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ABSTRACT

The main objective of this study was to examine the impact of foreign direct investment on the real sector of the Nigerian economy. The specific objectives are to evaluate the impact of foreign direct investment on the manufacturing sector of the Nigerian economy, determine the impact of foreign direct investment on the agricultural sector of the Nigerian economy, and examine the causal relationship between foreign direct investment and economic growth in Nigeria.The study adopted the ex-post facto design and annualized data for 46 year period 1970-2016 were collated from the Central Bank of Nigeria Statistical Bulletin for the period. Three hypotheses were proposed. The hypotheses were tested using least square regression model where foreign direct investment was used as the independent variable and manufacturing sector gross domestic product, agricultural sector gross domestic product and gross domestic product respectively as dependent variables. The ratio of money supply to gross domestic product, exchange rate and inflation rate were introduced as control variables. Descriptive statistics and graphs were also used to complement the regression results at 0.05 probability level of significance. The result emanating from this study revealed that foreign direct investment has positive and significant impact on manufacturing sector of the Nigerian economy, foreign direct investment has positive and significant impact on the agricultural sector of the Nigerian economy and foreign direct investment granger cause gross domestic product in Nigeria. This study therefore concludes thatfor the Nigerian economy to grow, emphasis should be placed on developing and implementing policies that will address increase in FDI to priority sectors like agriculture and manufacturing sector such as market seeking manufacturing sector with growth oriented framework that can help attain the 2020 goal. The study therefore recommends amongst others that Policy frameworks should be established that favours more foreign direct investment with level interest rate to complement aggregate savings. To this end, it is therefore, necessary to monitor the composition of the foreign direct investment, including the distribution between short and long term foreign direct investment into the real sector of the Nigerian economy.
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CHAPTER ONE
INTRODUCTION
1.0	Background of the Study
There is a broad consensus in the literature that developing countries require both local and foreign investments to achieve their desired growth. Indeed, in most developing economies, domestic private investment has proven insufficient in giving the economy the required boost to enable it meet its growth target because capital requirements and the countries domestic saving abilities are at variance. It can be said that foreign private capital increases domestic resources to enable the country raise the standard of living of her people. The International Monetary Fund (IMF, 2010), defines foreign direct investment (FDI) as a category of cross-border investment that involves residents of one economy obtaining a lasting interest in an enterprise located in another economy. This interest usually represents at least 10% of ordinary shareholding or voting power. This means that FDI does not necessarily require the movement of only funds but can involve a firm bringing its brand, its technology, and managerial prowess into the locale of interest. Foreign Portfolio Investment (FPI), in contrast represents passive holdings of securities that does not convey significant control over the management or operations of the foreign firm.  

Literature abounds with evidence of the benefits of FDI for economic development; these include the creation of jobs, transfer of technology, upgraded skills, competition, and the contribution to the fiscal standing of many economies. Multinational Corporations (MNCs) have also facilitated the transfer of knowledge by training local workers, developing skills, and bringing in new management practices. Foreign investment has also helped foster and opened up local economies. 

Many empirical studies have shown a positive correlation between the openness of an economy and its economic growth among developing countries. Syrquin and Chenery 1989; Borensztein, De Gregoria and Lee, 1995 and Wei, 1993). Edwards (1993) and Harrison (1996) provide reviews of the early studies. By the openness of an economy, they referred to a business and regulatory environment that are friendly toward trade and foreign investment. Despite the overall enthusiasm toward the positive impact of openness and trade in recent years, there are only a limited number of studies that analyzes the economic mechanism of the process. A number of authors agree that economic openness affects growth by encouraging more investment (Baldwin and Seghezza, 1996). Many others emphasize the role of technological progress associated with more trade and more foreign investment of an economy (Tong, 2001).

International Trade can encourage technology progress in developing countries. For example, more trade induces more Research and Development (R&D) spending in domestic firms so that they can be more competitive in the market place. Firms in developing countries can acquire new technologies when they purchase new machines and products from foreign sources. Similarly foreign direct investment can facilitate technology progress in developing countries. According to (Tong, 2001) Foreign direct investment carried out by Foreign Companies is believed to be one of the most important vehicles for the international diffusion of technology.

New technologies are not the only benefits of derived from FDI, others include the ability of MNCs to increase their productivity and that of their local affiliates. The introduction of new managerial skills and the potential market expansion brought in by the foreign investors. Foreign Direct Investment can also increase the productivity of the local economy by influencing the industrial structure of the host country and also by influencing the way the domestic firms conduct their business. This is accomplished through increased competition in local economy, more investment in capital and human capital, training of labor and management, training of local suppliers of intermediate goods, and the transfer of knowledge (Blomstrom and Persson (1983); Frischtak and Newfarmer (1992); Blomstrom (1991)). 

As foreign investment and foreign knowledge increases, local affiliates of MNCs increase productivity increase and growth. At the same time, the firms can also realize more export as they become more and more competitive. Empirical studies seems to show that the presence of MNCs in developing countries and the associated investment  impacts positively on the export of their local affiliates in the host economy (Aitken, Hanson, and Harrison (1997), Lipsey (1995), and Naujoks and Schmidt (1995). 

According to OECD, 2002 Foreign Direct Investment (FDI) is an important part of an open and functional international economic system and it is a catalyst to development. Yet, for host countries to benefit from the dividends of FDI, they must establish a broad and transparent policy enabling environment, strengthen human and institutional capabilities.

Nigeria is an economy with high demand for goods and services and has been able to attract FDI over the years. Nigeria received US$2.23 billion in 2003 and US$5.31 billion in 2004 (a 138 % increase). In 2005, this figure rose again to US$9.92 billion (a 87% increase) but declined slightly to US$9.44 billion in 2006 and to an all-time low of US$5.12billion in 2016. The pertinent question then is – Do these FDIs actually contribute to economic growth? If so, then the sustainability of FDI is a worthwhile goal and a way of achieving its sustainability is by identifying the factors which will contribute to the growth and enhancement of FDI into the country. It is therefore against this background that this study examines the impact of foreign direct investment on the real sector of the Nigerian economy with emphasis on the manufacturing and agricultural sectors of the economy from 1970 to 2016.

1.2	Statement of Problem
Having established the fact that foreign Direct Investment  plays an important role in contributing to the economics achieving sustainable economic growth and development, successive government  in Nigeria have over the years developed polices and strategies geared towards attracting foreign Direct Investment. And they have been able to achieve thus to some degree. The key question is how far this foreign direct investment has enhanced economic growth. The choice of agricultural and manufacturing sector is because they are the key drivers in any economy. Agriculture value contributes over 60% of the nation GDP. Studies in Nigeria namely; Otepola (2012), Akinlo (2014), Oyeyide (2015) showed that foreign direct investment has helped to boost the country’s economic growth. And these studies used the aggregate measure of GDP to measure economic growth. None of these studied used the disaggregated measure of GDP.

The contribution of this study is the disaggregation of the measure of GDP to the manufacturing and agricultural sectors. The aim being to see the quantum of foreign Direct Investment that went into the real sector of the economy given their growth enhancing  potentials in creating employment, driving  infrastructure and indeed bringing  about sustained economic growth.  
This is the empirical gap that needs to be investigated and filled.          

Therefore, this study filled the gap by examining the impact of foreign direct investment on the real sector of the Nigerian economy with emphasis on the manufacturing and agricultural sectors of the Nigerian economy from 1970 to 2016.

1.3	Research Objectives
The general objective of this study is to examine the impact of foreign direct investment on the real sector of the Nigerian economy with emphasis on manufacturing and agricultural sectors of the Nigerian economy from 1970 to 2016. However, the specific objectives are: 
1.	To determine the impact of foreign direct investment on the manufacturing sector of the Nigerian economy.
2.	To determine the impact of foreign direct investment on the agricultural sector of the Nigerian economy and
3.	To determine the causal relationship between foreign direct investment and economic growth in Nigeria.

1.4	Research Questions
The following research questions flow from the research objectives. These are:
1.	To what extent does foreign direct investment have positive and significant impact on the manufacturing sector of the Nigerian economy?
2.	To what extent does foreign direct investment have positive and significant impact on the agricultural sector of the Nigerian economic? And
3.	To what extent is there any causal relationship between foreign direct investment and economic growth?

