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Abstract
The potential impact of Foreign Direct investmeEEDI) on recipient and investing economies is of
considerable policy interest. Important to the tiyesf foreign direct investments in Nigeria ane fuestions of
whether foreign investors coming to Nigeria areakatseeking or export driven ; if they are naltuesource
seeking or strategic asset driven. This finding rédevant to economic managers in the design and
implementation of appropriate macroeconomic pddi¢ attract FDI. It is also relevant to investeggawhether
FDI contributes to overall capacity developmentha economy or not .This study investigates therimrtion
of FDI to industrial productivity in Nigeria. Usinthe disaggregated components of industrial pribdtyc
i.e.(Industrial, Manufacturing and Mining sectorog@uctivity indices) as proxies for the dependenialdes.
These were regressed against Foreign Direcstments ; expressed as a function of Gross Doniestiduct ;
this is in conjunction with other independent arahtcol variables that are deemed to affect thesllef
industrial productivity. Outcome of the study inglies that industrial productivity in Nigeria is rfeDI driven.
However, upon disaggregation into component secitonsas ascertained that FDI has a positive aguwificant
relationship with mining sector productivity iridéria at 5% Alpha level in the short run. This diot come as
a surprise seeing that the oil industries belanthts sector. The impact of FDI is mostly res&itto the oil
sector. The weak linkage between the oil sectar the rest of the economy hinders any possibldospit
effects from FDI unto the larger economy. The stuiyncludes that our over reliance on foreign direct
investments as a source of economic growth andstndliproductivity has not been justified. While weiterate
that, there might be need for foreign direct inmestts, we should not be totally dependent on le $tudy
therefore, recommends a conscious effort on thie phatfederal government to look inwards for proiility
enhancing attributes that could cater for our dgwelental needs as no foreign nation will do itder. It is also
being advised that the Nigerian government ankitypdormulators need to enact some investor frignd
policies that will encourage, promote and atfratain more foreign direct investments and to preval
conducive and enabling environment.
Key words: Foreign Direct Investment, Industrial sector praduiy, Manufacturing sector productivityMining
sector productivity.

Background of the study

According to UNCTAD (2009), FDI involves an investacquiring a lasting interest in overseas entsegrand
markets. In doing so, FDI allows an investor tongan “effective voice” in the management of specifi
indigenous industries. It is further anticipatedttRDI encourages the transfer of management skitlsllectual
property, and technology to where it is needed masingside job creation, FDI should also help ioye@ the
quality of goods and services produced in the ecgnohereby boosting export potential. Accordindghpl can
stimulate the adoption of international productitandards and working methods.

On the other hand, productivity is a crucial fadto production performance of firms and natiomgreasing
industrial productivity can raise living standatmiilcause more real income improves people's abilipurchase
goods and services, enjoy leisure, improve houaimgj education and contribute to social and enviemai
programs. Productivity growth also helps businedsebe more profitable. Productivity is considerdkey
source of economic growth and competitiveness asd,such, is basic statistical information for many
international comparisons and country performassessments (udo aka -1983).

A country’s ability to improve its standard of Ing over time depends almost entirely on its abilityaise its
output per worker." According to Dutse, Okwolidakurfi (2011), the national quest for scientifiada
technological know-how through FDI which is reqdireto improve low level productivity and achieve
sustainable economic development has gathered ntamen recent years. Nigeria, after decades dficdisag
FDI like other developing countries (Marin, 2008)now falling over to attract external investard spending
large sums of money to attract foreign companiésuri (2006) reports that FDI-related foreign ecomo
policies received most significant attention of tigerian government in the last two decades, whésulted
in the signing of bilateral and multilateral dties aimed at encouraging the inflows of FDI.

Young et al. (1994) identified that, FDI inflows groperly harnessed can bring in the latest teldgyo create
employment and lead to tradable goods. They furtipned that FDI not only enables the transfer of
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intangibles to another country but also makes kadgg spillovers possible and therefore may pleoleain the
growth and development of indigenous entrepremgursThese knowledge spillovers can lead to
the establishment of new home-grown enterprisesthe host country leading to improved industrial
productivity.

Terjesen et.al (2007), opined that during the ewup§ FDI activities, there is a transfer of tecloyyl
and intangibles to the host country that invelymeople and machinery, and some of these knowledg
spillover's are not necessarily intentional, givbat the Multinationals are profit-maximizingtities and will

not be willing to transfer knowledge unless iitains a return. Whereas, knowledge spillovers leesn
regarded as a resultant effect of a gap inn@lolgy between foreign and local firms. Howevier,the
literature, not all types of FDI have the sameeptéls for knowledge spillovers.

It has also been emphasized by several developewmtomists like Bianchini (2010), that the intdigna

of developing countries with the global ecanoincreased sharply in the 1990s with changes in
their economic policies and lowering of barriecs ttade and investment. Most countries strive toaett
foreign direct investment (FDI) because of abalme or seemingly acknowledged advantagestaslaf
economic development and enhanced industrial yotodty.

In tandem with these line of thoughts, this stuslyset to evaluate the contributions or othsewof
foreign direct investment on industrial growttd productivity in Nigeria.

1.2 Statement of Research Problem

While FDI is assumed to generate a virtuous ciraféenigher productivity, it can also provide the ¢chu needed
resources such as capital , techniques of prodyctitanagerial and marketing expertise. Others ludiec
advanced product and business practices, humatakdpivelopment and brand access to markets wdrieh
essential for developing countries to industrialize

A closer review of FDI trends revealed that, thees been a remarkable level of FDI inflows into éig
in the recent past. This is depicted in charelb :

Chart 1 -FDI Inflows into Nigeria - $Billions
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In the above chart, FDI witnessed a period ofteiween 2000 and 2004. Thereafter it improved
tremendously especially in years 2006, 2008, afi® 28spectively. This nose-dived in 2010 but capméu
2011 and has not maintained nor shown any sifjimereased/ improved inflows. The same may noddid
of the level of industrial productivity in Niga as depicted in chart 2 below :
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Industrial Productivity Index(IPI)

350

- /\A/'“"\w

200

150 =—4—PI

100

50

0 T T
1975 1980 1985 1990 1995 2000 2005 2010 2015 2020

Scer CBN Statistical Bulletin

From the above chart, industrial productivity indg®od at about 200 in 1981. It increased gedcady to
about 280 in 1999; maintained a boom and burslkeciill 2005 when it climaxed to 310. After whidhcrashed
to about 225 in 2010 and has not shown any furgign of improvement. In the ensuing scenairaystrial
productivity has not maintained an impressive trétisl been relatively ineffective. This is quiésturbing. It is
far from being satisfactory and obviously pointeands an ailing and backward economy.

While FDI inflows has witnessed a relative irase; the same may not be said of the level ofsinigli
productivity in Nigeria. Our apriori expectationseahat, with an increased FDI inflows, there sHolde an
increase too in the level of industrial produdtiviT hat is the crux of the matter !

In view of the poor and unsatisfactory productivitynds in Nigeria, this study is setto analfipw much of
FDI inflows were actually attracted to Nigeria etipossible usage to which they were put , the tiinec
significance and the impact of FDI infloms industrial productivity in Nigeria.

Research activities based on the relationship etid®I| and improved productivity in a develapicountry
like Nigeria has been scanty.(See Ayanwale (200Mah (2007) and Abdullahi 2008, ).. While soroé
the studies concentrated on FDI as a growth indugihenomenon, a few others dwelt on its impactoval
factor productivity.

Industrial productivity in a third world countrykk Nigeria is an under researched topic. This &@nm
because of the scarcity of comprehensive corbfdata suitable for analysis. Thus , the linkagaveen
foreign direct investments (FDI) and productivity Nigeria is yet unclear.

This research is set to evaluate the impact ofigaredirect investments on industrial productivity Nigeria.
Again since international trade is the mediunotigh which FDI thrives, this study will also seek identify
the contributions or otherwise of exports , imparinflationary trends and trade opennes$i¢oleével of
industrial productivity in Nigeria. The conclusias therefore trite that existing state of reseasttows
a conceptual weakness providing further impetushis study.

