different opinions. As in the case of the 

Spearman correlation coefficient statistic, the t-test 

statistic also supported the theoretical arguments. 

In other words, religiousness makes a difference in 

Muslim managers' perception of (n = 950) about the effects 

of MNCs on the cultural environment in Kuwait. The 

regression procedure produced the F value of 5.614 which was 

significant at g = .01. The positive beta = .074 indicates 

is a negative relationship since religiousness was reverse 

coded. This means that more religious Muslim subjects had 

less favorable perceptions about MNCs1 effects on cultural 

environment. 

The above arguments strongly support construct validity 

of the instrument. That is, measuring what it is supposed 

to measure. The religiousness variable, acting as a 

discriminator, discriminates among groups in terms of 

their opinions. 

Another issue related to validity in this study is the 

translation of the questionnaire to Arabic. The question is 

"are both the English and the Arabic versions measuring what 

they are supposed to measure (the same thing)?" This is the 

equivalency of instruments problem. The double-translation 

method used for this instrument insures the equivalency of 

meaning. One supporting argument is the reliability of the 
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prerequisite to validity. An unreliable measure cannot be 

valid. The two versions of the instrument used in this 

study were equally reliable. The Cronbach's Alpha 

reliability scores for the different scales of each version 

are shown in Table 15. 

TABLE 15 

RELIABILITY SCORES FOR LANGUAGE OF INSTRUMENT 

Scale 

No. n = 772 
of English 
Items Questionnaire 

Alpha 

n = 572 
Arabic 

Questionnaire 
Alpha 

Social-Cultural 12 

Business-Economic 17 

Political-Legal 6 

Technology 7 

0.7988 

0.8455 

0.8620 

0.8352 

0.7854 

0.8684 

0.8866 

0.8648 

Reliability 

Reliability refers to consistency in measurement—the 

degree to which a scale yields consistent scores in the 

measurement of a variable. Reliability is the first 

requirement of validity. A scale that is not consistent 

cannot be valid. Test-retest, inter-rater, and internal 

consistency are the major forms of reliability (Emory 1980; 

Kerlinger 1973). Test-retest reliability refers to 

consistent measures of the same variable across two measures 
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taken at different times. Inter-rater reliability refers to 

consistent measures across two raters using the same scale. 

Internal consistency of a scale refers to the degree of 

similarity of measures between the items of a scale. The 

type of reliability measure that applies to this study is 

the internal consistency approach. A reliable instrument 

should produce a consistent measure within the dimensions of 

the environment, across the dimensions for a single subject, 

and across individuals in the same subgroup of the sample. 

Cronbach's Alpha provides a measure of inter-item 

consistency for the aggregated scales in an instrument 

(Kerlinger 1973). 

The SPSS-X reliability procedure was used to calculate 

Cronbach's Alpha coefficient for the four major scales in 

the instrument. The overall reliability scores were very 

high as presented in Table 16. 

TABLE 16 

OVERALL RELIABILITY FOR FOUR MAJOR SCALES 

- = 1046 
Scale No. of Items Alpha 

Social Cultural 12 0. 8093 

Business-Economic 17 0. 8574 

Political-Legal 6 0. 8739 

Technology 7 0. 8476 
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The Cronbach's Alpha scores for the sub-dimensions 

(factors) also proved to be satisfactory. The sub-

dimensions and the alpha scores are listed in Table 17. Of 

particular interest is the reliability of the "culture" 

scale (alpha = 0.7994), because it is used as a separate and 

important dimension of the environment in the analyses 

presented in Chapter V. 

TABLE 17 

SUB-DIMENSIONS RELIABILITY 

Alpha n of items 

Social-Cultural Sub-Dimensions 

Education = 0.7833 4 

Culture = 0.7994 5 

Social Structure = 0.5348 3 

Business-Economic Sub-dimensions 

Economy = 0.6060 3 

Industry = 0.7680 4 

Infrastructure = 0.7525 4 

Management Practices = 0.7149 6 

Data Analysis 

Two types of data were collected for this study, 

nominal and ordinal. Section I of the questionnaire 
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includes demographic items which are measured primarily with 

nominal or ordinal scales. Section II of the questionnaire 

consists of questions on the perceptions of subjects on 

MNCs* effects on Kuwait. A five-item Likert-type scale is 

used as follows: 1 = Perceive high negative effect, 

2 = Perceive some negative effect, 3 = Perceive no effect, 

4 = Perceive some positive effect, 5 = Perceive high 

positive effect. 

This likert-type scale provides ordinal measures of the 

subjects' perceptions. At the end of the questionnaire 

there is an additional item with two open-ended questions 

(question 63). Responses to this item are qualitative data 

and were analyzed accordingly. 

The nominal and ordinal data do not lend themselves to 

parametric statistical analyses. Nevertheless, through 

dummy coding one can still do parametric statistical 

analyses, such as regression. For data analyses, SAS and 

SPSS-X procedures were used in this study. 

The statistics in Table 18 were used in this study to 

test a variety of hypotheses which required different kinds 

of tests. The explanations and rationale are presented 

below. 

Factor Analysis procedure tests were used if the items 

on an instrument group themselves around certain factors/ 

dimensions (Carmines and Zeller; Emory 1980 1979). In this 

study, the literature review suggests four major dimensions 
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Procedure 

TABLE 18 

STATISTICS USED 

Purpose 

Factor Analysis 

Reliability . . 

Frequencies . . 

t-Test . . . . 

Multiple Regression 
— F Test . . . . 

Non-parametric 
Correlation . . . 
—Spearman Rank . 

Crosstabs 
Chi square . . . 

Kolmogorov-Smirnov 
test 

Validity of instrument. 

Reliability of scales. 

Descriptive statistics. 

Hypothesis testing, mean 
differences between groups. 

Find out which demographic 
variables effect subjects' 
perceptions. Hypothesis testing. 

Rank-order correlation 
coefficients among variables. 
Hypothesis testing. 

Joint distributions of two 
variables. Hypothesis testing. 

One-sample test. Hypothesis 
testing. 

in the environment. The factor loadings suggests that two 

of the major dimensions (social-cultural and business-

economic) can be further broken down into subdimensions. 

This proved to be very useful in identifying a very 

important dimension (cultural) in the instrument and the 

items related to that factor. Further analyses and 

hypotheses testing were enhanced by this. 

The reliability procedures used in this study basically 

produced Cronbach's alpha scores for the scales in the 
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instrument. Chronbach's alpha is a measure of internal-

consistency and is the most widely used indicator of 

reliability of a scale (Emory 1980; Carmines and Zeller 

1979). 

The frequencies procedure used in this study provided 

the mean, median, mode, standard deviation, minimum-maximum, 

valid cases, missing cases, variable values, frequencies, 

and percentage distributions (SPSS-X User's Guide 1986). 

The t-test was used to test for significance in 

differences between two group means (Henkel 1976). Using 

dummy variable coding, regression and multiple regression 

analyses were used to determine the nature of the effects of 

the independent variables on the dependent variables. This 

was done to determine which predictors of the dependent 

variable(s) were more important and also to produce the 

F Scores (Achen 1982; Cohen and Cohen 1983; Lewis-Beck 

1980). Spearman's rank correlation, and chi-square 

(Fisher's exact test) were used to determine association 

between two variables and also to test for differences 

between observed and expected frequencies (Siegel 1956). 

The Kolmogorov-Smirnov test was used in the cases of 

hypotheses on one-sample (one-group cases) (Siegel 1956). 

The above statistics are appropriate for nominal and ordinal 

types of data. 
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Summary 

This research investigated the effects of MNCs on 

change in Kuwait. It is based on a survey of the 

perceptions of 1,344 managers in Kuwait. A stratified 2 x 3 

block design was used in sampling, based on the nationality 

of the managers and the type of organizations (public-

private) . The questionnaire developed for the study 

contained items related to demographic characteristics of 

the subjects and also their perceptions of MNCs1 effect on 

change in Kuwait. The instrument had content and construct 

validity, and proved to have high reliability. The 

hypotheses of the study basically relate to the effects of 

the demographic variables on the subjects' perceptions. 



CHAPTER V 

FINDINGS 

Introduction 

Results of the study are presented in this chapter. 

Sample characteristics, the distribution of managers' 

perceptions, differences among groups, variables affecting 

managers' perceptions, and other findings are also discussed 

in this chapter. 

Sample Characteristics 

The sample size was 1,344. A total of 416 Kuwaiti, 494 

other Arab, and 434 other nationality managers participated 

in the study. A total of 682 managers were from the public 

sector and 662 managers were from government ministries. 

Participating managers were employed by companies in 

education, banking, investment, construction, oil and gas, 

and other industries. The demographic characteristics of 

the sample are presented in Table 19. 