1.5	Research Hypotheses
The following hypothetical statements resulted from the research questions above: 
1.	Foreign direct investment does not have positive and significant impact on the manufacturing sector of the Nigerian economy.
2.	Foreign direct investment does not have positive and significant impact on the agricultural sector of the Nigerian economy and
3.	There is no causal relationship between foreign direct investment and economic growth in Nigeria

1.6	Significance of Study
This study is quite timely considering the desire of the Nigerian government to be among the top 20 economies in the year 2020. However specifically, the study will be beneficial to the following groups;

1.	Corporate organization
Managers are often under pressure to increase sales and profit of their firms. When faced with a problem of saturated market at home, they search for new markets outside the country to seek out markets with rising GDP per capita and population growth. They also look for nations growing at a rate much higher than their own market economy. This work will keep them informed on how to attract people that will invest and inject money into their enterprise.
2.	Academia 
A community of students and scholars engaged in higher institution and research will find this work useful for research and to add to their existing set of knowledge. It will help in the pursuit of their academic career, further reading and basis for a research work. This study will also give them an insight about FDI and Economic growth in Nigeria.

3.	Government and Policy Makers
With the decline in the rate of Foreign Direct Investment flows into Nigeria in the past ten years, this study will help policy makers see the need to channel scarce resources into the real sector of the Nigerian economy and promote policies that will attract more inflows. 

4. 	The General Economy
The general economy will benefit from this study because as government focuses on priority sectors that contribute to GDP, the economic climate of the country will generally improve and the standard to living is enhanced.  

1.7   Scope of the Study
The study covered the period of 1970 to 2016. According to Atofarati (1992) The Nigerian Civil War broke out on 6 July 1967.  The war was the culmination of an uneasy peace and stability that had plagued the Nation from independence in 1960. Since the end of the civil war in 1970,

Nigeria has had relatively political stability, economic progress, integrated development, social justice, contentment and epicenter of African solidarity. Nigeria has made considerable progress in all these areas. Data for researches conducted in this area of finance are based on data availability from 1970 after the civil war. Therefore, this study examines the impact of foreign direct investment on the real sector of the Nigerian economy with emphasis on the manufacturing and agricultural sectors of the Nigerian economy from 1970 to 2016.
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CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1	Conceptual Framework
Foreign investment can increase the productivity in the host economy indirectly through its influence on both the industrial structure and how domestically owned firms conduct their business. Productivity is enhanced through the training of local suppliers, labor and management, more investment in capital and human capital and the transfer of knowledge.(Blomstrom and Persson 1983, Frischtak and Newfarmer 1992, Blomstrom 1991). 

Local affiliates of MNCs resident in host countries become more competitive, increase productivity and growth as a result of the flow of foreign investment and knowledge transfer. Empirical studies suggest that associated investments of MNCs in developing countries haveimportant impact on the export of their local affiliates and non-affiliates in the host economy (e.g. Aitken, Hanson, and Harrison 1997, Lipsey 1995, and Naujoks and Schmidt 1995).

Alfaro, (2006) opined that Policymakers believe that foreign direct investment (FDI) has positive effects on host economies. Some of these benefits are externalities in the form of licensing agreements, training of employees, imitation, introduction of foreign technology and introduction of new processes by the foreign firms. According to Tang, Selvanathan and Selvanathan (2008), multinational enterprises (MNEs) through their activities bring about the transfer of technology and management expertise to domestic firms.
Noorzoy,(1979) observe that FDI helps in bridging the capital shortage gap and that it also complements domestic investment in high risk areas of new firms where domestic resource is scarce. 
Empirical analysis from a cross section regression with 47 countries for the time period of 1980-1999 by Laura Alfaro (2003) examines whether FDI in the primary, manufacturing and services sector exerts different effects on a country’s growth. The analysis concludes that FDI flows into primary sector tends to have a negative effect on growth, FDI inflows to the manufacturing sector tend to have a positive effect on growth while FDI inflows to the service sectors is ambiguous.

Some others argue that FDI tends to exacerbate developing countries, balance-of-payment deficits as a result of rising debt repayment obligations. 
Odenthal and Zimny(1999) posits that foreign direct investment (FDI) is welcomed and indeed, actively sought by virtually all African countries. The contribution that FDI can make to their economic development and integration into the world economy is widely recognized. For this reason, African countries have made considerable efforts over the past decade to improve their investment climate. They have liberalized their investment regulations and have offered incentives to foreign investors. More importantly, the economic performance of the region had substantially improved from the mid-1990s.

However, the expected surge of FDI into Africa as a whole has not occurred. Too often, potential investors discount the African continent as a location for investment because a negative image of the region as a whole conceals the complex diversity of economic performance and the existence of investment opportunities in individual countries. While the problems many African countries face are widely known and dominate the perceptions of the continent as a whole, there are a number of positive aspects that, although highly relevant for foreign investors, are little known. Most African countries have substantially improved their FDI framework, and a number of them have already attracted significant amounts of FDI, in absolute or relative terms, or both, from an increasing number of home countries, including developing countries. In addition, FDI in Africa is no longer concentrated in the traditional natural resources sector, but also manufacturing and services industries have received considerable amounts of FDI in recent years. It has proven to be highly profitable and fairly consistently so over time. Direct investors need therefore to differentiate. They need to look at Africa country by country, sector by sector, and opportunity by opportunity. As in other continents, there are profitable investment opportunities to be found.
According to Jackson  (2012), Foreign direct investment in the United States has rebounded slowly after falling from the $310 billion recorded in 2008, a record surpassed only by the $320 billion invested in 2000 in U.S businesses and real estate. 

2.2	Theoretical Review
Various writers have sought to understand the driving forces that bring about the positive and sustained growth of goods and services in a nation. Adams Smith, David Ricardo, John S Mill, Karl Marx, Robert Solow are some of the theorists who have over the centuries propounded theories and concepts to explain the sources of economic growth. The Growth theory and Growth Accounting Theory are the two main theories that explain growth over the long term.
Growth theory is a theoretical model of the interactions among the growth of factor supplies, the savings and the formation of capital while the growth accounting theory is concerned with the qualification of the contributions of the different determinants of growth. (Uwakaeme 2015)

Currently, it can be surmised that there has been three waves of interest that have emerged from the study of economic growth. They are:
The Harrod – Domar Model
The Neoclassical Model
The Endogenous growth Model

The Harrod – Domar model posits that a country’s growth is determined by its savings ability, capital/output ratio and capital depreciation. However, this model has been critized because it assumes exogeneity, ignores technological change and the fact of diminishing returns.

The Neoclassical model spearheaded by Robert Solow, postulated that although savings were required to increase capital stock, capital accumulation was subject to diminishing returns. It also contained the thinking that economic growth was affected by population growth and technological progress. However, this model did not elucidate on the sources of technological progress

The Endogenous growth model emerged in the 1980s and distinguished itself from the neoclassical theory by emphasizing that economic growth primarily occurs as a result of factors within the system and not external forces. The theory holds that investment in human capital, innovation and knowledge are essential the economic growth.

Many empirical studies have been conducted on the impact of taxes on economic growth. (Anyanwu1997) A study of the effects of taxation on Nigeria’s GDP/Economic Growth (1981-1996) reveals that companies’ income tax positively and significantly affects GDP just as do customs and excise duties. However, petroleum profit tax positively and insignificantly affects Nigeria’s GDP. The same is true of other direct taxes (capital gains and stamp duties).

 However, all direct taxes positively and significantly affect Nigeria’s GDP. Engen and Skinner (1996) in their examination of taxation and economic growth of U.S economy, large sample of countries and the use of evidence from micro-level studies of labour supply, investment demand and productivity growth. Their result suggests modest effects, on the order of 0.2 to 0.3% points’ differences in growth rates in response to a major tax reform. They stated that such small effects can have a large cumulative impact on living standards.

Arnold et al. (2011) in their study entitled “Taxpolicy for Economic Recovery and Growth” found that short term recovery requires increase in demand while long term growth requires increase in supply. Since short term tax concessions can be hard to reverse, it implies that policies to alleviate the crisis could compromise long run growth.