Centrally, the study is intended to ascertain theact of foreign direct investments on industpiaductivity in
Nigeria. It will investigate the mismatch betwe@mahcial and service accruals from foreign diiagestments
and an abysmal low industrial productivity in NigerThe study also, will accomplish the following:

b) To determine the effect of export and impaat#s, Gross domestic product per capita, the dedrtezde
openness and and inflationary trends on induspralductivity in Nigeria.

The following hypotheses shall be tested in thislgt
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Ho,: There is no significant long run relationship veeén foreign direct investments and industrial
productivity in Nigeria.

Ho,: Foreign Direct Investments do not have any sigaift impact on Industrial productivity and its ividual
components in Nigeria.

Hos: There is no causality relationship between farelgect investments and industrial productivityNigeria.

This study will attempt to identify the trend ofDFinflows and the impact it has on industrial puotvity in
Nigeria.

The study will inform policy decisions and assistipy makers to ascertain if an enabling environtriexs been
created to attract foreign direct investments smdppraise the effectiveness or otherwise of thiicy on
industrial productivity in Nigeria.

The study will also generate interests and debaethe need for and against foreign direct investsiinto
Nigeria. Hence the study will also serve as refeeematerials for future and further works in thisaa It will
also provide basis for further comparative studieshoth the developed and less developed economies
Finally, this study will add to the existing stookknowledge on the subject matter, foreign diiagestments
and industrial productivity in Nigeria. It will atshelp to educate the general public, private seceronomists
and students alike.

Foreign direct investments and industrial produftivs a vast topic. Thus, the scope of this gtisl
delineated, from 1981- 2015, a period of 35 (hiinte) years.

2.1 Conceptual Framework

The conceptual framework of this study is basethervariables under study.

2.1.1 Foreign Direct Investment (FDI)

Foreign direct investment (FDI) is a direct investininto production or business in a country bymgany in
another country, either by buying a company in tdrget country or by expanding operations of arsteng
business in that country (Danja, 2012).

Foreign direct investment has many forms. Broadbreign direct investment includes “mergers and
acquisitions, building new facilities, reinvestimpgofits earned from overseas operations and irdrapany
loans” (Wikipedia, 2014). In a narrow sense, FOOere just to building new facilities. As part ofetmational
accounts of a country and in regard to the natiom@me equation Y = C + | + G + (X-M), the ‘I ithe
equation is investment plus foreign investment. Exherefore defined as the net inflows of investi(inflow
minus outflow) to acquire a lasting managementasie(10% or more of voting stock) in an enterpdperating
in an economy other than that of the investor (\W&#nk, 2012). FDI is the sum of equity capitahestlong-
term capital and short time capital as shown inBi@P. FDI usually involves participation in managsm
joint-venture, transfer of technology and expertiBleere are two forms of FDI “inward and outwartgsulting
in a net FDI inflow (positive or negative) and “skoof foreign direct investments” which is the cuative
number for a given period. Direct investment exelighvestment through purchase of shares (worldbiack
2012). FDI is one example of international factavements.

According to Alfaroet al., (2012)there are different types of FDI. This includes:

1. Horizontal FDI: This arises when a firm duplicates its home cqub#ised activities at the same value
change stage in a host country through FDI.

2. Platform FDI: This is a FDI from a source country into a degiorato a third country.

3. Vertical FDI: This takes place when a firm through FDI movesnaasn or downstream in different
value chains , that is when firms perform valuetagdctivities stage by stage in a vertical fashioa
host country.

Horizontal FDI decreases international trade aspitogluct of them is usually aimed at host counting, two
other types generally act as a stimulus for it.

Having discussed the concept of foreign directegtments, it behooves of us now to review thereaand
meaning of productivity.

2.1.2 The Nature and meaning of Productivity

There is no one universally acceptable definitibproductivity. It has been defined by economistdtee ratio
of output to input in a given period of time. Patanother way, it is the amount of output produicg@ach unit
of input.

Business managers, on the other hand, see proidgiot only as a measure of efficiency but alsorcae
effectiveness and performance of individual orgam@ns. For them, productivity would incorporateality of
output, workmanship, adherence to standards, absehcomplaints, customer satisfaction etc. (Ud@Ak
1983).
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To the administrator, productivity means organimadi effectiveness while the industrial engineeesse
productivity from the point of view of those facsowhich are more operational and quantifiable, wodasure
and performance standards. Thus, productivity @aodmputed for a firm, industrial group, the entirdustrial
sector or the economy as a whole. It measuresttet of efficiency at which scare resources aredaitilized.
Hence, according to (Anyanwu, 1999). the studyinternational trade and productivity involve thealysis of
efficiency in the use of international trade flomsincreasing productivity particularly at the iredtial sector
that is international trade induced industrial pretiity. Higher or increasing productivity will énefore mean
either getting more output with the same level mput or the same level of output with less inpulheT
organization for economic cooperation and develogm@ECD, 2013) defined productivity “as a ratiba
volume of input used in production”. While thererie disagreement on this general notion, a lookhat
productivity literature and its various applicasoreveals very quickly that there is neither a uaigurpose for
nor a single measure of productivity.

According to Ukeje, (1999), “productivity in its dad sense, is a measure of how efficient and éféect
resources are used as inputs to produce produttsemvices needed by the society in the long fuis.the rate
of flow of output when compared with rates of flak resources used in producing the output of gats
services. In financial terms, productivity is thalue of output divided by the cost of inputs usedaigiven
period. The basic resource inputs consist of labapjtal and natural resources. Since resourcesrgaldom
grow much faster than population. Obviously the rmsource of increase of output per capita is thinoting
growth in productivity.

There are basically two schools of thought on trecept and interpretations of productivity. Thetfischool of
thought sees productivity as the ability to accastpsome specified objectives irrespective of tharqum of
resources. This is often referred to as outputeredtproductivity. To the other class of peopledpictivity will
be synonymous with the ability to allocate resosrjaliciously and to avoid waste. This represenésdost-
oriented concept of productivity. The latter cla§@dherents stress cost-consciousness and inaasss looks
out for opportunities to insist on budget ceilingibe cost-oriented concept of productivity is arpheontrast to
the output-centered. Whereas the former stressesdled for economic use of resources, the latirepl
emphasis on the achievement of objectives. The ipeeapon which the output-centered argument isthase
that conservation of resources amounts to creaifajse economy especially when the basic objextdfean
economy or establishment are not achieved.

Some other schools of thought see productivity fthenpoint of labor. Labor productivity is commonlged to
refer to the volume of goods and services prodyezdvorker within some specified period of the yeaonth,
week, day or hour. The adoption of this simplifiedncept do not take cognizance of the fact thavrlab
productivity is a unit resulting from the interdeylent contribution of labor and other factors abdarction.
However, the practice of using labor especiallgdifabor as the most common factor in measurinduyartivity
is due partly to the fact that labor inputs andt€@sin be ascertained and quantified more easily those of
other factors and partly due to a legacy of cladsiconomists and Marxist thought which not onlgdteo
regard labor as the sole source of value but &ed to regard all forms of indirect labor as “urgarctive”
labor. This study is adopting the cost-orientechoept of productivity because of its emphasis @nahility of
an economy to allocate resources judiciously andatoid waste. This implies efficiency in the use of
international trade flows in increasing producthatt the industrial sector. other useful concegtociated with
productivity includes:

Total factor productivity: This is the ratio of output to the aggregate measfithe inputs of all the factors of
production. Theoretically, this is the true measoferoductivity as it incorporates the contributiof all the
factor inputs (Anyanwu, 1999).

Partial Productivity: This estimates the ratio of total output to a Enigput, usually labor. In most of
economic discussion, productivity is taken to baosyymous with labor productivity. This is becausésia
simpler concept to estimate and it is a rough nmeastithe effectiveness with which we use the nmgiortant
factor of production-labor, (Anyanwu, 1999)

Measurement of productivity

Productivity can be measured by using either gafdiztor productivity which is the ratio of outpateasured in
specific units to any input (also measured in dpeanits), or total factor productivity (TFP) whids the ratio
of total outputs to total inputs used in production

Productivity can be measured in other real seaibthe economy ie the industrial, manufacturing amining
sectors.

The productivity of labor can be measured eithep@put per operator or output per man-hour expckss
monetary values (economic productivity) or in quiie® (physical productivity). Because of the hetgmneity of
output, it is more usually expressed in value tewhgh for the manufacturing sub-sector, is easdiculated
from ex-factory prices of finished products, estiethvalue of semi-finished products and other waakd
services of an industrial nature (Anyanwu, 1999).
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2.1.3 Determinants of Productivity in Nigeria.