Perceptions of Managers 

In this section the descriptive statistics on the 

perceptions of managers on the effects of MNCs on change in 

Kuwait are presented. These summary statistics include the 

mean scores of the group on the major dimensions and their 

80 
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subdimensions (the 10 factors mentioned in the validity 

section of Chapter 3). The scores are on a five-point 

Likert-type scale, with 3 being the neutral effect 

perception, 1 and 2 the negative effect perceptions, and 4 

and 5 the positive effect perceptions. These mean scores 

are presented in Table 20. Generally the scores in Table 20 

show positive perception of the effects by the managers 

(scores over 3.00). In other words, managers generally 

perceive that MNCs had positive effects on change in Kuwait. 

The most positive effects of the MNCs were perceived to be 

on the technological development and the development of the 

industries (oil and gas, construction, banking, etc.) in 

Kuwait. The only negative effects of MNCs were perceived to 

be on the cultural environment of Kuwait. 

Table 21 indicates these results. When the overall 

perception scores of the managers were ranked, as presented 

in Table 22, the least favorable perceptions were in the 

social-cultural dimensions and the most favorable 

perceptions were in the technology dimension. Cultural 

environment received the least favorable, and the only 

negative (scores less than 3.00) scores. These rankings are 

presented in Table 20. 

The sample was blocked according to organization type 

and nationality of the managers. The ranking of perceptions 

on these dimensions are presented in Table 23. Private 

sector managers had more favorable perceptions than public 
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Kuwaiti 

TABLE 20 

PERCEPTIONS ON ENVIRONMENTAL DIMENSIONS 

Other Arab Other Nationality Total 

4.06 Tech. 4.24 Tech. 4.34 Tech. 4.22 Tech. 

3.56 BE 3.70 BE 3 .93 BE 3.73 BE 

3.05 PL 3.32 PL 3.52 SC 3.25 SC 

3.02 SC 3.20 SC 3.28 PL 3.22 PL 

Note: Tech. = Technology, BE = Business Economics, PL 
Political-Legal, and SC = Social-Cultural. 

sector managers. Kuwaiti managers had the least favorable 

perceptions and the other nationality managers had the most 

favorable perceptions. These ranking are presented below. 

Since the Culture dimension got the only negative responses, 

it is included along with the four major dimensions, in the 

analyses presented in the following sections. The standard 

deviations listed in Table 21 indicate that the "other" 

nationality managers were more consistent in their 

responses. Nevertheless, all other standard deviations were 

within reasonable limits. 

Differences Among Groups CHypotheses Tests) 

This section focuses on tests of the hypotheses 

Statistical tests for differences among groups are 
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presented. T-test statistic compares differences between 

groups. The t-tests will use pooled variance estimates and 

2-tail probabilities. 

TABLE 22 

EFFECT OF TYPE OF ORGANIZATION 

AND NATIONALITY 

Perception Nationality Sector 

More Favorable 

Less Favorable 

3.76 Other 

3.54 Other Arab 

3.36 Kuwaiti 

3.58 Private 

3.54 Public 

Hypothesis 1 

Hypothesis 1 stated that nationality of the subjects 

would affect their perceptions, and the Kuwaiti managers 

would have the least favorable perceptions. The t-test 

results presented support this hypothesis very strongly. 

All tests were statistically significant, mostly at p < .01 

levels. The only non-significant difference was the 

perception the political-legal environment between other 

Arabs and other nationality groups. Nationality of the 

subjects did make a difference. Kuwaiti managers had the 

least favorable perceptions. We may conclude that 

Hypothesis 1 is supported. 
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TABLE 23 

EFFECT OF NATIONALITY 

Culture 
Means KU = 

AR = 
t=-2.32 £= 

2.48 
2.61 
021 

Social-Cultural 
Means KU = 3.02 

AR = 3.20 
t=-4.55 £=.000 

Means AR = 2.61 
OT = 2.92 

t=-5.79 £=.000 

Means AR = 3.20 
OT = 3.52 

t=-9.03 £=.000 

Pol-Leg 
Means KU = 3.05 

AR = 3.2 0 
t=-5.39 £=.000 

Means AR = 3.32 
OT = 3.28 

t=-.97 £=.332 

Bus-Econ 
Means KU = 3.56 

AR = 3.70 
t=-3.73 £=.000 

Means AR = 3.70 
OT = 3.93 

t=-6.87 £=.000 

Tech. 
Means KU = 4.06 

AR = 4.24 
t=-4.37 £=.000 

Means AR = 4.24 
OT = 4.34 

t=-2.90 £=.004 

Total 
Means KU = 3.3 6 

AR = 3.54 
t=-5.43 £=.000 

Means AR = 3.54 
OT = 3.76 

t=-8.35 £=.000 

Hypothesis 2 

Hypothesis 2 was based on the notion that organization 

type would make a difference, and public sector managers 

would have less favorable perceptions than those in the 

private sector. Results of the t-tests are presented in 

Table 24. All the probability levels were non-significant 

except for the social-cultural dimension. The difference 

between the total scores of the two groups (public vs. 

private) was not statistically significant. Organization 

type did not make a difference. Therefore, Hypothesis 2 is 

rejected. 
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TABLE 24 

EFFECT OF TYPE OF ORGANIZATION 

Culture 
Means 

t = -1.20 

PU 
PR 

2.67 
2.70 

E = .228 

Soc. Culture 
Means 

t = -2.63 

PU 
PR 

3.21 
3.29 

E = .009 

Pol. Legal 
Means 

t = -1.48 

PU 
PR 

3.19 
3 .25 

E = -138 

Bus. Econ. 
Means 

t = .12 

PU 
PR 

3.73 
3.73 

E = .904 

Tech. 
Means 

t = -.72 

PU 
PR 

4.21 
4.23 

E = -474 

Total 
Means 

t = -1.42 

PU 
PR 

3.54 
3.57 

E = -156 

Note: Group 1 = Public, n = 682; Group 2 = Private, n = 662 

Hypothesis 3 

Hypothesis 3 stated that age would make a difference 

and younger managers would have more favorable perceptions 

than older managers. Managers were divided into two groups 

based on the median age of thirty-six. Results of the 

t-tests are presented in Table 25. The groups had 

significant differences in perceptions on the political-

legal and business-economic dimensions. Older managers had 
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more favorable perceptions. Overall perceptions were also 

significantly different. Older managers had again the more 

favorable perceptions. These results are just the opposite 

of what the hypothesis proposed. Age made a difference in 

the opposite direction. Hypothesis 3 is rejected, and the 

opposite (alternative) hypothesis is supported. 

TABLE 25 

EFFECT OF AGE 

Culture 
Means 

t = .57 

Old 
Young 

2.68 
2.65 

.568 

Soc. Culture 
Means 

t = 1.46 

Old 
Young 

3.27 
3.22 

. 146 

Pol. Legal 

Bus. Econ. 

Means 

t = 2.48 

Old 
Young 

3.27 
3.17 

.013 

Means 

t = 2.83 

Old 
Young 

3 .77 
3.69 

B = .005 

Tech. 
Means 

t = .33 

Old 
Young 

4.23 
4.21 

.744 

Total 
Means 

t = 2.59 

Old 
Young 

3.59 
3.52 

E = .010 

Note: Group 1 - Age GE 36 n = 695; Group 2 = Age LT 36 
n = 649 



89 

Hypothesis 4 

The notion that sex would not make a difference was the 

basis for Hypothesis 4; that is, male and female managers do 

not have significantly different perceptions. Results of 

the t-tests are presented in Table 26. None of the t-tests 

showed statistically significant differences. Male and 

TABLE 26 

EFFECT OF SEX 

Means M 2.67 
Culture F : = 2.65 

t = .38 E = .701 

Means M = 3 .24 
Soc. Culture F : = 3 .28 

t = -.99 E = . 322 

Means M — 3.22 
Pol. Legal F = 3.22 

t = .02 E = .985 

Means M •— 3.74 
Bus. Econ. F = 3.70 

t = .96 E = .338 

Means M = 4.21 
Tech. F = 4.28 

t = -1.72 E = .085 

Means M ; = 3.55 
Total F = 3.56 

let
 II 1 

•
 to
 

o
 

E = .765 

Note: Group l = Male, n = 1,079; Group 2 = Female, n = 265 
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female managers did not have significantly different 

perceptions. Sex did not make a difference. Hypothesis 4 

is supported. This may be due to the fact that the sample 

had a relatively small number of female managers which is 

representative of the population of managers in Kuwait. 

Hypothesis 5 

Hypothesis 5 stated that education would make a 

difference, and that more-educated managers would have more-

favorable perceptions than less-educated managers. Managers 

were divided into two groups based on college degrees—those 

who had a degree and thos.e who did not. Results of the 

t-tests are presented in Table 27. Most of the differences 

were significant, including the differences on the overall 

perceptions. An interesting result was that, in all cases, 

less-educated managers had more-favorable perceptions. 

Education did make a difference in the opposite direction. 

Hypothesis 5 is rejected, the opposite (alternative) 

hypothesis is supported. 