2.3	Empirical Review
2.3.1	Foreign Direct Investment and Economic Growth
Various studies have contributed to the FDI and economic growth debate. Writers like Borensztein, De Gregorio and Lee (1998) examined the effect of FDI on economic growth in a cross country framework FDI inflow data from industrial nations to 69 developing countries over two decades. Their empirical evidence suggests that FDI engenders greater productivity by enhancing technology transfer and it has also contributed to growth at a rate higher that of domestic investment. However, this higher productivity of FDI is achieved more when the host country has greater absorptive capacity. In addition, FDI has the potentials of increasing total investment more than one for one. The above points to the complementarities effect of FDI on domestic firms.

Balasubramanyam, Salisu, and Sapsford (1999) in their study of FDI and growth under differing trade policy regimes, found that FDI caused increased growth in countries that adopt export promoting policies as against import substituting policies. 

Nunnenkamp and Spatz (2003) however criticized the view that developing countries should draw on FDI to create economic development. They concluded that the growth impacts of FDI are not clear because of highly aggregated FDI data. They suggest that when FDI is disaggregated, the positive growth effects of FDI are doubtful. The domestic nation and its industry characteristics as well as the interplay between both sets of characteristics determine the growth impact of FDI in developing nations.

Using both single and simultaneous equation techniques, Li and Liu (2005) investigated endogenous relationship between FDI and economic growth and find that FDI has positive effect on economic growth thru its interaction with human capital in developing countries while FDI has negative effect on economic growth when it interacted with technology gap.

Alfaro et. al. (2006) examined the part local financial markets play in enabling FDI to promote growth through backward linkages. They asserted that domestic firms operating in the intermediate goods sector would require upfront capital investments. The more developed the local financial markets is, the easier it is for them to have access to credit. The increase in the intermediate goods sector will lead to positive spillovers to the final goods sector. As a result, the financial markets ensure the backward linkages between foreign and domestic firms to turn into FDI spillovers. Their results indicate that holding foreign presence constant, FDI contributes more in an economy with well-developed financial system than in an economy with less developed financial system. 

2.3.3	Determinants of Foreign Direct Investment
In his review of empirical literature on FDI determinants, Bruce Blonigen (2005) surmised that a number of factors can determine whether a firm will decide to locate a subsidiary in a host country. These include;
Exchange rates: Depending on firm characteristics, the uncertainty in exchange rates has the ability to affect the flow of FDI into a host country. Cushman (1985) developed a firm level model that international investment depends on the interaction of exchange rate expectations, trade linkages and financing options a firm may have.

Taxes: A general hypothesis is that higher taxes will discourage FDI. However, many scholars point out that the effects of taxes on FDI can differ substantially by the type of taxes, the measurement of FDI activity and the way tax is treated in both host and parent country.

Institutions: Poor legal protection of assets, poor quality of institutions, poor infrastructure, corruption all increase an MNC’s cost of doing business and hence affects profitability. This will in turn decrease the flow of FDI into the host country. Wei’s (2000) paper shows that corruption and poor institutions strongly and negatively correlate with FDI. This view is also supported by Wheeler and Mody (1992).

Trade protection: The general theory about FDI and trade protection is that where trade protection is high, firms tend to substitute exports with affiliate production in order to avoid the costs of trade tariffs. Ellingsten and Warneryd (1999) developed a theoretical analysis that shows an optimal tariff as one that does not cross a level that would lead foreign firms to embark on FDI.

Trade Effects: Buckley and Casson (1981) surmised that exports can be seen to involve lower fixed costs but higher variable costs of transport and trade barriers. However, if an MNC decides to service the same market through an affiliate via FDI it allows one to reduce variable costs though fixed costs will be higher than exports.
[bookmark: _GoBack]Also Blonigen (2001) studies on the issue that trade flows involving either finished goods that are substitutes for the product to be produced by an MNC’s affiliate in the same country suggests a negative correlation between trade and FDI. Whereas trade flows involving intermediate inputs that would be used by the MNC’s affiliate to produce a finished product would witness a positive association between trade and FDI.

Tong (2001) in his firm-level survey, examines the effects of foreign direct investment and foreign technology on local Chinese firms. Empirical results suggest that knowledge transfer through direct foreign investment is important in promoting Chinese firms’ export. Foreign knowledge is likely to increase local firms’ total employment and production, especially in the short-run. In addition, local non-affiliate firms can benefit through business dealings with those firms directly associated with foreign businesses. He also explores the possible contributing factors related to foreign technology transfer, such as domestic competition and employees’ education level. 

2.3.4	Causal Relationship between FDI and Economic Growth
Uwazie, Igwemma and Nnabu (2015) noted that there has been no consensus view on the direction of causality between FDI and economic growth of Nigeria in spite of the plethora of studies previously conducted. According to them, Ogundipe and Aworinde (2011) confirmed a one way causality run from economic growth to FDI. However, William (2012) in his study affirmed that FDI is responsible for economic growth in Nigeria while Okon, Augustine and Chukwu (2012) asserted that FDI and economic growth reinforced one another in Nigeria.
However, an important fact about FDI and growth debate is the endogeneity case in which FDI is theorized to impact positively on economic growth and consequently, leads to greater market which furthermore attracts more FDI. Market size hypothesis states that markets with rapidly expanding economic growth tend to give multinational firms more opportunities to make more sales and profits and therefore become more attractive to FDI. 

Using the three stage least square analysis, Adegbemi 2012 studied FDI as it relates to GDP growth in Nigeria from 1970-2010 and opines that FDI leads to growth but that this varies across sectors.
Uwazie et al (2015) investigates the causal relationship between FDI and economic growth in Nigeria from 1970 to 2013 and concludes that a bi-directional relationship exists between FDI and economic growth in the short run while a unidirectional causality runs from economic growth to FDI only in the long run. They recommend that government should pursue policies that adequately protect and promote foreign investment in Nigeria; concentrate on FDI that encourage the transfer of knowledge and improve infrastructure in the country.

2.3.5	Foreign Direct Investment and Economic Productivity 
Economic theory predicts that FDI triggers and enhances productivity and economic growth through different channels. Alfaro et all 2009 affirms that FDI provides not only direct capital financing but also creates positive externalities through the adoption of foreign technology and knowhow.
In a study on the Impacts of FDI on Productivity and Economic growth by Cem Tintin 2010, his findings suggest that FDI enhances labor productivity and economic growth though at different degrees. He also noted that the magnitude of these impacts differ across developing and developed countries. He concludes that higher labor productivity can improve the impacts of FDI on productivity and economic growth.
Empirical analysis by Johnson (2006) also reveals that FDI enhances economic growth in developing economies but not in developed economies.

2.3.6	The Nigerian Manufacturing Sector and Economic Growth
 The manufacturing sector in any economy is a catalyst that transforms the economic structure of countries to more productive activities with greater margins higher growth prospects and its potential benefits are even greater today. Many authors have surmised that Nigeria with an abundance of natural resources and large population of over 140 million ought to have become an industrialized nation by now. Over dependence on unstable oil revenues, inconsistent macroeconomic policies, unwillingness to develop basic infrastructure, political instability, rampant corruption, neglect of the real sector has resulted in the nation being unable to take her pride of place in the league of nations.

According to Mike (2010) players in the Nigerian industrial and manufacturing sector can be classified into four groups, Multinational, National, Regional and Local. However, the Manufacturers Association of Nigeria has categorized its industries into Large, Medium and Small Scales in line with the National Council of Industries (NCI) classification. According to MAN, SON, and RMRDC classification of manufacturing sectors, the following products sectoral groups exist in Nigeria: Food, Beverages & Tobacco; Chemical and Pharmaceuticals; Domestic and Industrial Plastic and Rubber; Basic Metal, Iron and Steel and Fabricated Metal Products; Pulp, Paper & Paper Products, Printing & Publishing; Electrical & Electronics; Textile, Wearing Apparel, Carpet, Leather & Footwear; Wood and Wood Products Including Furniture; Non-Metallic Mineral Products; Motor Vehicle & Miscellaneous Assembly (Mike, 2010).

Modern industry in Nigeria is largely the result of colonial preoccupation with expanding markets and maximizing profit. Consequently, the history of modem industry in Nigeria differs from the history of its counterparts in advanced countries, particularly the West. While industries in the West aim at generating, accumulating and reproducing capital, Nigerian industry is premised on import- substitution. 