According to Adenikinju (2005), several factors Basonditioned productivity growth performance irgstia.
These factors are discussed below under five bdoadnsions.

(i) The Fruits of Knowledge

This relates primarily to the role of technologydevelopment. Technology could can be acquireceueldped
using at least three channels: research and dewelttp(R&D), technology transfer, and the adoptidmew
technology. We found Nigeria's activities in theeee broad areas to be quite limited. Unfortugate
economic reform programs adopted in the past lgaxen limited attention to the issues of techngldg&D
remains one of the weakest links in Nigeria’'s degwment process, with very low spending by priviates
and the government. While technology transfer goiit the past favored technology imports, the ecoic
crisis of the 1980s has affected the continuousmeé on this policy. Technology adopted in thgdyian
manufacturing sector is quite old and antiquaidde impact of FDI is also restricted mainly to thiesector.
The weak linkage between the oil sector and theakthe economy hinders any possible spillovérot$ from
this type of FDI. Again, it was identified that etow levels of absorptive capacity in the econdimjt the
country’s ability to effectively utilize the techlogiical assets available to her.

(ii) The Results of Accumulation

It has equally been ascertained that the qualityusfian capital in Nigeria is not only low but hatatiorated
over the years. This was worsened by the low pudmenditure on education and the brain drain pimemon
which surged in the late 80s through the 90s. dhe &vailability and poor quality of primary inputabour and
capital also have an impact on the country’s petiity performance.. The fragmentation of intermadrkets
also affects the efficiency of the labour markedw private investment prevents firms from beirlgeato
replace ageing capital stock with new capital stiheit embodies new and generally more efficiertiietogy.
Domestic producers identified the poor quality, raliability and high cost of infrastructures as ajon
hindrance to their competitiveness. We found tthamestic firms depend primarily on bank finance for
working capital and investment. However, the ir@éiincy of the financial sector leaves them withhhcapital
costs. In fact, the micro and small firms are alhoosnpletely left out of the formal credit market.

(iii) The Deeper Level

By all indicators, Nigeria can be classified asoaen economy. However, while the country is opethe trade
side, it cannot be said to be open on the finarsoild. There appears to be a weak transmissioaad bpenness
indicators to total factor productivity. Factoesponsible for this finding include the impact epdeciation on
the naira value of imported inputs as well asuheompetitiveness of domestic firms. The weak ituntgbnal
environment also played a negative role on therssi environment. The Index of Economic Freedom,
published by the Heritage Foundation, put Nigenmag countries classified as “mostly unfree”.

(iv) Other factors that matter

Business investment and operations are best catlictan environment of stability with a minimuevél of
uncertainty. The Nigerian macroeconomic environnietiighly volatile and characterized by uncetiasmand
high transaction costs. Policy reversals and paticanges are frequent. The seemingly hostile enmient
altered the preferences of economic agents fort-sfon investments rather than longer time moskyri
investments. Thus, the Nigerian corporate sectmluding the financial sector, tend to be tiltedd dnighly
concentrated.

(v) Other Factors Affecting Productivity

Another factor identified as affecting productyvih Nigeria is the low competitiveness of the emmry. The
various reform policies implemented in the countrgve focused primarily on improving the price
competitiveness. However, for the Nigerian econdmige competitive, price competitiveness is just ohthe
important considerations. Non-price competitivenéastors like timeliness, quality, marketing aridtidbution
skills, reliability, after-sales services, techrgitial innovation and the institutional structuravEonment are
equally important. We also identified high macrm@amic volatilities in the economy as also playagle in
productivity trends.

Policies that Impact on Productivity

Various policies have played a role in productiitynd in Nigeria, some of these have a directaichpand
others an indirect impact on productivity. Somehafse policies are briefly reviewed below

A. Policies that Have a Direct Impact on Productiviy

According to Adenikinju( 2005), until the 1980s,gsria had neither a full-fledged Ministry of Scienand
Technology (S&T) nor a body of coherent nationaliqy on S&T. While this has changed to some eixten
S&T policies generally do not attract a high premiun the government policy agenda. Budgetary atioo to
the sector is also quite low and direct governnpaiicy to support business R&D is also unavailaflee
establishment by the government of institutions hwjroductivity related objectives like the National
Productivity Centre (NPC) the National Manpower BbaNMB) and training institutions like the
Administrative Staff College of Nigeria (ASCON); ehCentre for Management Development (CMD); the
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Industrial Training Fund (ITF); the National Cenfor Economic Management and Administration (NCEMA)
the National institute for Strategic Studies (NIPS&c should ordinarily enhance the productivggrformance
of the country; however, the operations of thesdititions have been hampered by a lack of the dtadyg
support needed to enable them to fulfill their neted

The Nigerian educational policy was intended tooeinage the development of science and technolugygh
the 6-3-3-4 policy and the universities admissiaidgline, which recommends a 60:40 ratio in favbscience
related courses. In addition, the number of tertiastitutions as well as their enrolment has éased
significantly over the years. However, the implemagion of these policies and guidelines has fafleart of
expectations. The rapid increase in tertiary adionssdid not translate to a corresponding incréaskee quality
of the graduates of these tertiary institutions.

Furthermore, in respect of product quality and gtads, the Nigerian government set up two orgéiouzs - the
Standard Organization of Nigeria (SON) and the &t Agency on Food and Drug Administration
(NAFDAC) to monitor the quality and safety of googsoduced or sold on the Nigerian market. Rules
concerning sanitary standards, testing and labealimgrelatively well defined, but bureaucratic Hesdslow
down the approval process.

B. Policies that have an Indirect Impact on Produdvity

Again , according to Adenikinju(2005), there arscah number of policies that have an indirect inhpacthe
productivity trend in Nigeria. High up in the list these policies are the trade, exchange rateésratustrial
policies. Nigeria’'s trade policies over the yeaewé fluctuated between protectionism and libemali;n the
pre-SAP era, trade policy was overwhelmingly priwec

However, the deliberate policy of maintaining aremalued exchange rate and protective tariff exckateak
and sleepy firms that were unwilling to compete ambvate. In the post-adjustment period, tradécpdas
deemphasized protection and import substitution famored export promotion. However, the effectiees of
these policies in achieving their objectives wampered by the sharp decline in real income, whih been
the dominant factor behind the poor manufactugnmwth performance, and credibility problems iielgtto
the sustainability of the policies.

Furthermore macroeconomic policies pursued for mbshe period were anti-growth and fueled voigtiln
the economy. High and persistent fiscal imbalaricasslate into high public debt and since monefoticy
was generally accommodating, it fueled inflatigneaites. The shallow financial market adverselyuirices
interest rates and risks also crowding out prigaetor credit in the face of the government’sdadgorrowing
requirements. The weakness of the capital markenhdi allow it to serve as a substitute for thekvBnancial
sector. All of these work together to stifle muokeded funds required by the real sector both fanking
capital and to finance investment.

The infrastructure policy which in the past pre@ddorivate sector participation resulted in iredincy and a
high cost of public provision of infrastructure wees. However, current policy reforms in respettthe
infrastructure sector have shifted the frontierspoivate sector involvement in the managementfarahcing of
this sector. Nigerian and foreign investors ar& pperating in telecommunications, power, airways] energy
sectors among others.

The Land Use Act was also a major constraint tonass investment in Nigeria. The Act, introduced 976,
conferred land ownership on the state. Howeverbtlreaucracy and costs associated with its opesatvas a
major constraint to investment activities. Recgnthe President promised to pursue the amendnfetiti
controversial Act in order to ensure unfettereaperty development and the industrialization of¢bantry.
2.1.4 Constraints to Productivity Growth in Nigeria

Among the most important constraints to produgtigtowth in Nigeria are, first, the absence ofoasistent
and long-term strategy for productivity improvemesgcondly, the extensive dominance of the pidgitor in
the economy, which stifles private sector initiai and operations; thirdly, the very weak corpotatkages
among the various sectors of the economy — busiimdsages facilitate innovation, higher produdiivithrough
specialization and flexibility in meeting customegeds, and enables economies of scale; fourtidyweak
linkage between the educational system and theresgents of the economy; and fifthly, the poor fiimaing
of the labour and capital markets. In additiomdarctivity has been largely hindered by the ingffi¢ state of
the physical and social infrastructures. Goverrnmerolvement in business R&D in the past was ladito tax
incentives provided for R&D activities, without datly providing funds to support business R&D.