Hypothesis 6 

Hypothesis 6 stated that religion would make a 

difference, and Muslim managers would have less-favorable 

perceptions than non-Muslim managers. Results of the 

t-tests are presented in Table 28. All differences were 

significant except those regarding the perceptions on the 
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TABLE 27 

EFFECT OF EDUCATION 

Means College = 2.64 
Culture Non-College = 2 .79 

t = -2.53 E = .011 

Means College = 3.23 
Soc. Culture Non-College = 3.34 

t = -2.70 E = .007 

Means College = 3.19 
Pol. Legal Non-College = 3.35 

t = -3.20 E = .001 

Means College = 3.72 
Bus. Econ. Non-College = 3.77 

t = -1.27 E = .204 

Means College — 4.22 
Tech. Non-College = 4.23 

t = -.41 E = .684 

Means College = 3.54 
Total Non-College = 3.63 

t = -2.57 E = .010 

Note: Group 1 = With College Degree, n = 1, ,096; Group 2 = 
Without College Degree, n = 248 , 

political-legal environment. All perceptions indicate 

positive effects of MNCs on the environment in Kuwait, 

except the socio-cultural environment. The non-Muslims 

perceived no-effect whereas the Muslim managers perceived 

significant negative effects (3.00 indicates no effect, less 

than 3.00 indicates negative effect) of the MNCs on the 

socio-cultural environment in Kuwait. Overall perceptions 

were also significantly different. Religion did make a 
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difference. Muslim managers had less-favorable perceptions 

than non-Muslim managers. Hypothesis 6 is supported. 

TABLE 28 

EFFECT OF RELIGION 

Means Muslim = 2.53 
Culture Non-Muslim = 3.00 

t = 9.67 E = .000 

Means Muslim = 3.13 
Soc. Culture Non-Muslim = 3.54 

t = 12.43 E = .000 

Means Muslim = 3.21 
Pol. Legal Non-Muslim = 3.23 

t = .41 E = •.679 

Means Muslim = 3.66 
Bus. Econ. Non-Muslim = 3.91 

t = 7.89 E = .000 

Means Muslim = 4.17 
Tech. Non-Muslim = 4.34 

t = 4.77 E = .000 

Means Muslim = 3.47 
Total Non-Muslim = 3.76 

t = 10.57 E = -000 

Note: Group 1 = Muslim n = 950? Group 2 = Non-Muslim n = 394 

Hypothesis 7 

The hypothesis stated that religiousness would make a 

difference in the case of the Muslim manager. More 

religious Muslim managers would have less favorable 

perceptions. The t-test table presented in Table 30 looks 
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at two groups of Muslim managers divided on their responses 

as described in Table 29. 

TABLE 29 

RELIGIOUSNESS CLASSIFICATION 

Religiousness Group 

Group I 1. Very Strong More religious, n = 569 

2. Strong 

Group II 3. Average 

4. Weak Less religious, n = 379 

5. Very Weak 

Perceptions for both groups were all in the positive-

effect side (above 3.00) except for cultural environment. 

The perceptions were very favorable in the technological 

environment dimension. The only significant difference 

these two groups were in the social-cultural dimension. The 

difference in the culture sub-dimension was significant at 

E = .014. The positive average perception for the social-

cultural dimension was due to the positive perceptions 

regarding the education and social structure sub-dimensions 

of the social-cultural dimension. As a result, Hypothesis 7 
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is rejected, since the overall perceptions were not 

significantly different (p = .159). 

TABLE 30 

EFFECT OF RELIGIOUSNESS 

Means MR = 2.54 
Culture LR = 2.67 

t = -2.45 p = .014 

Means MR = 3.08 
Soc. Culture LR := 3.20 

t -3.06 p = .002 

Means MR = 3.21 
Pol. Legal LR = 3.21 

t = .08 P = .936 

Means MR =. 3.65 
Bus. Econ. LR = 3.66 

t = -.07 p = .944 

Means MR = 4.18 
Tech. LR = 4.17 

t = .21 p = .832 

Means MR = 3.48 
Total LR = 3.52 

t = -1.41 p = .159 

Hypothesis 8 

It was hypothesized that the length of stay in Kuwait 

would make a difference for non-Kuwaiti managers, and that 

those who hav€i been in Kuwait longer would perceive more 

effects of MNCs. In testing for more effects, rather than 

more favorable perceptions, one needs to disregard the 
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direction and focus only on the absolute difference between 

the two groups. For this hypothesis two "stay durations" 

were tried, for the purpose of separating the non-Kuwaiti 

managers were divided into two groups: those who had been 

in Kuwait for 5 years and those who had been in Kuwait for 

10 years. Results of the t-tests for both cases are 

presented in Table 31. The first column indicates that 

TABLE 31 

EFFECT OF LENGTH OF STAY 

Group 1 = More than 
5 years n = 749 

Group 1 = More than 
10 years n = 551 

Group 2 = Less than Group 2 = Less than 
5 years n = 179 10 years n = 377 

Means More 2.75 Means More __ 2.74 
Culture Less = 2.77 Less = 2.77 

t = -.27 p — .789 t = -.59 e = . 555 

Means More — 3.33 Means More 3 .31 
Soc. Culture Less = 3.41 Less = 3.40 

t =. -1.77 p = .078 t = -2.25 e = . 025 

Means More = 3 .32 Means More 3 . 32 
Pol. Legal Less = 3.21 Less = 3.28 

t = 2.04 £ = .042 t = .89 e = .374 

Means More 3.80 Means More __ 3.76 
Bus. Econ. Less = 3.86 Less 3 .88 

t = -1.46 e . 146 t = -3.37 e = . 001 

Tech. 
Means More = 4 . 29 Means More _ 4 .27 

Tech. Less = 4.29 Less = 4.31 
t = .07 e = .940 t = -1.20 e = .230 

Means More = 3.63 Means More j— 3.61 Total Less = 3.68 Less = 3.69 
t = -1.38 e = . 168 t = -2.91 e = . 004 
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staying in Kuwait for 5 years or more, compared to less than 

5 years, did not make any significant difference on the 

perceptions of these managers. A stay of 10 years, however, 

did make a difference. Non-Kuwaiti managers who stayed in 

Kuwait for more than 10 years perceived more effects of MNCs 

in Kuwait, especially in the business and economic 

environments. The length of stay in Kuwait did make a 

difference; therefore Hypothesis 8 is supported. 

Hypothesis 9 

Hypothesis 9 stated that income would make a difference 

and that managers with higher income levels would have more 

favorable perceptions than managers with lower income 

levels. For this purpose, managers making more than 10,000 

Kuwaiti Dinars (U.S. $35,000) were considered to be the 

higher income group. Results of the t-tests are presented 

in Table 32. Income level did make a difference in the 

opposite direction, the lower-income managers had more 

favorable perceptions; therefore, Hypothesis 9 is rejected, 

the opposite (alternative) hypothesis is supported. 

Hypothesis 10 

Hypothesis 10 stated that going to school abroad would 

make a difference for Kuwaiti managers; those who went 

abroad for education would have more favorable perceptions 

about MNCs" effects in Kuwait, than those managers who did 
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TABLE 32 

EFFECT OF INCOME 

Culture 
Means 

t = -.58 

High 
Low 

= 2 
= 2 

.65 

.68 
E = .565 

Soc. Culture 
Means 

t = -1.89 

High 
Low 

— 3.21 
3.27 

E = .059 

Pol. Legal 
Means 

t = -3.33 

High 
Low 

= 3 .14 
3.27 

E = . 001 

Bus. Econ. 
Means 

t = -1.16 

High 
Low 

= 3.71 
3.74 

E = .244 

Tech. 
Means 

t = -1.29 

High 
Low = 

4.19 
4.24 

E = . 196 

Total 
Means 

t = -2.26 

High 
Low = 

3.52 
3.58 

E = .024 

Note: Group 1 = More than U.S. $35,000 n = 520; Group 2 
Less than U.S. $35,000 n = 824 

not. Results of the t-tests are presented in Table 33. 

Going to school abroad made no difference at all. 

Hypothesis 10 is rejected. 

Hypothesis 11 

Hypothesis 11 stated that managers would perceive 

negative effects for the cultural environment in Kuwait. 

Since this hypothesis deals with one-group only, t-test is 
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TABLE 33 

EFFECT OF SCHOOLING ABROAD 

Culture 
Means 

t = .35 

SA 
NA 

= 2 
= 2 

.50 

.47 
E = .727 

Soc. Culture 
Means 

t = .88 

SA 
NA = 

3 .05 
3.00 

E = .382 

Pol. Legal 
Means 

t = -.33 

SA 
NA 

= 3.03 
3. 06 

E = .745 

Bus. Econ. 
Means 

t = .02 

SA 
NA 

3.56 
3.56 

E = .986 

Tech. 
Means 

t = -.36 

SA 
NA = 

4.05 
4.07 

E = .722 

Total 
Means 

t = .22 

SA 
NA 

— 3.37 
3.36 

E = .827 

Note: Group 1 = School Abroad, n = 202; Group 2 = No-school 
Abroad, n = 214 

not appropriate. The overall means on this variable are 

shown in Table 34. 