To achieve the latter objective, industrial equipment and raw materials are transported into Nigeria, installed, and used for routine production activities, either by MNCs, and other industries. Consequently, Nigerian industries, as with industries in many developing countries, are characterized by their inability to revolutionize production. Manufacturing in developing countries in general and Nigeria in particular, consists largely of a handful of factories producing construction material, clothing, textiles, footwear and processed foods using simple assembly processes (Akinlo, 2006).

Nigeria's manufacturing industries consist mainly of assembly plants with little backward linkages in the economy, since most of the inputs are imported. Apart from their assembly line structure, Nigerian industries have another negative characteristic; lack of raw materials. The crisis in the flour mill industry in Nigeria typifies this scenario. However, we are gradually moving into various complete manufacturing processes with GDP which has earned some industries the international certifications for excellence (Oloko, 2003).

The problem of ancillary or feeder industries is clearly demonstrated by the difficulties faced by Nigeria's automobile industry as a result of some omissions in the policy establishing the country's iron and steel project. Although Nigerian iron and steel industries were programmed to produce a mix of finished products, it was later realized that the programme did not include the production of sheet metal, an important component of the vehicle assembly industry. The implication of this singular omission for Nigeria is technological dependence through continued importation of finished parts for vehicle assembly. Consequently, the technological manpower in the automobile industry will continue to perform routine assembly tasks (Akinlo, 2006).

Nigerian industries tend to be characterized by routine production activities, lack of backward linkage in the economy. In some case, prevalence of highly-packaged technology, performance of minor operations, lack of ancillary industries, and insignificant or non-existent research and development (R&D) activities. Technology involves both mechanical and intellectual processes, and industries can be classified according to whether they use mainly materials or knowledge technology. Materials technology is concerned with the type of materials used in the work flow while knowledge technology focuses on the amount, quality, level, sophistication and dispersion of information relevant to decision-making and production in an organization (Mike, 2010).

A careful observation of the structure of Nigerian industries will show that materials technology is much more dominant than knowledge technology in the work flow. Packaged equipment and other inputs are imported and installed, thereby providing little impetus for the search for sophisticated production information which is the basis of knowledge technology. This is a consequence of the import-substitution ideology of Nigerian industrialization which focuses on mass production of consumer goods and of course, mass production is the product of mechanization. The fact that many Nigerian industries are capital intensive, mechanized, and assembly line type, the possible effect is that Nigerian scientific and technical workers employed in them experience few of these qualitative elements of utilization. Consequently, their intellectual contribution to the production endeavour will be minimal (Udo-Aka, 2003).

2.3.7	The Nigerian Agricultural Sector and Economic Growth
The discovery of oil in Nigeria during the 1970s and 1980s dealt a severe blow to the hitherto thriving agricultural sector of the nation. According to Ogen 2007, a vibrant agricultural sector will enable a country feed its population, generate employment, earn foreign exchange and also provide raw materials for domestic industries. This is because research has shown that the agricultural sector has a multiplier effect on a nation's socio-economic and industrial fabric.

History provides ample evidence that an agricultural revolution is a fundamental pre-condition for economic development (Eicher and Witt, 1964; Oluwasanmi, 1966; Jones and Woolf, 1969). 
 The agricultural sector in Nigeria contributed over 60% of the GDP in the 1960sdespite the use of traditional tools and indigenous farming methods, these farmers produced 70% of Nigeria's exports and 95% of its food needs (Lawal, 1997).

According to Ernest SO (2014), agriculture contributes to the development of an economy in four ways. These are via product contribution, factor contribution, market contribution and foreign exchange contribution.

In the study titled, “Agricultural Sector Performance and Nigeria’s Economic Growth” by Eze Onyebuchi (2017), he examines the contribution of the agricultural sector to the growth of the domestic economy for the period 1980 to 2012 and concludes that agricultural sector contributes positively to economic growth in Nigeria although this contribution is statistically insignificant. He went on to recommend that government should increase its budgetary allocation to the sector and ensure consistency in policies and programmes meant to enhance agricultural output.
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CHAPTER THREE
RESEARCH METHODOLOGY
3.1     Research Design
Research design is a kind of blue print that guides the researcher in his/her investigations (Onwumere, 2009). The research design adopted in this study is the ex-post facto research design. According to Kerlinger (1970), an ex-post facto design is a cause effect research design meaning after the fact. Based on the methodology to be adopted in this study, the ex-post facto design appropriately suits their study. The adoption of ex-post fact design is also based on the use of secondary data on this study. These are data the researcher cannot manipulate as they already exist. 
3.2   Nature and Sources of Data
 Secondary data is the data which has been collected by individuals or agencies for the purpose of research study. The nature and sources of data used in this study are of secondary nature. This secondary data were sourced from CBN statistical bulletins and Nigeria Bureau of Statistics (NBS).
3.3      Model Specification
The study adopted Anyanwu (1998) and Loto (2012) models with some modification to test the various hypotheses stated. Anyanwu (1998) showed that real sector growth is a function of foreign direct investment. This is shown in the model below.
Rs = a + b (FDI) + U………………………………………………………………… (1)
where:
Rs	 = 	Real sector
FDI	=  	Foreign Direct Investment

Loto (2012) showed that real sector growth is a function of many variables, namely; per capita level of real GDP, capacity utilization, rate of inflation, export of manufacture goods, political stability, domestic capital formation.  The model is shown below:
Rs = αo + α1RGGR + α2PCGDP + α3GDCF + α4MCU + α5EXPM + e ………………..…….(2)
Where,
 Rs		= 	Real Sector
	RGGR 	=	 Real GDP Growth Rate
	PCGDP 	=	 Per capita level of real GDP
	GDCF 		=	 Gross domestic capital formation
	CU 		=	 Capacity utilization
	EXPM 	= 	Export of manufactured goods
	e		= 	dummy variables
For this study, the equations (1) and (2) were modified. This was done by separating the components of real sector to manufacturing and agricultural sector as well the addition of control variables. Thus, in line with the hypotheses stated the models are presented below:
For hypothesis one which states that foreign direct investment does not have positive and significant impact on the manufacturing sector of the Nigerian economy, the relevant model is represented as                  
MSgdp = α + β1FDI + β2RGGR + β3PCGDP + β4GDCF + β5MCU + β6EXPM + e………….(3)
	
Where:
	Where, 
MSgdp 	= 	Manufacturing sector gross domestic product
	FDI 		=	 Foreign Direct Investment
	RGGR 	= 	Real GDP Growth Rate
	PCGDP 	= 	Per capita level of real GDP
	GDCF 		= 	Gross domestic capital formation
	MSCU 	=	 Manufacturing Sector Capacity utilization
	EXPM 	= 	Export of manufactured goods
	α		=	 Equation Constant
	β1		=	Coefficient of the explanatory variable
	 e		 = 	Error term 

Incorporating the control variables into equation (i) we have:
MSgdp =α+ MSgdp = α + β1FDI + β2RGGR + β3PCGDP + β4GDCF +β5CU + β6EXPM 	+ β	7MS + β8EXR+ β 9INF+ e……………..……………………………………………….(4)
	
Where; 
MS  		= 	Money Supply
EXR   		=	 Exchange Rate
INF    		= 	Inflation Rate

Other parameters are as defined above.
For hypothesis two which states that foreign direct investment does not have positive and significant impact on the agricultural sector in Nigeria, it will be represented as
	ASgdp = α + β1FDI + U……….………………………………………………………………. (5) 

where; 

ASgdp	= 	 Agricultural sector gross domestic product
a	= 	Equation Constant
b 	= 	Coefficient of the explanatory variables
FDI 	= 	Foreign Direct Investment
U 	= 	Error terms

Incorporating our control variable into equation (iii), it will be resolved as:

ASgdp= α + β1FDI+ β2MS + β3EXR + β4INF + U……………………………….….. (6)

where; 

MS     		=	 Money Supply
EXR   		= 	Exchange Rate
INF    		=	 Inflation Rate


For hypothesis three which states that there is no casual relationship between FDI and economic growth, the model is represented as
	GDP= f (FDI) = 0……………………………………………………………………….. (7)

where:
GDP		 = 	Gross Domestic Product
FDI		=	 Foreign Direct Investment

3.4         Model Assumption
The models adopted are based on the following assumptions: There must be enough data available to compare with number of parameter to be estimated. The period between 1970- 2016represent 46 year period. This is enough for this study. The regressors X1, X2, X3, X4,…..Xn are assumed to be error free in standard regression models, these regressors are observed without error, as such this models account for errors in the dependent variables or responses in the dependent variables.
3.5Techniques of Analysis
The hypotheses stated in chapter one was tested  using the Ordinary least square (OLS) model for hypotheses (i) and (ii). Regression analysis is concerned with the study of the dependents of one variable (dependent variable) on one or more variables  (explanatory variable or independent variable) with a view to estimating  or predicting the population mean or average value of the formal in terms of the known of fixed values of the later (Gujarati and Porter, 2009).For hypothesis (iii), the study adopted the granger causality to test the hypothesis. 
3.6	Estimation Procedure
The estimation procedure adopted in this study is in three sequences.
1.  To stem the problem of spurious regression, it is important that the time series properties of the data set employed in estimation of the equations is ascertained.  A series Xt is said to be integrated of order d denoted by Xt ~I(d) if it becomes stationary after differencing d times and thus Xt contains d unit roots and a series which is I(0) is said to be stationary (Anwer and Sampath,1997). To determine whether a series is stationary or non stationary, unit root test developed by Fuller (1976) and Dickey and Fuller (1981) is used. The Augmented Dickey Fuller test (ADF) is based on the estimation of the following regression.