2.1.5 Possible Actions to Overcome Constraints ta®ductivity Growth in Nigeria.

These include, first, making the financial sectighly responsive to the needs of the real sedoinfvestment.
In respect of the labour market, it must be madeenfiexible. The government must fund businesateel
researches and provide more direct support foroviation. The intellectual property environment,liing
copyright and patents, must be strengthened tousage private initiatives. The government’s curesffort to
improve the macroeconomic environment and to renbgite its budgetary allocation to favor sociatl an
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economic infrastructures is a step in the rightedion. There is urgent need to address the obderv
technological weaknesses in the country. Theriigdd R&D activity and the capacity of the countoyabsorb
technological innovation is quite weak. The goveent must seek ways to redress this limitation.ofoltary
of the above is the need to strengthen existiepléeinstitutional linkages across business firmschnical
departments of universities or polytechnics, angegoment research laboratories.

2.2. Theoretical Framework On Foreign Direct Inestments

A number of theories have been developed in FBidiure. These have subsequently been groupedninto
and macroeconomic approaches. The microeconomiori¢ise focus on firm specific characteristics that
influence the decision making of firms, for instapenarket imperfections theories. Macroeconomioriles
seek to analyze country characteristics that exgt&ll flows within and across countries, that igernalization
and product cycle theories. FDI literature has datmled to review another set of theories in teofm&DI
motives, that is, natural resource seeking, ma#eking and efficiency seeking FDI. In explainirigl Eheories,
the aim is to identify determinants of FDI and heach of the factors impacts on FDI.

2.2.1 Market Imperfection Theories

Hymer (1976) developed the market imperfection®iles which aim at explaining behavior of firmsnon-
perfect competitive environments, that is, oligigta or monopolistic environment. For firms to @nthke FDI
they need some unique advantage such as techntdogympete abroad with local firms who already have
location specific advantages. Considering the matleequilibrium hypotheses, FDI will be transit@y it acts
as an equilibrating force among segmented markdigh will be eliminated through the re-establighiof
equilibrium. The disequilibrium is usually found factor markets i.e. labor markets where FDI fldwmsn high
labor cost countries to low labor cost countriessi®f labor emerges as an important determinaRDof
Market power theories focus on structural imperfers i.e. deviations from purely market determipeites
brought about by the existence of monopolisticlmopolistic market characteristics.

2.2.2 Internationalization Theory

The internalization theory of Buckley and Cassof7@) supports the idea that there is a tendencthen
economic system to generate sophisticated infoomadind to transfer this information internationaltythe
form of FDI. There are times and cost savings aaset with transferring information internally.
Internalization theories concentrate on identifyiransactional market imperfections with a focustuom firm's
choice to directly own the foreign assets. Thermdbzation of markets across the boundaries ofonat
markets creates MNCs. Knowledge and expertisegisniportant factors in imperfect markets. (Hymed78,
Dunning: 1977, Denisia: 2010)

2.2.3 Product Life —Cycle Hypothesis

Vernon's (1966) product life-cycle hypothesis pdetiel that firms engage in FDI at a particular stegae life-
cycle of products that they initially produced amavations. Innovation and economies of scalelsr tsed to
explain the product cycle. The theory is productisiented, focusing on the production of industgabds in
manufacturing sectors. New products or initial prciibn takes place in a domestic developed courgnause
of high per capita income, easy access to markadsefficient communication process .Other countaes
served initially through exports and as a custotrese are established, then production would folldhe
maturity stage takes place when production methoelstandardized and markets are saturated in amgeagd
less developed countries.

2.2.4  Eclectic Theory

Eclectic theory attempts to answer the questionvio§ a firm would want to produce in a foreign ldoat
instead of exporting or entering into a licensimppagement with a local firm. According to DunnifiP88)
three conditions must be satisfied for a firm tgage in FDI and these are ownership, firm speeifisets or
internalization and locational advantages whichssgbently came to be known as the eclectic theo@Lld
paradigm.

Ownership advantage entails technological advastagiee and access to raw materials as well as a@tiye
advantage over other firms arising from the ownprelf some intangible assets. Location advantageiep
where expansion by a firm is best accomplisheceeittt home or in a foreign country. Countries migave
advantages such as size of local market, avatiatofi resources, government incentives and otheation
variables. Voutilanen (2005:7) emphasizes the ingpa@e of superior production processes, cheap labhdr
nearness to customers as factors that make produbti MNCs preferable in host countries. Focusimg o
internalization advantages, multinationals choostvben accomplishing expansion internally or alitwely
selling the rights to means of expansion to othierd.

The eclectic theory brings out a number of deteamis of FDI and these include market size, codalodr,
government incentives, and access to raw mat€Hgisier: 1976, Dunning: 1977, Denisia: 2010)
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2.3 Empirical Reviews

The relationship between FDI inflows and industgbductivity is an under researched topic. Emoplri
investigations concentrated more on the impactifdh economic growth than on industrial produdtiviT he
available and relevant literatures are reviewedwel

Thiam Hee Ng (2007), examined the linkage betweeaidn direct investments and productivity in fean
sub Saharan economies namely Benin , Congo , Qatérel, Gambia, Ghana, Malawi , Mauritius , Nigefi
Senegal Seychelles , Togo, Tanzania and Zambiaudeée the Toda- Yamamoto version of the granger
causality test to test if FDI inflows result irghier productivity growth . He found a limited égnce that FDI
inflows contribute to higher total factor produiy growth. There was no evidence that FDI imffolead to
higher technical change but there was some eagwl that FDI inflows lead to higher efficiency three
countries.

Dutse, Okwoli and kurfi (2011), opined that ,thability to achieve appreciable level of producivih the
Nigerian manufacturing has generated questions hen efffectiveness of current FDI policy approach in
facilitating effective spillover. They made atteimpgn their study to depart from the earlier FDIlipp
perspective that considers technology as a pulblarghat can normally be transferred to the hoshemy.
Accordingly they argued that empirical evidencesstewhich indicate that significant technology Ikpier is
most likely to occur among subsidiary firms tha¢ &chnologically active as well as indigenous §irmith
absorptive capability while those that are notvectire unlikely to do so. In providing a new apjeigaa policy
priority framework for targeting technologicallyta@ firms is recommended which basically involweating
favorable condition for knowledge exchange, pronmtiselected technologies & products, supporting
technological capabilities of active indigenousmii;, and improvement of technical education of pidén
workforce. This is will encourage MNCs to transfaore valuable technologies to subsidiaries in Néggand
also increase domestic firms' ability to absorbesigw technology from MNCs

Nevide Sevile Tuluce and Dogun (2014), reviewelde impact of Foreign Direct Investments on SME'’s
development and suggests that many of the erape&timates of productivity spillover from FDI domestic
firms in economies are biased. Foreign Direct Itmest (FDI) is considered, in most countries, todme
important component of their development strateqd policies are accordingly designed to stimuiateard
flows. The spread of productivity spillovers is sha matter of externalities being transmitted frestablished
foreign producers to domestic ones. FDI presenceats improve the infrastructure, quality of lalforce and
R&D activities of domestic firms, which would haleng term positive but would not show up in prodiity
measures. In transition economies, the regulatovirenment might improve in response to the FDsprece.

2.4A critique OF related works On Foreign Direct Investments and industrial productivity in Nigeria and

a consequent research gap

The relationship between foreign direct investmeautsl industrial productivity has been reviewed e t
immediate past section. Apparently ,there is attleafrrelated studies as none of them have bekntalspell
out in clear terms whether low productivity in Nigecan be attributed to FDI inflows or to so saigh
certainty that the low level of industrial produidly currently being experienced in Nigeria is asresult
Inadequate FDI inflows. The inability to be clearthis area constitute a serious gap. To this end, of the
main thrusts of this study is to take an objectiv (or spell out in clear terms) regarding th&uatrole which
FDI inflows have played in industrial productivin Nigeria.

The conclusion is therefore trite that existingestaf research has not adequately reviewed thisdbissue as it
affects Nigeria. Thus, providing further impetos this study.