PERCEPTIONS 

TABLE 34 

OF CULTURAL ENVIRONMENT 

Kuwaiti Other Arab Other Total 

Culture 2 .53 2.67 2.92 2.71 
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All the means are less than 3.00, which is the no-

effect response. To test for the significance of the 

difference between 2.71 and 3.00, a Kolmogorov-Smirnov 

goodness of fit test was used. This test compares the 

actual distribution to a hypothesized distribution, in this 

case a normal distribution with mean =3.00 and standard 

deviation = 1.00. The K-S Z-score was 9.090 with p = .000 

(two tailed). The test indicates that the difference is 

statistically significant; therefore, Hypothesis 11 is 

supported. 

Hypothesis 12 

Hypothesis 12 stated that managers would perceive no 

effects for the political-legal environment. The means are 

shown in Table 35. 

TABLE 35 

PERCEPTIONS OF POLITICAL-LEGAL ENVIRONMENT 

Kuwaiti Other Arab Other Total 

Political 
Legal: 3.05 3 . 32 3.28 3.22 

The K-S test comparing 3.22 to 3.00 produced a Z-score 

of 10.299, with p = .000 (two tail). The difference is 

significant. 
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This indicates that managers perceived that MNCs had 

positive effects on the political-legal environment in 

Kuwait. Hypothesis 12 is rejected. 

Hypothesis 13 

Hypothesis 13 states that managers perceive positive 

effects for the business-economic and the technological 

environments. The mean scores and the K-S tests comparing 

the total means to 3.00 are presented in Table 3 6 and Table 

37. 

TABLE 36 

PERCEPTIONS OF BUSINESS-ECONOMIC AND 

TECHNICAL ENVIRONMENTS 

Kuwait Arab Other Total 

Business-Economic 3.56 3.70 3.93 3.73 

Technical 4.06 4.24 4.34 4.22 

The K-S test produced the following two scores and two-

tailed probabilities for the effects of change in business-

economic and technological environments presented in Table 

37. 

The scores also indicate that the most favorable 

perceptions were of the MNCs effects on the technological 

environment in Kuwait. Hypothesis 13 is supported. 
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TABLE 37 

K-S TEST 

K-S P (two-tailed) 
Z 

Business/Economic: 16.161 .000 

Technical: 23.304 .000 

The scores also indicate that the most favorable 

perceptions were about the MNCs effects on the technological 

environment in Kuwait. Hypothesis 13 is supported. 

Demographic Variables And Perceptions 

A stepwise multiple-regression analysis was performed 

to determine the effects of demographic variables on 

managers' perceptions. The variables entering the 

regression model, their beta, F, sig. F score are listed in 

Table 37 for each major dimension, sub-dimensions of the 

socio-cultural environment, and the overall perceptions of 

the managers. This information is presented for all 

managers in the sample as well as the three nationality 

groups; Kuwaiti, other Arab, and other nationality managers. 

Data in Table 38 indicate that demographic variables 

that consistently affect the perceptions of the managers are 

nationality, religion, type of organization where the 

manager works, and education. The hypothesis testing in the 
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previous section supports this fact. The sampling design 

for this survey was also blocked by nationality and type of 

organization. Kuwaiti managers had the least favorable 

perceptions and other nationality managers had the most 

favorable perceptions about MNCs' effects in Kuwait. 

For the effect of the organization type (public vs. 

private), Hypothesis 2 was rejected for the whole group. 

The regression analysis here indicates that this variable 

affects managers' perceptions when the sample is divided 

into nationality groups. Kuwaiti managers in the private 

sector had more favorable perceptions than those in the 

public sector regarding MNCs' effects on social-cultural and 

political-legal factors (positive beta). 

This was also true for the other Arab managers for 

their perceptions about the social-cultural factors. In the 

case of the other-nationality managers, the reverse was true 

(negative beta). The other-nationality managers in the 

private sector had less favorable perceptions than those in 

the public sector. 

Religion proved to be one of the most discriminating 

variables in the study. The previous hypothesis testing 

also supports this fact. Non-Muslim managers had more 

favorable perceptions than Muslim managers, regarding MNC's 

effects (beta = .078, F = 4.24, e • .039). 
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The presence of the education variable showing this 

regression analysis is a surprise. All betas were negative. 

On separate analyses the Spearman rank correlation 

coefficient between education and overall perceptions was 

-.0399 with £ = .107. The spearman coefficient was also 

negative. This means that more-educated managers have less-

favorable perceptions. Maybe this is a chance result, but 

it needs further research. This result is totally contrary 

to what would be expected. One might speculate that more-

educated persons should have more-favorable perceptions 

toward change. The frequency distribution of the education 

variable is presented in Table 39. 

Type of industry was another variable which affected 

managers' perceptions. Kuwaiti managers in education and 

banking had more favorable perceptions than Kuwaiti managers 

in construction and oil and gas industries. Other 

nationality managers in construction and oil and gas had 

more favorable perceptions than other nationalities in the 

education and banking industries. This could be due to the 

fact that construction and oil and gas are more global 

industries. 

Age was also found to be an important predictor. As 

tested in Hypothesis .3. Older managers had more favorable 

perceptions than their younger counterparts. The betas in 

the regression analyses had positive signs. The managers' 
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TABLE 39 

EDUCATIONAL BACKGROUND 

Education Frequency Percentage 

1. Less than high school 8 0.6 

2. High school 101 7.5 

3. 2-3 years college 136 10.1 

4. College degree 785 58.4 

5. Graduate school 311 23 .1 

Missing 3 0.3 

Total 1,344 100.0 

age distribution was as follows: mean = 36.7, St. Dev. = 

9.1, median = 36.0, mode = 30.0, minimum = 20.0, and maximum 

= 65.00. 

Summary of Hypothesis Tests 

Findings from the previous statistical analyses are 

summarized in this section. Findings regarding managers' 

perceptions of the effect of MNCs in Kuwait include the 

following: 

1. Kuwaiti managers had the least-favorable 

perceptions about the effects of MNCs on change in Kuwait. 

All the Kuwaiti managers' perceptions were positive, except 
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All the Kuwaiti managers' perceptions were positive, except 

about the cultural environment in Kuwait. 

2. Managers in the public sector had less-favorable 

perceptions than those in the private sector. 

3. Older managers had more-favorable perceptions than 

younger managers. 

4. The sex of managers did not affect their 

perceptions. 

5. More-educated managers had less-favorable 

perceptions than less-educated managers. 

6. Muslim managers had less-favorable perceptions than 

non-Muslim managers. 

7. The religiousness of Muslim managers did not make a 

difference except regarding the cultural environment. More-

religious Muslim managers had less-favorable perceptions 

than the less-religious Muslim managers about the effects of 

MNCs on the cultural environment in Kuwait. 

8. The length of stay in Kuwait affected the non-

Kuwaiti managers. Those who stayed longer in Kuwait 

perceived more effects of MNCs. The critical period seems 

to be somewhere around ten years. 

9. Income level of the subjects affected their 

perceptions. Managers with lower incomes had more-favorable 

perceptions. This may be due to the fact that foreign 

managers generally are paid less than Kuwaiti managers in 
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Kuwait. The effect, therefore, may be from nationality 

rather than from income. 

10. Having an education from abroad did not affect 

Kuwaiti managers' perceptions. 

11. All managers perceived negative effects of MNCs on 

the cultural environment in Kuwaiti. 

12. Kuwaiti managers perceived no effects of MNCs on 

the political-legal environment in Kuwait. Non-Kuwaiti 

managers perceived positive effects on the political-legal 

environment. 

13. All managers perceived positive effects of MNCs on 

the business-economic and technological environments in 

Kuwait. The most favorable perceptions were about the 

technological environment. 

Other Findings 

Many of the participants used the last page of the 

questionnaire (the other comments? section) to provide 

additional comments about the MNCs' effects on change in 

Kuwait. Most of the comments were elaborations about 

factors already covered in the structured portion of the 

questionnaire. Nevertheless, some participants discussed 

other aspects in the environment that were affected by MNCs. 

These comments are grouped into four major categories: 

general effects, discrimination in employment, crime, and 
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construction. A synopsis of these comments is presented in 

Table 40. 

In the open-ended questions, some Kuwaiti managers 

expressed the view that Kuwait was better able to control 

the impact of MNCs because it is a rich country, whereas 

poor LDC could not control the negative impacts of MNCs. 

Such statements indicate a general distrust of MNCs, and the 

idea that MNCs have not had a negative impact on Kuwait 

because of Kuwait's economic power. Other managers pointed 

out that the effect of MNCs on some dimensions in the 

environment may be,at the same time, both positive and 

negative. Unfortunately they did not give examples of such 

influences. Although it might be argued that changes in the 

family is one such example. Some of the managers complained 

about "westernization" of the culture as a result of MNCs in 

Kuwait. Westernization they say, affects mostly the young 

generation. Another widely-shared opinion was that MNCs 

presented unfair competition to local businesses, mainly 

because of their size. They also argued that governmental 

projects generally are awarded to MNCs. 