	∆Xt = a0 + a1t + a2Xt-1 +ki=1∆αiXt-i + et............................................................ (8)

where ∆ is the first difference operator, t is the linear time trend and et. is the error term. In (8) the null hypothesis H0: α2=0 against the alternative hypothesis H1: α2 ≠ 0 is tested by comparing the calculated t-ratio in absolute term with the critical value from table. If calculated t-ratio is less than the critical t value, then the null hypothesis of unit root (non-stationarity) is rejected, in which case the level of time series Xt is characterized as integrated of order zero i.e. I (0). But if it is observed that the individual time series in equation (8) are integrated of order one, I(1), then the series is said to be non-stationary. 

The Augmented Dickey-Fuller (ADF) and Phillip-Perron (PP) unit root tests are employed to test the integration level and the possible co-integration among the variables (Dickey and Fuller, 1981; Phillips and Perron, 1988). Phillips and Perron (1988) developed a number of unit root tests that have become popular in the analysis of financial time series. The Phillips-Perron (PP) unit root tests differ from the ADF tests mainly in how they deal with serial correlation and heteroskedasticity in the errors. In particular, where the ADF tests use a parametric auto regression to approximate the ARMA structure of the errors in the test regression, the PP tests ignore any serial correlation in the test regression. The test regression for the PP tests is:

Δyt = β! Dt + πyt−1 + ut………………………………………………………………........…. (9)
where ut is I(0) and may be heteroskedastic. The PP tests correct for any serial correlation and heteroskedasticity in the errors ut of the test regression by directly modifying the test statistics. 

2. The next step is to investigate for cointegration among the series.  If the variables are integrated of the same order, we apply the Johansen –Juselius (1990, 1992, and 1994) maximum likelihood method of cointegration to obtain the number of cointegrating vector(s). A set of variables is said to be cointegrated if a linear combination of their individual integrated series I(d) is stationary. Generally stated, two variables are said to be cointegrated if they have a common stochastic trend, that is, if they move together for a long period of time. More formally put, a set of variables that are stationary in their first differences but nonstationary in their levels are said to be cointegrated if there exists a stationary linear combination between them. 

3.  If the series are found cointegrated, then we construct standard Granger causality tests by augmenting with an appropriate error correction term derived from the cointegration equation. The concept of causality due to Granger (1969) is appropriate and used by most of the studies for testing the relationship between FDI and real sector growth. According to the Granger causality approach, a variable Y is caused by X , if Y can be predicted better from past values of Y and X than from past values of Y alone (Anwer and Sampath, 1997). 

According to Granger (1988), causality within the framework of the VEC model can occur in two different ways. The first way is through the impact of the lagged differences of a right-hand-side variable. The second way is through the error correction term, which is a function of the one-period lagged values of the variables. Granger suggested that the impact of the lagged differences of a right-hand-side variable on the left-hand-side variable captures the short-run dynamics of the system and therefore can be interpreted as short-run causality.  The impact of the one-period lagged error correction term on the left-hand-side variable captures the extent that the variables are out of equilibrium; thus, it can be interpreted as long-run causality. There are four possible scenarios of causality as: (a) unidirectional causality running from X to Y; (b) unidirectional causality running from Y to X; (c) feedback or bi-directional causality running in both directions; and (d) no causality. 

3.7   Explanatory Variables of Model Proxies
Foreign Direct Investment (FDI) 
Foreign Direct Investment occurs when a firm invests directly in facilities to produce and/or market a product in a foreign country. The quantum of private direct investment to manufacturing and agricultural sector divided by gross domestic product of manufacturing and agricultural sector will be adopted to measure this variable. Foreign direct investment is expected to have positive relationship with manufacturing and agricultural sector output growth.
Per Capita Level of Real GDP
If the per capital level of real GDP is high, there is tendency for the purchasing power of the people to increase (i.e. effective demand) if this happens, a high demand for output leads to expansion in order to meet demand, and this will in turn lead to increase in demand of the inputs needed to produce the required increase in output.
Capacity Utilization
A positive relationship is expected. If there is increase in demand for manufactured goods, the production capacity must be increased to meet the increase in demand and at the same time will increase output.
Export of Manufacture
A positive relationship is expected. Increase in manufacturing exports will generate needed foreign exchange to pay for imports especially raw material to improve capacity.

Political Stability
This is a dummy variable that can also affect manufacturing sector output expansion. When the country is stable politically, there is tendency for increase in investment especially from outside the country to take place. This will also promote output expansion.
Real GDP
Growth in GDP is associated with efficient performance in manufacturing sub-sector. A positive relationship is expected.
Domestic Capital Formation
Domestic capital formation is the net productive assets in a country less depreciation. A positive relationship is expected between manufacturing output and domestic capital formation.
Money supply (M2) 
Money supply is entire stock of currency and other liquid instruments in a country's economy as of a particular time. The money supply can include cash, coins and balances held in checking and savings accounts. Economists analyze the money supply and develop policies revolving around it through controlling interest rates and increasing or decreasing the amount of money flowing in the economy. To measure the impact of financial deepening this study will adopt the Nigeria’s M2 divided by gross domestic product (Akinlo, 2004).
Exchange rate (EXR)
Exchange rate is the rate at which one currency may be converted into another. The exchange rate is used when converting a nation’s currency with the currency of another country or for engaging in speculation or trading in the foreign exchange market. For this study, the annualized exchange rate at the end of year as reported by the central bank of Nigeria will be adopted to measure this proxy.
Inflation (INF)
In economics, inflation is a rise in the general level of prices of goods and services in an economy over a period of time. When the general price level rises, each unit of currency buys fewer goods and services. Consequently, inflation also reflects erosion in the purchasing power of money a loss of real value in the internal medium of exchange and unit of account within the economy. A chief measure of price inflation is the inflation rate therefore; in line with other works in this area the annualized inflation rate of the Central Bank of Nigeria will be adopted to measure this proxy.
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CHAPTER FOUR
PRESENTATION AND ANALYSIS OF DATA
4.0 	Introduction
This chapter focused on presentation of relevant data needed to achieve the research objectives.  The data include independent, dependent and control variables. The variables used are: Manufacturing Sector contribution to GDP (MSgdp), Agricultural Sector contribution to GDP (ASgdp), Gross Domestic Product (GDP), Foreign Direct Investment (FDI), MSgdp = Manufacturing sector gross domestic product, Real GDP Growth Rate (RGGR), Per capita level of real GDP(PCGDP), Gross domestic capital formation (GDCF),Manufacturing Sector Capacity utilization (MSCU), Export of manufactured goods (EXPM), Money Supply (MS), Exchange Rate (EXR), and Inflation Rate (INFR). They are all represented in tables and in graph. Test of hypotheses were restated in Null and Alternate forms. The data presented below are those considered necessary for the analyses of the various objectives specified in the study to validate the formulated hypotheses.
4.1	Presentation of Data
Table 4.1 Values of manufacturing sector contribution to GDP, Agricultural sector contribution to GDP, Gross Domestic Product, Foreign Direct Investment, and Money Supply, Exchange Rate and Inflation rate