3.0 Research Methodology

3.1 Method overview

In order to realize the objective of this papefeast square as well as a vector author regressialysis are
adopted to understand the behavior of the timeesediata before suitable model can be developed. The
operationalization and analytical procedure issdamn the following relationship model:

3.2 Specification of Models

We specify the relationship between industrial jpicitvity and foreign Direct investments as follows:

IPI =a, + &FDI/GDP+ axX + ui

MAPI= a, + &FDI/GDP+ a,X + ui

MIPI = a + &FDI/GDP+ a,X + ui

Where IPI, MAPI and MIPI are the Industrial produity components or indicators , FDI/GDP is Foreig
Direct Investments expressed as a function of GBmswestic Product andX are the vector of other control
variables that affect the level of industrial pnotivity. Here we intend to use GDP Per Capitadotiol for the
level of economic development, EXPT/GDP (Exporadsinction of gross domestic product) and IMPT/GDP
(Import as a function of Gross Domestic Product)ifibernational trading positions. Other controtighles will
include Inflation (INFL) and Degree of trade opessOPN).
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Foreign direct investments inflowsfor the period 1981-2015, herein represented byynebol FDI/GDP, are
regressed on components of Industrial productividycators for the corresponding period

Other variables used in this study are hereby semted as follows:

EXPT/GDP=Ratio of export trades to GDP in year, t.

IMPT/GDP =Ratio of Import trades to GDP in year, t.

We assume a possibility that the data could bectftl by other exogenous variables over the pexiat
therefore we control such fluctuations by incorpiog inflationary trends, Degree of trade openr@&3PN),
and GDP Per capita into the model equation

INFL =Inflationary trends in year, t

OPN = Degree of trade openness in year, t.

GDPpc; = Gross Domestic Product per capita in year, t.

t = time ande=The error term assumed to be normally and indegrethddistributed with zero mean and
constant variance, which captures all other exgitany variables which influence Industrial produityi but are
not captured in the model

3.2.1 Antecedents to the present study

This work drew some inspiration from the earlierrkg of Adenikinju (2005), where she examined the
determinants of industrial productivity in Nigeride posit that foreign Direct Investment (FDI) s important
harbinger of technology. However, Nigeria has redlly been a favored country in terms of non-oillFD
inflows. As at 2015, the ratio of FDI to econorgimwth stood at 0.643. The resurgence of FDI iemegears
has gone to the oil sector, which has very limiie#tage with the economy and thus can only contabu
marginally to productivity growth in the economygeneral or in the manufacturing sector in paréicul

it is over 12 (twelve) years now, that theaboresearch was conducted. It has become expetanwe
undertake a fresh study to ascertain the curhemds

3.2,2 Model formulation

Industrial productivity index (represented by IF)made up of two main sectors, namely the martufag
productivity index ( represented by MAPI) and thimimg sector productivity index ( represented byPV)I

For industrial sector productivity (IPI) ,the moderepresented thus .

Model 1:

In the short run

IPI=f(FDIGDP + EXPTGDP + IMPTGDP +GDPPC +NFL +OPN.)....3.1

In the long run

IPI =f ( FDIGDP + EXPTGDP + IMPTGDP +GDPPC +NFL +OPN +{R)+IPI(o) ...... Eq.3.2

Model Il

For manufacturing sector productivity (MAPI) ,thedel is represented thus

In the short run:

MAPI = f (FDIGDP + EXPTGDP + IMPTGDP +GDPPC +NFL +OPN) B&tan......3.3

In the long run:

MAPI| = f ( FDIGDP + EXPTGDP + IMPTGDP +GDPPC+NFL+OPN +MAR)$MAPI(») ) ....Equation
3.4

Model 111

For mining sector productivity (MIPI) ,the modelrepresented thus

In the short run:

MIPI = f(FDIGDP + EXPTGDP + IMPTGDP +GDPPC +NFL PQ ) ..... Equation3.5

In the long run:

MIPI =f ( FDIGDP + EXPTGDP + IMPTGDP +GDPPC +NFL +OPN +M{R)+MIPI(;.,) ) ....Equation 3.6
3.6.3 Justification of the chosen variables

Our choice of the under listed variables is borm¢ af the fact that, they were adjudged as indicatf
industrial Performance in some of the reviewedvahé literatures .

Industrial Productivity :

Industrial productivity is an average measure ef éfficiency of production. It can be expressedhasratio of
output to inputs used in the production processoutput per unit of input (Udo-Aka, 1983). Forpase of this
study, industrial productively is split into threemponent parts nameiydustrial, manufacturing and mining
sectors productivity

Productivity is considered a key source of econogniavth and competitiveness and, as such, is Iséaiistical
information for many international comparisons a@lntry performance assessments. There are differen
measures of productivity and the choice among tliapends either on the purpose of the productivity
measurement and/or data availability.(Wikipedia).

171



Journal of Economics and Sustainable Development www.iiste.org
ISSN 2222-1700 (Paper) ISSN 2222-2855 (Online) 5-'—.’,‘
Vol.8, No.24, 2017 IIS E

Foreign direct investment:

Foreign direct investment (FDI) is a direct investrninto production or business in a country bymgany in
another country, either by buying a company in tdmget country or by expanding operations of arsteng
business in that country. FDI has many forms. BgdeDI includes “mergers and acquisitions, buifglinew
facilities, reinvesting profits earned from overseperations and intra-company loans” (Wikipedia

Exports

The term export means shipping the goods andcesrvout of the port of a country. The seller afrsgoods
and services is referred to as an "exporter" arfoh&ed in the country of export whereas the overbeaed
buyer is referred to as an "importer". In Interoatil Trade, "exports" refers to selling goods aad/ises
produced in the home country to other marketshis study, export is expressed as a function obnemic
growth(GDP)

Import

An import is a good brought into a jurisdictionpesially across a national border, from an extesoakce. The
party bringing in the good is called an importen ifport in the receiving country is an export frtime sending
country. Importation and exportation are the definfinancial transactions of international tradekKiedia).
Import and export trades are said to be veritadaés for FDI transmission. In this study, impastexpressed as
a function of economic growth(GDP)

Degree of Trade openness
Openness to trade (measured as exports/GDP irstilnily), has been used extensively in economic drowt
literature as a major determinant of growth perfange and productivity.( Weil, 2005)

Inflation

In economics, inflation is a sustained increas¢hégeneral price level of goods and services ir@nomy
over a period of time. When the price level riseach unit of currency buys fewer goods and seryices
consequently, inflation reflects a reduction in phugchasing power per unit of money — a loss dfvakue in the
medium of exchange and unit of account within tbenemy. Inflation affects economies in various pesiand
negative ways. (Wikipedia)

Gross Domestic product per capita

This concept represents a further refinement ohewgoc growth .Measured in this way an economy id 8a
have withessed economic growth if there has beeina@aase in per capita output at constant prieestione,
the per capita concept connoting that the reakeme in output is divided by the number of peopierag whom
it is shared.

3.6.4. Expected Results or a Priori Expectations

For the sake of clarity and in line with above ifiition of chosen variables, we hereby state ipetg, the a
priori expectations of this research: while thefioent of inflationary trends are expected torba negative
relationship, that of Foreign direct investmentpax and import trades, degree of trade opennedsGanss
Domestic product per capita are expected to taaira positive relationship with industrial pratiuity in
Nigeria.

4.2.1 Data Estimation

4.2.1.1 Unit Root Tests

This is carried out using Augmented Dickey Fullersito determine whether the data set is statior@aryot
and the order of integration.
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Table 4.2: Unit Root Test

Variable Level | First Second Level of Prob. | Test Statistics | Test statistics | Test Statistics
Difference Difference Integration @1% @5% @10%

MAPI - | First Diff - -5.46 -3.65 -2.95 -2.62

MIPI - | First Diff - -5.26 -3.65 -2.95 -2.62

IPI - First Diff - -4.99 -3.65 -2.95 -2.62

FDIGDP - First Diff - -7.74 -3.66 -2.96 -2.62

OPN - First Diff - -5.34 -3.65 -2.95 -2.62

GDPPC - First Diff - -5.63 -3.66 -2.95 -2.62

IMPTGDP - First Diff - -10.28 -3.65 -2.95 -2.62

EXPTGDP - First Diff - -5.72 -3.65 -2.96 -2.62

4.3 . Hypotheses Testing

Source: E-Views version 7 statistical package
From tables 4.2 above, we observed that all thiabies turned stationary at * first difference”

Ho,: There is no significant long run relationshipveeen foreign Direct investments and the levehdtistrial

productivity in  Nigeria.
Ho,: Foreign direct

productivity in Nigeria

investments do not
disaggregated components of industrial
Hos: There is no causality relationship between forelgect investments

have any Sfiganit
praditgiNigeria.

long

run

relationship  with

4.3.1. The Influence of Foreign Direct Investrmmds on Industrial Productivity in Nigeria.

Test of Hypothesis 1

the

and the level of industrial

Ho,: There is no significant long run relationshipveegen foreign direct investments and the level distrial

productivity in  Nigeria.