Managers of all three nationality groups agree that 

MNCs discriminate against Kuwaitis in hiring decisions and 

management development. Many responded to the open-ended 

questions by stating that MNCs should provide more training 

and development to Kuwaiti employees. Some argued that when 
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TABLE 40 

OTHER EFFECTS OF MNCs IN KUWAIT 

General Effects 

MNCs have less chance to have negative effect in rich 

LDCs than in poor LDCs. 

The effect on some aspects of the society may be both 

positive and negative at the same time. 

Kuwaiti culture is becoming "westernized," especially 

in the young generation as a result of MNCs. 

MNCs act as unfair competition for local small 

businesses. 

Discrimination 

Large MNCs discriminate against Kuwaiti in employment 

and management development. 

The practice of MNCs hiring other-Arab for management 

positions often cause negative attitudes toward other-

Arabs in Kuwait. 

MNCs discriminate against Kuwaitis because Kuwaitis 

generally object to any actions or positions which 

places them in subordinate positions. 

MNCs hire more women than local companies in Kuwait; 

this brings about cultural change. 
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TABLE 40—Continued 

Crime 

9. Crime has increased in Kuwait as MNCs have imported 

more non-Kuwaiti managers and employees. 

10. MNCs have encouraged the importation of cheap foreign 

labor in Kuwait. 

11. Importation of non-Arab workers has exasperated the 

problem of crime in Kuwait. 

Constructioi 

12. MNCs have not been sensitive to Arab culture and 

architecture in building high-rise buildings in Kuwait. 

MNCs hire other-Arabs instead of Kuwaitis, it causes 

negative attitudes by locals toward other Arabs in Kuwait. 

Discrimination against Kuwaitis in employment decisions was 

also mentioned in the open-ended responses. This was 

attributed to the fact that Kuwaitis do not like taking 

subordinate positions and taking orders from foreigners in 

Kuwait. Some of the managers in the other nationalities 

group mentioned that MNCs hire more women than the local 

companies in Kuwait, and that this is a major cause of 

cultural change. 

Kuwaiti and other Arab managers agree that crime has 

increased in Kuwait because of MNCs. Cheap foreign labor, 
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especially from poor Asian countries, was blamed for the 

increased crime rate in Kuwait. 

Many Kuwaiti and other Arab managers stated that the 

architecture in the high-rise buildings that MNCs build in 

Kuwait were not acceptable to the Arab or Kuwait's culture. 

Most of these buildings are designed Western architectural 

styles. Western modern architecture emphasizes tall, glass 

covered buildings with a lot of corners. Arab architecture 

emphasizes shorter, stone, and curved/domed/arched 

buildings. 

The comments cited are samples of the opinions 

expressed by managers to the open-ended questions. From 

these statements a number of hypotheses could be raised for 

further study on MNCs in Kuwait. Furthermore, more rigorous 

research is needed to test whether or not these perceptions 

are true. For example, the crime statistics can be 

analyzed, as Al-Sharrad (1980) did, and criminals' personal 

data (i.e., nationality, type of crime, etc.) can be 

reviewed to test whether the Asian labor force is actually 

the cause of increased crime in Kuwait. Many of the 

managers in this study specifically mentioned Asian labor-

force as the source of increased crime in Kuwait. Another 

interesting possibility for a study might be compensation 

discrimination based on nationality in Kuwait, by MNCs. Is 

this perception real or imagination? 
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Other Factors Affecting Change in Kuwait 

After asking for general comments, the question was 

asked in item 63, "Did MNCs affect change in Kuwait?" Most 

answered yes (73.4 percent), only 3.8 percent said no. But 

many managers (22.8 percent) did not respond. It may be 

assumed that many no-responses were due to the fact that 

managers were already in the process of answering a 

questionnaire about the influence of MNCs on change in 

Kuwait. The most significant part of responses came from 

those who answered that MNCs were not the cause of change in 

Kuwait, but that other factors were. 

Table 41 lists other factors mentioned by managers as 

contributing to change in Kuwait. All of these factors are 

interrelated. None stand alone as an isolated factor 

causing change by itself. General summaries of what the 

managers in this study mentioned in their responses are 

presented below. 

Many managers reported that the cause of change 

came from the influx of foreign nationals without 

considering why these immigrants came to Kuwait. 

Expatriates bring with them their own cultures, religions, 

customs, languages, and behavior patterns, and as a result 

Kuwait is no longer a homogeneous society. Managers see the 

change caused by new immigrants and tend to believe they are 

the underlying causes of change. 
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Other managers mentioned underlying causes of change 

such as the second item on Table 41, oil wealth. Oil wealth 

is the major driving force behind the economic change and 

development in Kuwait. Money flowing into the country made 

everything possible and irreversibly changed this close-knit 

Bedouin society into a modern day, cosmopolitan, and worldly 

society. 

The global nature of the MNCs in oil was given as an 

underlying cause of change by some managers. Basically they 

said Kuwait could not escape being part of international 

trade and investments due to its oil wealth and the fact 

that the MNCs were tied together globally, economically, and 

technologically. Kuwait's investments abroad and its open 

economic system increased the pace in this international 

integration. 

Other factors mentioned by managers were that Kuwaitis 

going abroad, either as students, tourists, or businessmen 

were changed by what they saw in the rest of the world. 

Students, particularly, are exposed to the Western culture, 

and bring back with them the values and attitudes of the 

West which often clash with the traditions and values of 

Kuwait. Because an increasing number of young Kuwaitis are 

educated abroad this has become a major factor of change. 

Policies of the Kuwaiti government were listed as a 

major cause of change by a number of managers. They 
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mentioned such facts as international relations, 

governmental plans and policies which encouraged change. 

Also they argued that governmental contracts and agreements 

with foreign companies and nations accelerated change in the 

country. The claim was made that the government could slow 

or prevent the changes threatening the Kuwaiti's environment 

if it wanted to. 

Many managers who listed other factors than MNCs as 

causing change, discussed the westernization of Kuwaitis. 

They criticized the importation of Western ways and the 

copying of the American and European life styles, especially 

by the youth. This change, discussed in negative tones, may 

be seen in peoples' taste, consumption patterns, family 

relations, interpersonal and business relations. The group 

most offended by the Westernization of the culture seemed to 

be older Kuwaiti managers. Young Kuwaiti managers did not 

respond as negatively on this point. Surprisingly, many 

other nations also mentioned Westernization as a factor 

affecting change in Kuwait. 

Education was seen as another cause of change by some 

of the managers. Educational opportunities have expanded 

tremendously in Kuwait in recent years. Both public and 

private schools today provide educational opportunities for 

the youth, both male and female. The number of girls 

attending school has increased greatly, and many of the 
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schools are co-educational. Schools are seen as a major 

change agent in the introduction of western ideas and 

traditions. 

Other managers discussed the media as a major factor of 

change. In Kuwait the media is open to the entire world. 

There are Arabic and English channels on television and 

radio and newspapers and magazines in Arabic and English 

from around the world are available on the news stands. The 

public is greatly exposed to the cultural values of the West 

since many watch western movies and television. 

A number of managers also mentioned the use of foreign 

maids as a change agent in Kuwait. Foreign maids are common 

in Kuwait today and frequently have the responsibility for 

rearing children. Maids have become a big issue and a 

matter of concern to many because it is inevitable that 

children will learn values and traditions from the foreign 

maids. Because many maids are south or south-east Asia and 

may not be Muslims, there is growing concern of the impact 

of having children exposed to these non-Muslims. 

Conclusion 

The major finding of this study was that all managers 

perceive that MNCs have positive effects on the environment 

in Kuwait, except the cultural environment. The more-

favorable perceptions concerned MNCs' effects on the 

business-economic and technological environments in Kuwait. 
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Several managers discussed the impact of neighboring 

countries in the Gulf Area as forces of change for Kuwait. 

They pointed out that Kuwait's strategic location in the 

Gulf forces it to interact with people and countries in the 

region. Major political and economic developments in the 

region, such as the revolution in Iran, and the actions of 

OPEC, philosophical changes, later the war between Iran and 

Iraq, abuses were major factors affecting Kuwait. 

Finally, technology was mentioned as a factor of change 

in Kuwait. Technology has its own culture; cars, computers, 

airplanes, televisions, facsimile machines, telephones, 

change the way people live. People work and play 

differently, and as a result traditions and values are 

changing. One can see the fast-paced life in Kuwait which 

technology has caused. The patterns of living are 

completely different from what they were just a few years 

ago. Negative perceptions of the managers were changes MNCs 

had brought about to the cultural environment. All managers 

believed MNCs influence the cultural environment, but Muslim 

and more-religious Kuwaiti managers saw MNCs as a threat to 

the traditional and religious values of the country. Other 

negative aspect reported by managers were that MNCs 

discriminate against Kuwaitis and that they present unfair 

competition to local businesses. They also saw MNCs as 

creating tension between Kuwaitis and other Arabs by their 



120 

employment practices, and as creating a number of social 

problems for the country by importing many non-Arab workers. 