	Year
	MSgdp
	Asgdp
	GDP
	FDI
	MS
	EXR
	INF

	1970
	378.40
	2,576.40
	5,281.10
	128.6
	789.56
	0.7143
	13.76

	1971
	415.80
	3,033.70
	6,650.90
	142.8
	971.93
	0.6579
	16

	1972
	511.10
	3,092.70
	7,187.50
	297.8
	1,055.82
	0.6579
	3.46

	1973
	622.40
	3,261.20
	8,630.50
	186.3
	1,265.99
	0.6579
	5.4

	1974
	1,589.02
	4,377.99
	18,823.10
	181.6
	1,753.72
	0.6162
	12.67

	1975
	1,170.44
	5,872.92
	21,475.24
	253.0
	3,031.33
	0.6267
	33.96

	1976
	1,464.30
	6,121.96
	26,655.78
	212.5
	4,510.55
	0.6308
	24.3

	1977
	1,695.58
	7,401.64
	31,520.34
	245.5
	6,147.00
	0.6514
	15.09

	1978
	2,915.82
	8,033.55
	34,540.10
	134.4
	7,392.76
	0.6475
	21.71

	1979
	3,815.57
	9,213.14
	41,974.70
	184.3
	9,185.80
	0.5605
	11.71

	1980
	5,162.21
	10,011.46
	49,632.32
	404.1
	11,856.60
	0.5445
	9.97

	1981
	4,699.95
	13,580.32
	47,619.66
	334.7
	14,471.17
	0.6100
	20.81

	1982
	5,047.61
	15,905.50
	49,069.28
	290.0
	15,786.74
	0.6729
	7.7

	1983
	5,542.96
	18,837.19
	53,107.38
	264.3
	17,687.93
	0.7241
	23.2

	1984
	4,847.51
	23,799.43
	59,622.53
	360.4
	20,105.94
	0.7649
	17.82

	1985
	6,422.64
	26,625.21
	67,908.55
	434.1
	22,299.24
	0.8938
	7.44

	1986
	6,591.12
	27,887.45
	69,146.99
	735.8
	23,806.40
	2.0206
	5.72

	1987
	7,468.45
	39,204.22
	105,222.84
	2,452.8
	27,573.58
	4.0179
	11.29

	1988
	11,017.78
	57,924.38
	139,085.30
	1,718.2
	38,356.80
	4.5367
	54.51

	1989
	12,475.51
	69,713.00
	216,797.54
	13,877.4
	45,902.88
	7.3916
	50.47

	1990
	14,702.40
	84,344.61
	267,549.99
	4,686.0
	52,857.03
	8.0378
	7.36

	1991
	19,356.00
	97,464.06
	312,139.74
	6,916.1
	75,401.18
	9.9095
	13.01

	1992
	27,004.01
	145,225.25
	532,613.83
	14,463.1
	111,112.31
	17.2984
	44.59

	1993
	38,987.14
	231,832.67
	683,869.79
	29,660.3
	165,338.75
	22.0511
	57.17

	1994
	62,897.69
	349,244.86
	899,863.22
	22,229.2
	230,292.60
	21.8861
	57.03

	1995
	105,289.59
	619,806.83
	1,933,211.55
	75,940.6
	289,091.07
	21.8861
	72.84

	1996
	132,897.06
	841,457.07
	2,702,719.13
	111,290.9
	345,853.96
	21.8861
	29.27

	1997
	144,106.95
	953,549.37
	2,801,972.58
	110,452.7
	413,280.13
	21.8861
	8.53

	1998
	141,496.44
	1,057,584.01
	2,708,430.86
	80,749.0
	488,145.79
	21.8861
	10.00

	1999
	150,946.52
	1,127,693.12
	3,194,014.97
	92,792.5
	628,952.16
	92.6934
	6.62

	2000
	168,037.02
	1,192,910.00
	4,582,127.29
	115,952.2
	878,457.27
	102.1052
	6.93

	2001
	199,079.32
	1,594,895.53
	4,725,086.00
	132,433.7
	1,269,321.61
	111.9433
	18.87

	2002
	236,825.53
	3,357,062.94
	6,912,381.25
	225,224.8
	1,505,963.50
	120.9702
	12.88

	2003
	287,739.38
	3,624,579.49
	8,487,031.57
	258,388.6
	1,952,921.19
	129.3565
	14.02

	2004
	349,316.32
	3,903,758.69
	11,411,066.91
	248,224.6
	2,131,818.98
	133.5004
	15.00

	2005
	412,706.60
	4,773,198.38
	14,572,239.12
	3,432,490.1
	2,637,912.73
	132.1470
	17.86

	2006
	478,524.14
	5,940,236.97
	18,564,594.73
	4,007,515.2
	3,797,908.98
	128.6516
	8.24

	2007
	520,883.03
	6,757,867.73
	20,657,317.67
	4,403,765.8
	5,127,400.70
	125.8331
	5.38

	2008
	585,573.04
	7,981,397.32
	24,296,329.29
	6,041,843.5
	8,008,203.95
	118.5669
	11.58

	2009
	612,308.89
	9,186,306.05
	24,794,238.66
	8,111,380.9
	9,411,112.25
	148.8802
	11.54

	2010
	3,578,641.72
	10,310,655.64
	33,984,754.13
	9,088,816.6
	11,034,940.93
	150.2980
	13.72

	2011
	4,527,445.05
	11,590,120.18
	37,543,654.70
	10,958,862.2
	12,172,490.28
	153.8616
	10.84

	2012
	5,588,821.69
	13,413,842.46
	71,713,935.05
	11,917,373.6
	13,895,000.39
	157.4994
	12.22

	2013
	7,233,322.47
	14,709,104.92
	80,092,563.38
	12,786,712.8
	15,160,000.29
	157.3112
	8.48

	2014
	8,685,430.03
	18,018,612.87
	89,043,615.26
	14,706,375.1
	17,680,000.52
	158.5526
	8.06

	2015
	8,973,770.20
	19,636,972.40
	1,093,960.22
	15,064,213.4
	23,591,732.58
	197.2303
	9.66

	2016
	8,400,435.13
	18,044,232,13
	1,065,310.42
	14,655,458.5
	21,791,740.21
	305.8523
	18.48


Source: CBN Statistical Bulletin (Various Years)                                                                                                       Note: MSgdp = Manufacturing sector contribution to GDP, ASgdp = Agricultural sector contribution to GDP, GDP = Gross Domestic Product, FDI =Foreign Direct Investment, MS = Money Supply, EXR = Exchange Rate INF = Inflation rate.
Table 4.2 - Gross Domestic Capital formation; Nigeria; 1970-2016
	Year
	bln. US dollars
	per capita, US$
	Growth, %
	share, %

	
	current prices
	prices 1970
	current prices
	constant prices
	World
	Africa
	Western Africa