Table 4.3: Summary of the Global Statistics (Ordiary least Square (OLS) and Vector Autoregressive

(VAR) Models (1981-201%

IPI MAPI MIPI
Test Statistics Model 1 | Model2 | Model 1 OLS | Model 2 Model 1 Model2

OLS VAR VAR OLS VAR
R-Square 0.507784 | 0.778101 0.520087| 0.744248 0.722358-895728
Adjusted R-Square | 398402 | 0.704134  0.413439| 0.659045 0.660658-860970
S.E of Regression 7.627807

27.67497 | 19.35721 20.04725 15.50089 12.14431

Sum Sqrd Residual 20679.41 | 8992.84( 10851.09 5766.659 3982.073 1396.403
Log Likelihood -157.2230 -139.356 -146.2601 -124. -129.2183| -108.619
Durbin Watson Stat 0.624908 1.682391 0.773821 1.659681 0.871373 1.959648
Mean Dep. Variancg 251 5794 252.7313 125.0000 1252303 126.5735 127.4939
SD Dep. Variance 35 68075 35587 26.17570 26.54654 2084749 | 20.45714
Akaike.Inf Criterion 9.660 8.991008 9..015302 8.546672| 8.012839 7.128479
Schwarz Criterion 9.97 9.399146 9.329553 8.95481132790 | 7.536617
F-Statistics 10.51965 4.876695 8.731785

4.64 11.70782 25.7705]
Prob-(F-Statistics) 0.002 0.000003 0.001712 00000]600000002 0.000001

Source: E-view statistical package version 7.0

Ordinary Least Square Model : IPl, MAPl and MIP1in the Short run.

IPI:

The model posted an R-Square of 50.77%, Adjust&fjiare 39.84 %, Standard Error 27.68, Log Likelihoo
157.22, Akaike information criterion 9.66 and Scheveriterion of 9.97.

MAPI :

The model posted an R-Square of 52 %, Adjusted Rf®41.34 %, Standard Error 20.04, Log Likelihood-
146.26, Akaike information criterion 9.015 and Seahavcriterion of 9.33.
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MIPI:

The model posted an R-Square of 72.24%, Adjust&h&are 66.06%, Standard Error 12.14, Log Likelihood
3982.073, Akaike information criterion 8.012 andch®arz criterion of 8.38

4.3.2. Test of Model Significanceln order to confirm the specification status of eoodel, we employ the
analysis of variance or ANOVA, for short.

4.3.3 Decision Rule in the Short Run for IPl, M\PlI AND M1PI.

Employing the E-views software, since F-ratio cilted (4.64, 4.87 and 11.71) respectively for MAPI and
MIPI are greater than F-ratio critical (3.50,2.48),both 1% and 5% levels of significance respebtivWe
conclude thus; that foreign direct investments ehavsignificant relationship with the level of usdrial
productivity in Nigeria in the short run.

4.3.4 Vector Auto Regression Model : Industrial Poductivity (IP1), Manufacturing Sector Productivit y ,
(MAPI) and Mining Sector Productivity (MIPI) in the long run.

For IP1, the model posted an R-Square of 727.84dfysted R-Square 70.41%, Log Likelihood-139.35aikke
information criterion 8.99 and Schwarz criteriora89.

For MAPI, the model posted an R-Square of 74.42%justed R-Square 86.09%, Log Likelihood-108.62,
Akaike information criterion 8.54 and Schwarz aiite of 8.95.

For MIPI, the model posted an R-Square of 89.57%justed R-Square 86.09%, Log Likelihood-108.62,
Akaike information criterion 7.13 and Schwarz aiibe of 7.54.(See table 4.3 above.).

4.3.5. Decision rule in the long run for IPl, MAR AND MIPI

Employing the E-views software, since F-ratio citad (10.52, 8.73 and 25.77) respectively Rif MAPI
and MIPI are greater than F-ratio critical (3.26313, at both 1% and 5% levels of significance eetipely.
Thus, we rejecH,; and conclude that foreign direct investments tesgnificant long run relationship with the
level of industrial productivity in Nigeria.

4.3.6. Test of Hypothesis 2

Ho,: Industrial productivity indicators individuallyo not have any significant long run relationshith the
level of foreign direct investmentsNigeria.

Having tested for the model significance , weagstep further to ascertain how foreign diresestments
have contributed to the total variation in theelleof industrial productivity in Nigeria. This ichieved through
the student t-test. We refer to the regressiontrasiiable 4.5 below:

4.3.6.1 Industrial Productivity (1P1) and Foreign Direct Investments

Table 4.4; T-Statistics Table- For IPI in the shortrun

Variable Coefficient Std. Error t-Statistic Prob.

C 189.6889 14.99496 12.65018 0.0000
FDI/GDP 3.219119 2.760881 1.165975 0.2538
EXPT/GDP 3.115465 1.326066 2.349404 0.0264
IMPT/GDP 3.755832 1.832298 2.049793 0.0502
GDPPC -4.77E-05 0.005988 -0.007959 0.9937
INFL -0.242728 0.357656 -0.678664 0.5031
OPN -1.044108 0.610943 -1.709011 0.0989

Source E-views statistical package version 7.0

From Table 4.5, while export has a significanatienship with industrial productivity in Nigera 5% Alpha
level in the short run. The other variables i.el FDmports , GDP per capita, Inflation and Degdde trade
openness proved not to have a significant relakigmwith the level of industrial productivity inigeria.
Note: F-ratio tabulated DF= (6, 29); 1% = 2.76, 5% #2,.0r-ratio DF (29) and N.S ="Not Significant”. The
resulting estimated model in the short run is gigen
IPI =189.69 + 3.22FDI/GDP+ 3.12 EXPT/GDP+3.76IMPGDP -4.77E-05GDPPC-0.24INFL-

1.0440PN | Equation 4.1
From equation 4.1 above, the Beta coefficient of 6GDP, EXPT/GDP, and IMPT/GDP are 3.22, 3.12, ani$3
respectively. This implies that while FDI/GDP, EX#DP, and IMPT/GDP have positive relationship wh,
GDPPC, INFL and OPN have negative relationship Wathin the short run. The implication of this réiga that
a 1% increase in foreign direct investments willdgo a 3.22 increase in industrial productivityNigeria ;
....... etc, etc; all things being equal.
Next, is to ascertain the impact of foreign direstestments on industrial productivity in Nigefathe long
run.
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Table 4.5 : T-Sistics Table- FDI/GDP and IPI in the Long Run
Variable Coefficient Std. Error t-Statistic Prob.
C 78.75559 27.99876 2.812825 0.0096
FDI/GDP 2.120894 2.13155) 0.994997 0.3297
EXPT/GDP 1.618273 0.994829 1.626685 0.1169
IMPT/GDP 1.478768 1.35939p 1.087816 0.2875
GDPPC 0.000344 0.004247 0.0813b4 0.93858
INFL -0.178596 0.255888 -0.697946 0.49119
OPN -0.539170 0.43892p -1.228395 0.2312
IPI(-1) 0.913329 0.1886638 4.841066 0.0001
IPI(-2) -0.333764 0.192594 -1.732991 0.0959

Source: E-views statistical package version 7.0

From the above table, only the lagged value of, taken as a variable was found to be positiviggicant in
the long run. The resultingstimatednodel in the long run is thus:
IPl = 78.8+2.12 FDI/GDP + 1.61EXPT/GDP + 1.48IMPT/GP +0.0003GDPPC -0.18INFL -0.540PN

+0.91 IPI(t-1)-

0.33IPI(t-2)