CHAPTER VI 

CONCLUSION 

Summary 

The purpose for this exploratory survey research was to 

answer the research question "what do managers in Kuwait 

think is the* effect of MNCs on change in Kuwait?" The 

findings indicate that, in general, the managers surveyed 

perceive that MNCs have a positive effect on change in 

Kuwait. The only negative effect that the managers 

perceived from MNCs1 was to the cultural environment. 

A total of 1344 managers in Kuwait responded to the 

questionnaire. A 2 X 3 blocking of the sample is shown in 

Table 42. 

TABLE 42 

THE SAMPLE 

Kuwait Other Arab Other Total 

Public 

Private 

227 

189 

251 

243 

204 

230 

682 

662 

Totals 416 494 434 1, 344 

121 
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The managers' perceptions about the effects of MNCs 

were solicited regarding four major dimensions in the 

environments; that is, social-cultural, political-legal, 

business-economic, and technological environments. Factor 

analysis of the data indicated that there were ten factors 

in the questionnaire. These ten factors fell neatly into 

four major dimensions, plus one sub-dimension, cultural 

environment. The literature review indicated that the 

cultural environment would be a dimension that MNCs effect 

negatively. Accordingly, some of the hypotheses of the 

study were related to this sub-dimension. 

Findings and Discussion 

The hypothesis testing produced the following findings: 

1. Native Kuwaiti managers had the least-favorable 

perceptions about the effects of MNCs on change. 

Perceptions of all managers indicated positive effects of 

MNCs, except on the cultural environment in Kuwait. 

2. Managers in the public sector had less-favorable 

perceptions than those in the private sector. The 

public sector managers were generally older, more-religious, 

and less-educated than the private sector managers. 

3. Generally older managers had more-favorable 

perceptions than younger managers. Younger-generation was 

perceived as being more westernized. 
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4. The sex of managers did not affect their 

perceptions. Twenty percent of the respondents were female 

and most were employed by the private sector (Kuwaiti 

females were mostly in the public sector). The relatively 

small number of females who entered the work force must have 

adopted the opinions of their male counterparts. 

5. Managers with less-education had more-favorable 

perceptions than managers with more education. The more-

educated managers hold the power positions in this society. 

Status-quo consciousness may be the reason for this finding. 

6. Muslim managers had less-favorable perceptions than 

non-Muslim managers. They were concerned that religious 

practices, traditions, and culture of Kuwait were being 

forgotten. 

7. The religiousness of Muslim managers did not make a 

difference, except regarding the cultural environment. 

More-religious Muslim managers had less-favorable 

perceptions about the effects of MNCs on the cultural 

environment in Kuwait, than less-devout Muslim managers. 

8. The length of time in Kuwait affected non-Kuwaiti 

managers' perceptions. Those who had been in Kuwait longer 

than 10 years perceived more effects of MNCs. The critical 

period of stay was approximately 10 years. 

9. The income level of the subjects affected their 

perceptions., Those lower incomes had more favorable 
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perceptions. Perhaps this is due to the fact that foreign 

managers generally are paid less than Kuwaiti managers. 

Thus the effect is not from income but from nationality. 

10. Although one might expect managers educated abroad 

to have views different from those educated in Kuwait, the 

test showed that having been educated abroad did not affect 

Kuwaiti managers' perceptions. Status-quo consciousness may 

explain this finding too. 

11. All managers perceived the effects of MNCs on the 

cultural environment to be negative. 

12. Kuwaiti managers perceived no effects of MNCs on 

the political-legal environment in Kuwait. Non-Kuwaiti 

managers perceived the effects on the political-legal 

environment to be positive. It appears that foreigners 

perceived the Kuwait government to be democratic and stable. 

13. All managers perceived positive effects of MNCs on 

the business-economic and technological environments in 

Kuwait. The most favorable perceptions were about the 

technological environment. 

At the end of the questionnaire, the managers were 

asked to answer a number of open-ended questions. Their 

answers gave additional insight about their view of MNCs. A 

large majority, 73.4 percent, stated that MNCs definitely 

affected the Kuwaiti environment. However, managers also 

believed that other factors, such as the oil wealth, actions 
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of the Kuwaiti government, the influence of neighboring 

countries, the fact that many Kuwaitis travel abroad and 

attend foreign colleges and universities, and the media, 

affect change in Kuwait. There were several areas in which 

the managers expressed negative opinions regarding MNCs. 

Kuwaiti managers expressed the view that MNCs discriminated 

against Kuwaitis, and favored other Arabs over Kuwaiti 

managers. They also believed that if Kuwait had been a 

poor country, the MNCs would have affected it negatively. 

They believed that because Kuwait was rich, it was able to 

prevent negative effects of MNCs. Finally these managers 

believe that the importation of foreign laborers was the 

cause of increased crime in Kuwait. This assertion has no 

material basis at the moment. One needs to study crime 

statistics to be able to support or refute this argument. 

Summary of Significant Findings 

1. The subjects perceived that MNCs1 effects on change 

was positive. The only negative effect perceived was on the 

cultural environment in Kuwait. Perceptions were especially 

positive in the business-economic and technological 

dimensions. 

2. The nationality of the subjects made a difference 

as to their perceptions. In general, the Kuwaiti managers' 

perceptions were slightly less-favorable than the non-
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Kuwaiti managers. The difference was significant especially 

for the cultural environment. 

3. The type of organization the subjects worked for 

made a difference. In general, managers in the public 

sector had slightly less-favorable perceptions than those 

working for private companies. 

4. The religion of the subjects made a difference. In 

general, Muslim managers had slightly less-favorable 

perceptions than non-Muslim managers. The difference was 

significant, especially for the cultural environment. 

Recommendations 

As mentioned before, the constituents of this study 

were three groups of individuals: the government of Kuwait, 

the managers of MNCs, and academicians. 

The managers surveyed for this study in Kuwait (n=1344) 

perceived positive effects of MNCs on economic and 

technological development of Kuwait. However, the 

perceptions also indicate negative effects of MNCs, for 

example, the foreign personnel that are brought to Kuwait is 

perceived to have had a negative impact on the cultural 

environment. Further studies are needed to test whether 

these perceptions reflect reality. If MNCs have negative 

effects on Kuwaiti culture, actions should be taken to 

correct the situation. A national conference should be 

called to consider the actions needed to protect the 
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country's cherished traditions and values. If this is not 

reality and the perceptions found in this study are 

incorrect, then information should be disseminated to the 

public to clarify these matters. MNCs also should 

participate in funding and initiating such a study. 

Because MNCs are vitally involved in the society, they 

cannot remain in business in Kuwait unless they serve the 

well-being of the nation. It is to the advantage of these 

companies, as well as to the nation, to ensure a positive 

business climate. Most managers believe that MNCs are good 

for the economic/technological development of Kuwait, 

however, the perceptions are negative regarding MNCs effect 

on the culture of Kuwait. MNCs must become more sensitive 

to this issue in order to insure stability and continued 

harmony. Programs regarding this issue should be 

implemented in the near future. Especially personnel 

selection practices may need to be reviewed. 

Academicians interested in international, cross-

cultural business may find this study to be useful. Field 

research in Kuwait provided the basis for this research. 

The findings presented in Chapter V may provide additional 

research questions pertaining to the actual effects of MNCs 

on Kuwait. 

Some of the controversial and unexpected results 

presented in Chapter V may lead to future research. 
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Although the findings of this study are the perceptions of 

managers in Kuwait only, it is believed by the researcher 

that the cultural similarities in the Arab Gulf states gives 

this study greater importance in such countries as Saudi 

Arabia, UAE, Iran, and Iraq. Possible future research 

questions are: 

1. Why did education abroad not affect Kuwaiti 

managers1 perceptions regarding MNCs? 

2. How can one measure the degree of religiousness? 

How does the degree of religiousness affect attitudes toward 

change? 

3. Can a third-world nation direct change and prevent 

those aspects of MNCs it considers negative from affecting 

the culture? Or, is the whole world ultimately to be 

similar as economic development occurs? 

4. Can the effects of MNCs on various dimensions be 

both positive and negative at the same time? 

5. Is the importation of foreign labor really the 

cause of increased crime in Kuwait? 

6. How do foreign-maids affect a country's culture? 

7. How can MNCs become more culturally-sensitive in 

other countries? 

8. Are MNCs in Kuwait providing enough training and 

development for their Kuwaiti employees? 
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Summary 

Kuwait is a unique developing nation in that it 

possesses the wealth to undertake practically any 

development it desires. The very fact that it has such 

wealth creates its major challenges. Can a small wealthy 

oil state preserve its economic independence and cultural 

identity and still adapt to the rapid changes that 

inevitably result from modernization and development. MNCs, 

as the major instrument of development and change, are 

viewed with ambivalence. Are they the valued partners 

bringing a better life to the country, or are they the cause 

of the pain that comes with change. Do they build or do 

they destroy the values of the society. These questions 

prompted this research. How do managers in Kuwait view 

MNCs? 

A survey was made of 1,344 public and private managers 

in Kuwait. Managers were asked for their perceptions about 

MNCs1 effect on the Kuwaits' environment in four areas; 

business/economic, technology, political/legal, and social-

cultural . 