	1970
	6.4
	6.4
	111
	
	0.7
	26.4
	83.5

	1971
	7.4
	6.9
	131
	8
	0.75
	26.5
	83.9

	1972
	9.3
	7.6
	171
	10.9
	0.82
	29.9
	86.9

	1973
	10
	8.9
	184
	16.9
	0.7
	25.8
	84.9

	1974
	12.3
	7.2
	206
	-19.6
	0.76
	23.3
	84.5

	1975
	20.5
	9.9
	329
	38.6
	1.2
	30
	87.7

	1976
	32
	13.6
	497
	36.8
	1.7
	38.7
	91.2

	1977
	38.1
	15.8
	577
	16.2
	1.8
	38.8
	90.4

	1978
	40
	15.5
	587
	-1.8
	1.6
	37.2
	89

	1979
	41
	13.7
	585
	-12
	1.4
	35.5
	87

	1980
	51.9
	14.6
	724
	6.9
	1.6
	34.7
	88.9

	1981
	55.6
	16.7
	754
	14.3
	1.7
	36.2
	90.8

	1982
	42.8
	12.4
	599
	-25.6
	1.4
	33
	89.5

	1983
	30.6
	9.1
	407
	-26.6
	0.99
	26.7
	88.8

	1984
	16.4
	5.1
	202
	-43.8
	0.5
	17.1
	84.1

	1985
	17
	5.3
	208
	3.5
	0.51
	18.5
	82.6

	1986
	13.1
	5.7
	159
	8.4
	0.34
	14.2
	75.4

	1987
	7.1
	4.3
	84
	-25.2
	0.16
	8.1
	60.2

	1988
	6.1
	3.8
	70
	-12.2
	0.12
	6.5
	54.1

	1989
	7.4
	5.2
	78
	36.9
	0.14
	7.4
	60.5

	1990
	11.5
	6.9
	125
	33.6
	0.2
	10.2
	68

	1991
	10.6
	6.6
	104
	-3.5
	0.18
	10.3
	66.5

	1992
	10.1
	6.7
	94
	0.69
	0.16
	9.9
	64.3

	1993
	10.9
	7.4
	96
	10.5
	0.18
	10.8
	64.9

	1994
	7.4
	7
	60
	-5
	0.11
	7.1
	55.6

	1995
	5
	5.2
	50
	-26.2
	0.068
	4.5
	41

	1996
	5.6
	6.1
	53
	18.1
	0.074
	4.8
	43

	1997
	6.7
	6.7
	62
	8.8
	0.089
	5.8
	45.6

	1998
	7.2
	6.3
	66
	-5.1
	0.099
	5.9
	46.2

	1999
	6
	6.1
	54
	-2.9
	0.08
	5.2
	41.9

	2000
	7.8
	7.2
	69
	16.9
	0.099
	6.8
	52.9

	2001
	8
	5.6
	68
	-21.9
	0.11
	6.3
	52.1

	2002
	9.9
	6.7
	81
	20.3
	0.13
	7.8
	59.3

	2003
	16
	10.1
	127
	50.1
	0.18
	9.9
	60.2

	2004
	15.5
	7.7
	119
	-24
	0.15
	8
	55.3

	2005
	14.7
	6.9
	109
	-10.4
	0.13
	6.5
	49.2

	2006
	28.7
	13
	204
	88.5
	0.23
	10.7
	65

	2007
	36.8
	15.6
	269
	19.8
	0.26
	10.9
	65.4

	2008
	41.4
	15.5
	295
	-0.72
	0.26
	9.6
	62.1

	2009
	49
	20.8
	345
	34.7
	0.36
	11.7
	69.2

	2010
	63.8
	24.6
	446
	18.4
	0.4
	13.6
	69.3

	2011
	66.8
	22.7
	457
	-7.9
	0.37
	13.6
	66.9

	2012
	68.7
	23.5
	457
	3.4
	0.37
	12.7
	63.4

	2013
	76.7
	25.3
	495
	7.8
	0.41
	14
	65.4

	2014
	89.8
	28.6
	564
	13
	0.46
	15.7
	69.7

	2015
	82.9
	23.4
	503
	12.8
	0.33
	13.3
	64.5

	2016
	84.2
	25.6
	523
	24.2
	0.45
	14.9
	68.3


Source:Nigeria Bureau of Statistics (Various Years)
Ratio computation by the Researcher

Table 4.3 – Export of Manufactured Goods
	Export of Manufactured Goods; Nigeria; 1970-2016

	Year
	Bln. US dollars
	Per Capita, US$
	Growth, %
	Share, %

	
	Current Prices
	Prices 1970
	Current Prices
	Constant Prices
	World
	Africa
	West Africa

	1970
	1.8
	1.8
	32
	
	0.48
	7.8
	44.7

	1971
	1.9
	2.1
	33
	16.6
	0.44
	7.9
	45.4

	1972
	2.3
	2.2
	43
	5.4
	0.47
	8.4
	46.5

	1973
	3.5
	2.3
	64
	3
	0.51
	9.3
	52

	1974
	8.7
	2.8
	145
	23.1
	0.91
	14.4
	67.3

	1975
	9.3
	2.5
	149
	-11.2
	0.92
	16.2
	67.8

	1976
	10.3
	2.5
	160
	-0.48
	0.92
	15.9
	67.5

	1977
	12.7
	2.8
	192
	14
	1
	16.8
	68.5

	1978
	11.8
	2.6
	173
	-10.5
	0.8
	14.8
	65.4

	1979
	17
	3.3
	243
	29.6
	0.92
	16.3
	69.5

	1980
	26.3
	4.4
	366
	33.7
	1.2
	18.1
	75.7

	1981
	20.5
	3.7
	277
	-15.9
	0.91
	16.8
	73.7

	1982
	15.6
	3.8
	219
	0.94
	0.74
	14.4
	69.6

	1983
	12.1
	3.4
	161
	-10
	0.58
	11.8
	65.5

	1984
	13.7
	3.5
	169
	3.2
	0.62
	13.2
	65

	1985
	14.9
	3.8
	182
	10.3
	0.67
	14.6
	66.1

	1986
	5.9
	3.3
	72
	-14.8
	0.24
	7.4
	40.4

	1987
	8.2
	3.8
	97
	16.7
	0.28
	8.8
	46.4

	1988
	7.8
	3.9
	89
	1
	0.23
	7.8
	44.9

	1989
	14.2
	5.8
	149
	49.6
	0.4
	12.7
	60

	1990
	15.4
	6.6
	169
	14.4
	0.35
	11.6
	60.1

	1991
	14.4
	6
	141
	-9.7
	0.32
	11.3
	59.5

	1992
	12.5
	4.5
	117
	-24.6
	0.24
	9.1
	55.4

	1993
	11.4
	4.7
	100
	5.1
	0.23
	8.9
	55.6

	1994
	7
	4.1
	57
	-14
	0.13
	5.4
	42.5

	1995
	11.1
	3.7
	110
	-8.6
	0.17
	7.7
	49.7

	1996
	10.7
	3.3
	101
	-10.9
	0.16
	7.3
	46.3

	1997
	14.5
	4.9
	134
	47.9
	0.21
	9.1
	54.3

	1998
	10.9
	5
	99
	2.1
	0.16
	7.6
	44.7

	1999
	12.6
	4.5
	114
	-10.8
	0.18
	8.2
	48.9

	2000
	25
	5
	220
	13.3
	0.31
	13.1
	67.6

	2001
	20.9
	3.9
	178
	-23.6
	0.27
	11.4
	62.4

	2002
	22.1
	4.3
	181
	11.6
	0.27
	11.6
	60.3

	2003
	28
	5.7
	222
	31.4
	0.3
	12.3
	62.5

	2004
	27.6
	5.6
	210
	-0.95
	0.24
	9.7
	58.8

	2005
	37
	6.3
	276
	12.4
	0.28
	10.2
	63.2

	2006
	69.5
	10.7
	493
	70.4
	0.46
	15.1
	73.2

	2007
	58.4
	8.3
	427
	-22.6
	0.34
	11.3
	67.3

	2008
	86.3
	10.7
	616
	28.8
	0.44
	12.9
	72.1

	2009
	54.2
	7.4
	382
	-30.7
	0.34
	11.2
	61.7

	2010
	93.2
	11.4
	652
	53.5
	0.49
	15.1
	70.7

	2011
	129
	14.3
	884
	25.8
	0.57
	17.6
	71.6

	2012
	144.9
	13.8
	964
	-3.6
	0.63
	18.5
	72.4

	2013
	93
	10.8
	599
	-21.7
	0.41
	13.3
	61.5

	2014
	104.8
	12.5
	658
	15.6
	0.44
	15.3
	64.6

	2015
	102.3.3
	13.4
	632
	-12.1
	0.42
	13.2
	61.2

	2016
	110.4
	15.7
	649
	8.9
	0.56
	15.6
	64.5



Source:Nigeria Bureau of Statistics (Various Years)
Ratio computation by the Researcher                                                                                                                                                                      




Table 4.4 – Average Manufacturing Sector Capacity Utilization

	Average Manufacturing Capacity Utilization

	(Percent)

	 Sub - Sector
	1970-75 
	1976
	1977
	1978
	1979
	1980
	1981
	1982
	1983
	1984
	1985

	 Meat & Dairy Products
	-
	-
	-
	-
	-
	     -  
	     -  
	73.7
	63.6
	48.3
	37.8

	
	
	
	
	
	
	
	
	
	
	
	

	 Vegetable & Grain Mill
	  -  
	  -  
	  -  
	99.3
	93.3
	84.5
	  -  
	  -  
	30.0
	65.7
	51.2

	
	
	
	
	
	
	
	
	
	
	
	