From equation 4.2 above, the Beta coefficient BiGDP, EXPTGDP, IMPTGDP, GDPPC, INFL, OPN, |PI
n,andIPI (..,) are 2.12, 1.61, 1.48, 0.0003, -0.18, -0.54 , @8d 0.33 respectively. This implies that, whilerth
is a positive relationship between FDI/GDP, EXPTIEDMPT/GDP GDPPC, IPI(t-1), IPI(t-2) and IPthere
exists a negative relationship between INFL, OPHl i@ in the long run. The implication of this vitsis that a

1% increase in foreign direct investment will lead2.12 Industrial productivity(IP1)in the long run

etc; all things being equal.
Next is to consider the relationship between fpradirect investments and manufacturing sector ymtety in

..... etc,

Nigeria.
4.3.6.2 Manufacturing SextProductivity (MAPI) and Foreign Direct Investments
Tlabl.6: T-Statistics Table- For MAPI in the short un
Variable Coefficient Std. Error | t-Statistic Prob.
102.2243 10.86208 9.411113 0.00p0
C
FDI/GDP 0.662976 1.99993p 0.331499 0.7428
EXPT/GDP 2.228355 0.9605738 2.3198p6 0.0282
IMPT/GDP 3.000295 1.327284 2.2604Y7 0.0321
GDPPC -0.008764 0.004337 -2.020508 0.0534
INFL 0.091076 0.259079 0.351535 0.72[79
OPN -1.138041 0.44255p -2.571519 0.0160

Source E-views statistical package version 7.0

From Table 4.6 above, while export, import andrdegof trade openness have a significant relatipnsith
productivity in Nigeria & %Alpha level in the short run. The other variakles FDI
,GDP per capita and Inflation proved not to havsignificant relationship with the level of manetiaring

manufacturing sector

sector productivity in

Nigeria in Nigeria.

Note: F-ratio tabulated DF= (6, 29); 1% = 2.76.26, 5204, T-ratio DF (29) and N.S ="Not Significant’h&
resulting estimated model in the short run is giaen
MAPI =102.22 + 0.66FDIGDP+ 2.22 EXPTGDP+3.0 IMPTGP - 0.008GDPPC+0.09INFL-1.130PNEq

4.3.

From equation 4.3 above, the Beta coefficient of/lGDP, EXPT/GDP, and GDPPC INFL and OPN are 0.66,
2.22, and 3.0, 0.008 0.09 and -1.13 respectivelis implies that while FDI/GDP, EXPT/GDP, IMPT/GDRiAd
INFL have positive relationship with MAPI, GDPR®d OPN have negative relationship with MAPI in the
short run. The implication of this result is thal% increase in foreign direct investments willdga a 0.66
increase in Manufacturing productivity in Nigeria.....etc, etc; all things being equal.
Next, is to ascertain the impact of foreign dir@efestments on manufacturing sector productivitidigeria in

the long run
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Table 4.7 : T-Stdtiss Table- FDI/GDP and MAPI in the Long Run
Variable Coefficient Std. Error t-Statistic Prob.
C 44.92714 19.06630 2.356364 0.0270
FDI/GDP 1.546927 1.725124 0.896705 0.3788
EXPT/GDP 1.03862(0 0.821225 1.264719 0.2181
IMPT/GDP 1.502235 1.097298 1.369081 0.1837
GDPPC -0.003471 0.003733 -0.9301/63 0.3615
INFL -0.129328 0.207496 -0.623282 0.53P0
OPN -0.586821 0.37168p -1.578814 0.1275
MAPI(-1) 0.859886 0.204318 4.208568 0.0003
MAPI (-2) -0.303544 0.211703 -1.433817 0.1645

Source: E-views statistical package version 7.0

From the above table, only the lagged value of MA®R the first lag, taken as an explanatory \@eavas
found to be positively significant in the long rdrhe resultingestimatednodel in the long run is thus:
MAPI = 44.93 +1.55FDI/GDP + 1.03EXPT/GDP + 1.50IMPHGDP -0.003GDPPC -0.13 INFL -0.59

OPN

+0.85 MAPI(;) - 0.31 MAPI(.,)
From equation 4.4 above, the Beta coefficient dI/6DP, EXPT/GDP,

...... Eq.4.4

IMPT/GDP, GDPPC, INFL, OPN,

MAPI (1), andMAPI (..;) are 1.55, 1.03, 1.5, -0.003, -0.13, -0.59 , @B48 0.31 respectively. This implies that,
while there is a positive relationship between EDP, EXPT/GDP, IMPT/GDP, OPN and MAR{Y and
MAPI , there exists a negative relationship between GDQPRFL, OPN, MAPI(,), and MAPI in the long run.
The implication of this result is that a 1% increas foreign direct investment will lead to abous3 increment

in manufacturing sector productivity (MAPI) in d\iria in the long run;

Next
Nigeria.

4.2.6.3 Mining Sector Productivity (MIPI) and Foreign Direct Investments
Table 4.8:T-Statistics Table- Foreign Direct Inveshents(FDI) and Mining Sector productivity (MIPI) i n

the short run.

....... etc, etc; all things lgeequal.
is to consider the relationship between ifpredirect investments and Mining sector produigtivn

Coefficient Std. Error t-Statistic Prob.
Variable

C 87.40788 6.58007Y 13.28372 0.0000
FDI/GDP 2.560592 1.21152) 2.113524 0.0439
EXPT/GDP 0.888994 0.581903 1.5277B84 0.1382
IMPT/GDP 0.756559 0.804048 0.940938 0.3551
GDPPC 0.00873( 0.002627 3.322649 0.0026
INFL -0.334099 0.156946 -2.128747 0.04p5
OPN 0.093563 0.2680983 0.348992 0.7298

Source E-views statistical package version 7.0

From Table 4.8 above, while Foreign direct invesite ,GDP per capita and inflation have a sigaific
relationship with mining sector productivity Migeria at 5% Alpha level in the short run. Theesthariables
i.e. export, import and degree of trade openneggepr not to have a significant relationship witle tevel of
mining sector productivity in Nigeria.
Note: F-ratio tabulated DF= (6, 29); 1% = 2.72, 5% #42.0-ratio DF (29) and N.S ="Not Significant”. The
resulting estimated model in the short run is giagen
MIPI = 87.41 + 2.56 FDI/GDP+ 0.89 EXPT/GDP+0.76IMP/GDP + 0.009GDPPC- 0.33 INFL+0.090PN

From equation 4.5 above, the Beta coefficient BfGDP, EXPTGDP, IMPTGDP, GDPPC ,INFL and OPN
are 2.56, 0.89, 0.76, 0.009, -0.33 and 0.09 réisedc This implies that while FDI/GDP, EXPT/GDP,
IMPT/GDP, GDPPC and OPN, all have positive refatip with MIPI, INFL has a negative relationskijth
MIPI in the short run. The implication of this rétsis that a 1% increase in foreign direct investisewill lead

to a 2.56 increase in Mining sector productivityNigeria ; ...tc, etc; all things being equal.

Next, is to ascertain the impact of foreign direstestments on mining sector productivity in Nigein the

long run.
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Table 4.9 : T-Statistics Table- FDI/GDP and MIPI h the Long Run

Variable Coefficient Std. Error t-Statistic Prob.