Generally, these managers perceived MNCs to have a 

positive effect on the economic, technological, political, 

and legal environments. They perceived the effect of MNCs 

to be negative on the cultural environment. 
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Because it coincides with the general discontent about 

the growing social and cultural problems caused by rapid 

change, this ambivalence about the effect of MNCs on Kuwait 

presents a serious problem. MNCs are increasingly viewed as 

the cause of these ills. If MNCs are to continue to prosper 

in the nation, they need to address this feeling of 

discontent and help the nation adapt to change without 

losing its cultural distinctiveness. 
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University of North Texas 
College of Business Administration 
Department of Management 

December, 1988 

Dear Participant: 

Your participation in this study will aid roe in 
completing my dissertation and my doctoral education at 
the University of North Texas. 

I assure you that your responses will be kept COMPLETELY 
CONFIDENTIAL* It is very important that you answer the 
questions in this survey honestly and completely. Your 
responses WILL NOT PE DISCLOSED to anyone. Only I will 
see your answers. Any report from this study will show 
only statistical summaries, not individual responses. 

Please answer all the questions. Thank you very much 
for helping me in this project. 

Sincerely, 

Hamad Aldaeaj 
Ph.D Student 
University of North Texas 

P O Do* 13677 • Demon. Texas 76203-3677 
AC 117/565*3140 • Dallas-Hf. Worth Mciro: 817/267-2832 



133 

PARTICIPANTS' DEMOGRAPHICS 

Please fill in the blanks or check the appropriate response. 

1. Name of your organization: — _ 

2. Type of organization: 
1. Public sector (government) 2. Private sector 

3. What is your job title? 

4. How do you rank in the organization? t 

1. Top position __ 4. Fourth level position 
2. Second level position 5. Fifth level position 
3. Third level position 6. Other (specify) 

Your nationality is: 
1. Kuwaiti 

Other Arab (please specify) 
3. Other Nationality (please specify): 

