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Abstract 

This study has attempted to analytically and empirically 

investigate the impact of direct private foreign investment on 

the economic growth process of the country over the period 

1980 -1996. The Data used in this study were time series data 

derived from secondary sources. 

Obviously, the great potentials of direct private foreign 

investment for accelerating the pace of economic growth cannot 

be overemphasized. It not only helps fill the gap between 

domestically available supplies of savings, foreign exchange 

and government revenue but also encourages the inflow of 

technology and skills. 

Based on the recognition of the relevance of private foreign 

investment in economic growth, ever singe the attainment of 

political independence in 1960, various strategies involving 

policies and regulatory measures have been pursued by the 

Nigerian government geared essentially towards the promotion 

of the inflow of private foreign investments into the country. 

The objectives of this study basically are to verify and 

identify the nature and extent of private foreign investment 

in Nigeria, evaluate the country's past and current efforts 

designed to promote foreign investment, analyse the flow of 

such external resources and highlight some lessons of 

experience and impact of foreign investment on growth. 

(xi) 



The results of the empirical investigation revealed that 

direct private foreign investment in the identified 

Manufacturing sub-sectors based on the International Standards 

of Industrial Classification (ISIC) in this study has 

contributed positively though not on equal proportion to 

productivity growth, national income, private and government 

savings. 
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The level of productivity is given by Aijt, which is 

assumed to vary across sub-sector within each sector j and 

across time t. If we totally differentiate this equation, take 

logs and use the fact that the value of the marginal product 

for each factor equals its cost, we now have, 

dlogQijt = dAijt/Aijt + a^logLijt + akdlogKijt + Ut 

(5.4.2) 

Where Q is value-added, dA/A is productivity growth, and 

L and K are labour and capital, respectively. The 

coefficients on the growth of labour and capital are 

simply their share in value-added. We test that the 

hypothesis that productivity growth is affected by the 

share of foreign investment both at the sub-secor level 

and the sector level by assuming that productivity growth 

can be decomposed into the following components: 

dAijt/Aijt = a + bDFI_SUB-SECTORijt + cDFI_SECTORjt + dCj 

+ Ut 

(5.4.3) 

Where 
^ KASH1M IBRAHIM LIBRARr ' 

DFI_SUB-SECTORijt = Direct private foreign investment in 

sub-sector i sector j in time t. 

133 





Thus, with these equations we shall be able to see the 

impact of foreign investment in the manufacturing sector 

on the level of productivity growth. 

5.3 The Impact of Direct Private Foreign Investment on 

National Income 

Similarly, using the conventional knowledge of regression 

analysis we could derive the impact of direct private foreign 

investment in the manufacturing sector as follows: 

Here, the level of national income is made to be a 

function of direct foreign investment in SUB-SECTORijt, 

SECTORj, SIZE OF EMPLOY, and OUTPUT level. 

Thus, we have 

Yt = F(DFI_SUB-SECTORijt, DFI_SECTORj, EMPLOY_SIZEj, 

OUTPUT) (5.4.6) 

Where 

Yt = National income in time t. 

EMPLOY_SIZEj = Employment size in sectorj 

Output = Gross output 
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