C 28.03434 10.68878 2.622783 0.0149
FDI/GDP 0.239691 0.8449711 0.283668 0.77191
EXPT/GDP 0.594871 0.374525 1.588336 0.1253
IMPT/GDP -0.021501 0.51911p -0.041419 0.9673
GDPPC 0.002761 0.001931 1.429937 0.1656
INFL -0.002196 0.110636 -0.019846 0.9843
OPN -9.32E-05] 0.170429 -0.000547 0.9996
MIPI(-1) 0.888395 0.179842 4.93985%4 0.0000
MIPI(-2) -0.214633 0.167321 -1.28275%9 0.2118

Source: E-views statistical package version 7.0
From the above table, only the lagged value of IMd#Pthe first lag, taken as an explanatory \#deavas found
to be positively significant in the long run. Thesultingestimatednodel in the long run is thus
MIPI = 28.03 +0.24FDI/GDP + 0.59EXPT/GDP — 0.02IMPIGDP + 0.002GDPPC -0.002INFL -9.32 E-
0.50PN +0.88 MIPI¢.4)- 0.21MIPI(;,) EQg.4.6
From equation 4.6 above, the Beta coefficient @I/6DP, EXPT/GDP, IMPT/GDP, GDPPC, INFL, OPN,
MIPI (1), andMIPI (i.;) are 0.24, 0.59, -0.02, 0.002, -0.002, -9.32E;00688 and 0.21 respectively. . This
implies that, while there is a positive relatioqsbietween FDI/GDP, EXPT/GDP, GDPPC and MIPI(t-I)d a
MIPI, there exists a negative relationship betwldRT/GDP, INFL , OPN and MIPI(t-2) MIPI in thehg
run. The implication of this result is that a 1%rease in foreign direct investment will lead tamath0.24
increment in Mining sector productivity (MIPI) iigeria in the long run; ....... etc, etc; all thingsing equal.
Next is to run a co-integration test to ascerthelevel of co integration
4.4 Co- Integration Tests
The tests below strongly reject the null hypothesiao co integration .i.e. no long run relatiomsbetween the
dependent and the independent variables in favat lefast three(3),co-integrating vectors
Table 4.10 : Johansen Co-integration tests

Model Number of Co-integrating| Number of Co-integrating | Nature of
Equations (Trace Tekt Equations(Max-Eigen Equilibrium
Value)
Industrial Productive Index(IPI) and 4 3 Long-run

foreign Direct Investments

Manufacturing sector Productive index 4 3 Long-run
(MAPI) and foreign Direct Investments

Mining sector Productive index (MIPI) 4 3 Long-run
and foreign Direct Investments

Source: E views statistical package version 7
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4.5 Granger causality test on FDI andndustrial productivity in Nigeria .

Null Hypothesis: Obs F-Statistic Prob.
MAPI does not Granger Cause IPI 33 0.15046 0.8610
IP1 does not Granger Cause MAPI 0.69830 0.5059
MIPI does not Granger Cause IPI 33 0.15294 0.8589
IP1 does not Granger Cause MIPI 0.27367 0.7626
FDI/GDP does not Granger Cause IPI 31 1.40169 64Q.2

IP1 does not Granger Cause FDI/GDP 1.61997 0.2172
MIPI does not Granger Cause MAPI 33 0.70330 ®503
MAPI does not Granger Cause MIPI 0.27193 0.7639
FDIGDP does not Granger Cause MAPI 31 1.02300 7383
MAPI does not Granger Cause FDI/GDP 5.37031 0.0112
FDIGDP does not Granger Cause MIPI 31 0.50802 076
MIPI does not Granger Cause FDI/GDP 0.20609 0.8151

Source: E views statistical package version 7

From table 4.10 above, It was observed that theufaaturing sector productivity granger causes Epré&irect

Investments but the reverse was not the case.

4.6 DISCUSSION OF RESULTS

In our current study , it was ascertained that étdal productivity in Nigeria is not FDI driven.dwever, upon
disaggregation into its component sectors i.e. itlkdastrial , manufacturing and mining sectors’ qarctivity

profiles, it was confirmed that Foreign direct istreents have a positive and significant relatigmshith

mining sector productivity in Nigeria at 5% Alplevel in the short run. This did not come as psse seeing
that the oil industries belong to this sector. Tinpact of FDI is mostly restricted to the oil smctThe weak
linkage between the oil sector and the rest ofettenomy hinders any possible spillover effectsnfféDI into

the larger economy.

Our research findings corroborates the earlier wark Adenikinju(2005) where she posit that Foreigjrect

Investment (FDI) is an important harbinger of temlbgy. but that , Nigeria has not really been aofad

country in terms of non-oil FDI inflows. The resarge of FDI in recent years has gone to the otbsewhich

has very limited linkage with the economy and tbas only contribute marginally to productivity grihwin the

economy in general or in the manufacturing sectguarticular.

4.7 .Application of Research Findings and Contribubn to Knowledge

Ordinarily, foreign direct investments are expectedexert wide and significant influence on indiatr
productivity in Nigeria. Hence, its application t®snainly on the contributions of the various fimgs of the
study and how it could help in the formulation amgplementation of economic policies. The impactsath

policies will be appreciated from the standpoint fedw rapidly and effectively it fosters, innovates

modernizes industrial productivity in Nigeria. Buhis study produced the following predictiondals, both
in the short and long runs respectively on thetiaiahip between foreign Direct investments amdistrial

productivity in Nigeria.

4.7.1. Prediction Models

The relationship between industrial productivitydaRoreign direct investments in Nigeria gave rise
equations 4.1 to 4.6 as highlighted in the relewsutions above. Thus, one of the major contrilbstiof this
study, is that it is possible from these set of eledo predict the level of industrial productivityNigeria (both
in the short and long runs), given that the lewdldoreign direct investments and the other \@aa known. It
is expected that; results obtained in this study provide better and more robust estimates ofréiationship
between foreign direct investments and industpiadductivity in Nigeria.
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5.0 Summary, Conclusion and Recommendations

5.1 Summary

This section is concerned with the summary of mfimalings, conclusions drawn therein and necessary
recommendations based on the research findirtgs main findings are itemized below as follows:

The level of industrial productivity in Nigerigs expected to bear a significant relationshithwhe level
foreign direct investments inflows in both iretbhort and long runs and so desires a closer watch
improved performance.

Industrial Productivity and Foreign Direct Investments In Nigeria.

Exports proved to have a significant relationshithwindustrial productivity in Nigeria at 5% AlpHevel in the
short run. The other variables i.e. Foreign Ditegestments, Imports , GDP per capita, Inflatiod ®egree of
trade openness did not have a significant relatipnaith the level of industrial productivity in Néria .In the
long run, FDI still did not have a significant rétanship with the level of Industrial productivity Nigeria, it
was only the lagged value of IPI, taken as &b was found to be positively significant .

Manufacturing Sector Productivity and Foreign Direct Investments In Nigeria.

Exports, imports and degree of trade openness has@nificant relationship with manufacturing sect
productivity in Nigeria at 5% Alpha level in theashrun. The other variables i.e. Foreign Direatelstments
,GDP per capita and Inflation proved not to havsignificant relationship with the level of manetiaring
sector productivity in Nigeria in Nigeria. In theng run it was only the lagged value of MAPI fa first lag,
taken as an explanatory variable was found to ls@ipely significant in the long run with manufacig sector
productivity in Nigeria.

Mining Sector Productivity and Foreign Direct Invegments In Nigeria.

Foreign direct investments, GDP per capita anthtioh have a significant relationship with miningector
productivity in Nigeria at 5% Alpha level in theshrun. The other variables i.e. export, impord @egree of
trade openness proved not to have a significdatioaship with the level of mining sector produity in
Nigeria.

In the long run it was , only the lagged value Mining sector productivity (MIPI ) at the first lagaken as an
explanatory variable that was found to be podiigggnificant with mining sector productivity inieria.

5.2 Conclusion

On the basis our findings, the study therefore kates that industrial productivity in Nigeria istrfeDI driven.
However, upon a disaggregation into the industrimbnufacturing and mining sectors’ productivitpfies, it
was ascertained that Foreign direct investments laapositive and significant relationship with min sector
productivity in Nigeria at 5% Alpha level in theshrun. This did not come as a surprise seeiat)tthe oil
industries belong to this sector. The impact offl EDmostly restricted to the oil sector. The wdalkage
between the oil sector and the rest of the ecorliimyers any possible spillover effects from FDbithe larger
economy.

Presently, the Nigerian economy relies heavily caude oil export revenues; representing about @9%6tal
earnings and on an average of 70 % of governnesehues in annual budgets .

5.3 Recommendations

Based on the above findings and conclusions, thefimg policy options are recommended.

It could be seen that the over reliance on foraigect investments as a source of economic growih a
industrial productivity in Nigeria has not beestjfied. While we reiterate that, there might beador foreign
direct investments, we should not be totally depenan it. As it were, FDI are only attracted teegion with
favorable operating environment. It is not by ca@ror compulsion. Thus, government and policy folators
in Nigeria, need to enact some investor friendliigxes that will encourage, promote and attractenireign
direct investments and to provide a conducive amabling environment. Subsequent FDI inflows shdagd
geared towards the manufacturing sector. Thenesse to improve on the level of productivitytiat sector.
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