6. If non-Arab, can you speak and understand Arabic? 
1. None 2. A few words 3. Conversational 
4. Very fluent 

7. If non-Kuwaiti, how long have you been in Kuwait? 

Years Months 

8. What is your age? Years 

9. Your education (please check one): 
1. Less than High School 4. College (4 years) 
2. High School 5. Graduate School 

~~~~ 3. College ( 2 - 3 years) • 6. Other (specify) 
10 . Please specify the number of years of schooling you have finished 

in each location: 
Number of years of schooling in Kuwait 
Number of years of schooling in other Arab countries 
Number of years of schooling in other countries 

11. Your sex: 
1. Male 2. Female 

12. Your marital status: 
1. Single 4. Separated 
2. Married _ _ Widowed 
3. Divorced 

13. Which category best describes your annual income (please 
translate your income into Kuwaiti Dinars if any portion of it is 
earned in countries other than Kuwait)? 

1. Less than KD 10,000 4. KD 30,001 - 40,000 
2. KD 10,001 - 20,000 5. KD 40,001 -
3. KD 20,001 - 30,000 6. More than KD 50,000 
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14. How would you compare your parents' wealth to yours? 
1. Much lower 
2. Somewhat lower 
3. Equal 
4. Somewhat higher 
5. Much higher 

15. What is your religion (please specify)? 

16. To what degree are you committed to the religious principles? 
1. Very strong 4. Weak 
2. Strong 5. Very weak 
3. Average 

17. If you were assigned to build a new city in Kuwait, in what order 
would you build the following (please rank, 1 = first, 2 = second, 
etc) : 

Mosque Recreation Area 
School Shopping Mall 
Business Center 

18. Which of the following classes at a school in Kuwait, are most 
important: (Please rank, 1 = most important, 2 = second important, 
etc.) 

Islamic literature Physical education 
Arabic literature Arts 
Science 

19. In what order would you visit the following: (please rank, 1 = 
first, 2 = second, etc.) 

Holy places USA 
Europe Other (please specify) 

20. How often do you pray? 
1. 5 times a day 4. Occasionally 
2. Less than 5 times a day 5. Don't pray at all 
3. Once a week 

21. If you had only one child, which of the following professions would 
you prefer for your child? (please rank, l=first, 2=second, etc.) 

1. Islamic study 4. Teaching 
2. Medicine 5. Business 
3. Engineering 6. Other (please specify) 
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SECTION II 
PARTICIPANT'S OPINION OP THE INFLUENCE OF 

MULTINATIONAL CORPORATIONS (MNCs) ON KUWAIT 

In this section please provide your opinion with regard 
to multinational corporations that operate in Kuwait and the 
way they influence Kuwait and its people. An MNC is a non-
Kuwaiti company that does business in Kuwait, by selling 
their products, using their technology, marketing services, 
or ideas. 

There are no right or wrong answers. Please circle the 
number that best describes your feelings for each item. 

Please circle your opinion using the following scale: 
Highly Some Some Highly 
Negative Negative No Positive Positive 
Effect Effect Effect Effect Effect 

HNE = 1 SNE = 2 NE = 3 SPE = 4 HPE = 5 

Please indicate your opinion about how multinational corporations 
(MNCs) have influenced the following conditions in Kuwait: 

SOCIAL-CULTURAL HNE SNE NE SPE HPE 

22. Education system in general 1 2 3 4 5 

23. Number of educated people: 
a) High School graduates 1 2 3 4 5 
b) College graduates 1 2 3 4 5 

24. Quality of education 1 2 3 4 5 

25. Family relationships 1 2 3 4 5 
(closeness of relations between 
children, parents, and other 
relatives) 

26. Practice of religion 1 2 3 4 5 

27. Social values 1 2 3 4 5 
(Morality, honesty, 
respect for elderly) 

28. Kuwaiti culture and traditions 1 2 3 4 5 

29. Use and value of foreign languages 1 2 3 4 5 

30. Preservation of Arabic as the 1 2 3 4 5 
spoken language 

31. Change in the economic 1 2 3 4 5 
class structure 

32. Role of women in the Kuwaiti 1 2 3 4 5 
society 
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Please circle your opinion using the following scale: 
Highly Some Some Highly 

Negative Negative No Positive 
Effect Effect Effect Effect 

HNE = 1 SNE = 2 NE = 3 SPB = 4 

Positive 
Effect 

HPE = 5 

Please indicate your opinion about how multinational 
corporations (MNCs) have influenced the 1 

in Kuwait: 

llowing conditions 

HNE SNE NE SPE HPE 

BUSINESS-ECONOMIC 

33. Economic development 

34. Cost of living 

35. Income distribution 

36. Oil industry 

37. Manufacturing 

38. Banking and finance 

39. International trade 

40. Transportation 

41. 

42. 

43 

44. 

45. 

46. 

47. 

Availability and quality of 
housing 

Availability and quality of 
health care 

Management practices 
(planning, organizing, etc.) 

Working conditions for employees 

Employment practices 
(hiring, benefits ,etc) 

Discrimination in employment 
(Kuwaitis versus Non-Kuwaitis) 

Training of Kuwaitis for 
management positions 

48. Worker productivity 

2 

2 

2 

2 

2 

2 

2 

2 

2 

3 

3 

3 

3 

3 

3 

3 

3 

4 

4 

4 

4 

4 

4 

4 

4 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 
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Please circle your opinion using the following scale: 
Highly Some Some Highly 
Negative Negative No Positive Positive 
Effect Effect Effect Effect Effect 

HNE = 1 SNE = 2 NE = 3 SPE = 4 HPB = 5 

Please indicate your opinion about how multinational ^ _ 
corporations (MNCs) have influenced the following conditions 
in Kuwait: 

HNE SNE NE SPE HPE 

POLITICAL-LEGAL 

49. Government system 1 2 3 4 5 

50. Legal system 1 2 3 4 5 
(the law) 

51. Judicial system 1 2 3 4 5 
(the courts) 

52. Independence of governmental 1 2 3 4 5 
decision-making 

53. Political democracy 1 2 3 4 5 

54. Protection of national 1 2 3 4 5 
independence 

55. Government services 1 2 3 4 5 
(water, electricity, roads, 
etc.) 

TECHNOLOGY 

56. Introduction of computers 1 2 3 4 5 

57. Introduction of 1 2 3 4 5 
manufacturing technology 

58. Introduction of 1 2 3 4 5 
agricultural technology 

59. Financial support for research 1 2 3 4 5 

60. Construction/Architecture 1 2 3 4 5 

61. Communications 1 2 3 4 5 
(telephone, telex, satellite, 
etc.) 

62. Introduction of appropriate 1 2 3 4 5 
technology 
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63. Have multinational corporations had any effects on 
changes in Kuwaiti society? If yes, please explain. If 
no, what other factors resulted in change in Kuwaiti 
society? Please explain. 

participants Comments 

If you would like to make other comments, please use the 
space below, once again, I appreciate your cooperation. 
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î jUC. vv̂ LS-



142 

'i 

( I ' j £ * y . 

iu-M? L_« J Jil, Mill jit » • * . • 

gj U • - • • . 

A,,,,i il) I fl—inw I J J1—' ' ^ i • .I I I 
X S j-t '̂.*0' I L-i ' i 

k ^ i ̂*̂!-" I wi L—» I j J * , 

fi ̂Jj'l • , 

{ '3u- J—u6 o * <•••)•••& * W tn-MJ L j J ) J» y j j m . « 

d " ,1ft ̂  j-* 1 U* ̂  1 

( I'jiAj X j*j \ ̂  L^j JaSy I j L U U M 
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i jwri « c# i>i * ̂  L 
• » 'A • 1 "• < I l> 1 ' j>J 1 I * * V̂* 

. UI— jJ I • J» 

-i-Jj 



BIBLIOGRAPHY 

Achen, C. H. 1982. Interpreting and using regression. 
Beverly Hills: Sage. 

Ajami, R. A. 1980. The multinationals and Arab exonomic 
development: A new paradigm. Journal of Contemporary 
Business 3 (3): 3-20. 

Al-Abdul-Razzak: 1984. Kuwait: Fact of Figures, published 
by Kuwaiti Ministry of Information, 1988. UNTC, 1986. 

Al-Arabi. Kuwait on the march, published by Ministry of 
Information, February 1989. 

Al-Jilani, A. A. 1985. Environmental impact on 
organizational design in Saudi Arabia. Ph.D. diss., 
Florida State University. 

Aldaeaj, H., M.S. Thibodeaux, and E. G. Nasif. 1989. Power 
model of MNC nation-state relationships. Proceedings, 
1989 Annual Meeting of the SW division of Academy of 
Management. 

Almaney, A. J. 1983. Cultural traits of the Arabs: 
Growing interest for international management. 
Management International Review. 23: 10-18. 

Al-Sharrad, M. R. 1980. The impact of oil on the 
demographic structure of the contemporary Kuwait 
society. Thesis, Pacific Lutheran University. 

Asheghian, Parviz, and Bahman Ebrahimi. 1990. International 
business. New York: Harper & Row Publishers. 

Ashour, A. S. 1981. Self-serving practices of multinational 
corporation in less developed countries. Management 
International Review. Vol. 21: 67-78. 

Baker, J. C., J. K. Ryans, and D. G. Howard. 1988. 
International business classics. Lexington, MA: 
Lexington Books. 

Ball, D. A., and W. H. McCulloch. 1988. International 
business 3rd ed. Piano, TX: BPI. 

146 



147 

Barnet, R. HJ., and R. E. Miller. 1976. Global reach: The 
power of the multinational corporations. New York: 
Simon and Schuster. 

Beamish, P. W. 1987. Joint ventures in LDCs; Partner 
selection and performance. Management International 
Review 27: 23-37. 

Blake, D. H., and R. S. Walters. 1983. The politics of 
global economic relations 2d ed. Englewood: Prentice-
Hall. 

Business international 1983. S(10): 257, 261. 

The business week global 1000. 1988. Business Week 7.18: 
141 

Campbell, D. T., and D. W. Fieke. 1959. Convergent and 
discriminant validatrions by the multitrait-meltimethod 
matrix. Psychological Bulletin. 56: 81-105. 

Campbell, D. T., and J. C. Stanley. 1963. Experimental and 
guasi-experimental designs for research. Boston: 
Houghton Mifflin. 

Campbell, J. P. 1976. Psychometric theory. In Handbook of 
industrial and organizational psychology, ed. M. D. 
Dunnette. Chicago: Rand McNally. 

Carmines, E. G., and R. A. Zeller. 1979. Reliability and 
validity assesment. Beverly Hills: Sage. 

Chaudhuri, A. 1988. Multinational corporations in less-
developed countries: What is in store? Columbia Journal 
of World Business. (Spring): 57 - 63. 

Cichock, M. A. 1983. The impact of direct foreign 
investment upon developing countries: A case study of 
Yugoslavia. Ph.D. diss., University of South Carolina. 

Cohen, R. B., and Cohen, R. W. 1984. Nontariff barriers to 
high-technology trade. Glastonbury, CT: The Futures 
Group. 

Crystal, J. 1986. Patterns of state-building in the Arabian 
Gulf: Kuwait and Qatar. Harvard University. 

Daniels, T. 1971. Kuwait journey. Luton: White Crescent 
Press. 

Dittrich, E. D. 1982. The impact of multinational corporate 
investment on selected Latin American economies. M. A. 
thesis, Florida Atlantic University. 



148 

El Mallakh, R. 1968. Economic development and regional 
cooperation: Kuwait. Chicago: University of Chicago. 

El Mallakh, R., and J. K. Atta. 1981. The absorptive 
capacity ofJuwait. Lexingtron, MA: Lexington. 

Emerson, R. M. 1962. Power dependence relations. American 
Sociological Review 27: 31-40. 

Emory, C. W. 1980. Business research methods. Homewood: 
Irwin. 

England, G. W. 1975. The manager and his values. 
Cambridge: Ballinger. 

Fayerweather, J. 1982. Host national attitudes toward 
nultinational corporations. New York: Praeger. 

Fortune forecast. 1988. Fortune. 11.7: 25-26. 

Freeman, 0. L. 1981. The multinational company: 
Instrument for world growth. New York: Praeger. 

Gladwin, T. N., and I. Walter. 1980. Multinationals under 
fire. New York: Wiley. 

Gray, H. P. 1987. International economic problems and 
policies. New York: St. Martin's. 

Hegazey, E. E. 1985. The contribution of oil to the 
economic development in Kuwait (1962-1981): A 
macroeconometric approach. Ph.D. diss., University of 
Connecticut. 

Henkel, R. E. 1976. Tests of significance. Beverly Hills: 
Sage. 

Hofstede, G. 1980. Culture's conseguences. Beverly Hills: 
Sage. 

Hood, N., and S. Young. 1973. The economics of 
multinational enterprise. London: Longman. 

Ismael, J. S. 1982. Kuwait: Social change in historical 
perspective. Syracuse, NY: Syracuse Univerity Press. 

Jain, S. C., and Y. Puri. 1981. Role of MNC Corporation in 
developing countries: Policy Makers Views. Management 
International Review. 21: 57-67. 



149 

Kassicieh, S. K., and J. R. Nassar. 1983. Revolution and 
war in the Persian Gulf: The effect of MNCs. California 
Management Review. (Fall): 88-89. 

Kerlinger, F. W. 1973. Foundations of behavioral research 
2d ed. New York: Holt-Rinehart-Winston. 

Kolde, E. J. 1985. Environment of international business 
2d ed. Boston: Kent. 

Kumar, K. 1980. Transnational enterprises: Their impact 
on third world societies and cultures. Boulder: 
Westview. 

Lewis-Beck, M. S. 1980. Applied regression. Beverly 
Hills: Sage. 

Maleka, A. H. 1985. The changing role of multinational 
corporations. Management International Review 25: 36-45. 

Najafbagy, R. 1985. Operations of multinational 
corporations and local enterprise in Arab countries. 
Management International Review 25 (4): 46-57. 

Newman, W. H. 1979. Adapting transnational 
corporatemanagement to national interests. Columbia 
Journal of World Business. (Summer): 82-88. 

Parry, T. G. 1980. The multinational enterprise: 
investment and host country impacts. 

Patel, S. J. 1974. The technological dependence of 
developing countries. The Journal of Modern African 
Studies 12: 1-17. 

Permutter, H. V. 1967. Social architectural problems of the 
multinational firm. Quarterly Journal of AISEC 
International (August): 33-34. 

Phatak, A. V. 1983. International dimensions of management. 
Boston: Kent. 

Reveed, S. R. 1983. State enterprise—MNC joint—ventures: 
How well do they meet both partners needs? Management 
International Review. 23: 46-56. 

Reiffers, J- L- 1982. Transnational corporations and 
endogenous development. Paris: UNESCO. 



150 

Sadik, Muhammad T. 1987. Impact of the operations of 
transnational corporations on development in Kuwait. 
Kuwait: The Arab Planning Institute. 

Sethi, S. P. 1987.(a) Inhuman errors and industrial crises. 
Columbia Journal of World Business (Spring): 101-110. 

Sethi, S. P. 1987.(b) Oppurtunities and pitfalls for 
multinational corporations in a changed political 
environment. Long Range Planning 20 (6): 45-53. 

Simiar, F. 1983. Major Causes of joint venture failures in 
the Middle East: The case of Iran. Management 
International Review. Vol 23: 60-68. 

Tarvis, L. A., and R. L. Crum. 1984. Performance-based 
strategies for MNC portfolio balancing. Columbia Journal 
of World Business (Summer): 85-94. 

Terpstra, V. and David, T. The cultural enviromnent of 
international Business. Cincinnati: Southwestern, 1985. 

Tsurumi, Y., and E. M. Graham. 1977. Multinational 
management: Business strategy and government policy. 

Vernon, R. 1977. Storm over the multinationals: The real 
issues. 

Whelan, J. 1985. Kuwait: A MEED practical guide. London: 
Meed. 

The world bank atlas. 1987. Washington, D. C.: The World 
Bank. 