	 Bakery Product
	66.4
	68.2
	70.2
	71.3
	73.3
	74.4
	55.3
	73.9
	60.4
	60.9
	42.7

	 Sugar Cocoa Confectionery
	  -  
	  -  
	  -  
	67.8
	56.6
	54.3
	84.2
	62.3
	50.0
	37.5
	31.6

	 Miscellaneous Food Preparation
	82.4
	86.8
	90.4
	  -  
	  -  
	  -  
	  -  
	  -  
	66.1
	49.9
	22.5

	
	
	
	
	
	
	
	
	
	
	
	

	 Beer & Stout
	76.0
	78.7
	77.4
	83.5
	83.7
	91.9
	100.0
	86.0
	68.0
	62.2
	59.0

	 Soft Drinks
	       -  
	  -  
	  -  
	70.0
	75.2
	72.5
	  -  
	56.2
	36.4
	26.1
	27.7

	 Textiles
	79.7
	79.8
	75.3
	80.1
	84.0
	84.4
	76.9
	73.6
	57.4
	46.7
	44.6

	 Knitting Carpet & Rug
	     -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	49.5
	46.5
	39.5
	27.6

	 Leather Products
	77.2
	77.2
	73.6
	72.0
	74.2
	78.4
	85.0
	71.8
	54.0
	36.2
	25.5

	
	
	
	
	
	
	
	
	
	
	
	

	 Leather Footwear
	     -  
	  -  
	  -  
	60.0
	45.0
	37.5
	84.4
	81.0
	  -  
	  -  
	64.5

	
	
	
	
	
	
	
	
	
	
	
	

	 Saw Milling
	72.2
	79.2
	77.1
	  -  
	  -  
	68.3
	65.1
	65.1
	55.8
	43.3
	  -  

	
	
	
	
	
	
	
	
	
	
	
	

	 Wood & Cork Products
	      -  
	  -  
	  -  
	  -  
	  -  
	  -  
	80.0
	79.8
	56.3
	  -  
	22.0

	 Paper Manufacture & Products
	58.7
	48.7
	63.3
	65.1
	64.0
	67.6
	67.6
	55.8
	41.6
	37.8
	28.6

	 Printing Publishing
	     -   
	  -  
	    -   
	  -  
	  -  
	  -  
	75.0
	60.8
	60.1
	33.6
	45.3

	
	
	
	
	
	
	
	
	
	
	
	

	 Basic  Industrial Chemical
	80.8
	79.9
	77.1
	  -  
	  -  
	  -  
	  -  
	57.1
	51.1
	51.9
	53.2

	
	
	
	
	
	
	
	
	
	
	
	

	 Paints
	   -  
	  -  
	  -  
	70.4
	71.2
	71.0
	71.7
	60.7
	41.5
	43.1
	37.4

	
	
	
	
	
	
	
	
	
	
	
	

	 Drugs & Medicine
	   -  
	  -  
	  -  
	  -  
	  -  
	  -  
	71.4
	65.3
	54.3
	48.9
	34.7

	
	
	
	
	
	
	
	
	
	
	
	

	 Soap & Perfumes
	   -  
	  -  
	  -  
	60.0
	65.1
	64.0
	  -  
	63.8
	51.2
	34.5
	32.5

	Other Chemical & Petroleum Products
	   -  
	  -  
	  -  
	  -  
	  -  
	  -  
	65.4
	64.2
	48.4
	35.5
	39.1

	 Tyres & Tubes
	   -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	44.6
	35.7
	53.9
	36.1

	 Plastic Products
	69.8
	73.0
	73.0
	71.0
	70.1
	74.1
	50.4
	53.0
	52.3
	45.6
	39.9

	
	
	
	
	
	
	
	
	
	
	
	

	 Glass & Glass Products
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	62.0
	43.4
	38.2
	31.0

	
	
	
	
	
	
	
	
	
	
	
	

	 Cement & Cement Products
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	70.3
	65.2
	65.5
	65.7
	71.8

	 Basic Metal Industries
	72.4
	66.6
	73.3
	79.8
	73.8
	66.6
	  -  
	  -
	  -  
	  -  
	  -  

	
	
	
	
	
	
	
	
	
	
	
	

	 Structural Metal Products
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	61.8
	46.6
	27.7
	37.2

	
	
	
	
	
	
	
	
	
	
	
	

	 Fabricated Metal Products
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	63.6
	56.0
	39.7
	32.4
	31.6

	
	
	
	
	
	
	
	
	
	
	
	

	 Radio T.V  & Communication Equipment
	100.0
	100.0
	100.0
	58.3
	56.4
	43.3
	  -  
	50.1
	27.4
	27.4
	33.9

	
	
	
	
	
	
	
	
	
	
	
	

	 Motor  Vehicle  Assembly
	84.0
	90.5
	93.2
	85.0
	87.0
	88.5
	79.1
	61.4
	38.1
	24.9
	26.1

	
	
	
	
	
	
	
	
	
	
	
	

	 Roofing Sheets
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  

	Wine, Spirits & Distillers
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  
	  -  

	 Average Capacity Utilization (%)
	76.6
	77.4
	78.7
	72.9
	71.5
	70.1
	73.3
	63.6
	49.7
	43.0
	38.3


 Source: Nigeria Bureau of Statistics (Various Years)
              Ratio computation by the Researcher                                                                                                       



	Average Manufacturing Capacity Utilization Continued

	(Percent)



	 Sub - Sector
	2000
	2001
	2002
	2003
	2004
	2005
	2006
	2007
	2008-2016

	 Meat & Dairy Products
	43.2
	51.4
	54.3
	75.75
	72.17
	62.00
	54.00
	63.00
	63.75

	 Vegetable & Grain Mill
	16.8
	39.2
	43.2
	39.19
	44.32
	90.00
	48.40
	58.00
	46.25

	 Bakery Product
	30.1
	54.3
	60.6
	54.25
	57
	65.00
	46.03
	68.00
	66.00

	 Sugar Cocoa Confectionery
	31
	35.6
	24.5
	36.14
	41.38
	19.00
	45.00
	71.00
	49.38

	 Miscellaneous Food Preparation
	39.2
	45.2
	50.8
	35
	33.5
	80.00
	26.00
	56.00
	43.50

	 Beer & Stout
	49.4
	54.6
	56.3
	48.94
	47.62
	53.00
	57.50
	48.00
	42.50

	 Soft Drinks
	27
	40.2
	44.4
	56.91
	54.55
	48.00
	35.00
	71.00
	77.00

	 Textiles
	21.4
	31.8
	35.5
	51.08
	46.65
	48.00
	56.60
	41.00
	73.25

	 Knitting Carpet & Rug
	35.8
	42.1
	45.8
	33.75
	33.38
	5
	67
	4.00
	27.13

	 Leather Products
	37.9
	36.7
	31.8
	28
	0
	85.00
	0.00
	-
	74.75

	 Leather Footwear
	23.1
	22.9
	30.7
	0
	0
	0.00
	76.17
	69.00
	75.00

	 Saw Milling
	26.8
	35.9
	40.9
	0
	0
	0.00
	0.00
	68.00
	73.50

	 Wood & Cork Products
	0
	0
	49.7
	43.45
	42.07
	48.00
	52.50
	-
	56.50

	 Paper Manufacture & Products
	25.1
	27.1
	23.7
	43.36
	40.02
	0.00
	70.00
	96.00
	63.13

	 Printing Publishing
	38
	45.6
	47.4
	45.8
	48.21
	53.00
	47.75
	64.00
	51.75

	 Basic  Industrial Chemical
	30.4
	51.8
	67.5
	44.1
	46.81
	68.00
	49.25
	-
	40.00

	 Paints
	47
	49.2
	36.6
	33.68
	32.8
	35.00
	51.88
	32.00
	60.25

	 Drugs & Medicine
	38.6
	40.8
	39.2
	44.38
	43.62
	68.00
	57.33
	61.00
	32.00

	 Soap & Perfumes
	45.6
	48.2
	42.1
	40.79
	40.65
	43.00
	53.80
	68.00
	52.00

	Other Chemical & Petroleum Products
	46.8
	47.6
	54.4
	50.02
	51.27
	30.00
	90.50
	82.00
	20.25

	 Tyres & Tubes
	31.8
	32.8
	38.4
	38.9
	23
	80.00
	64.00
	68.00
	17.25

	 Plastic Products
	45.1
	
	38.7
	50.67
	51.42
	53.00
	64.88
	89.00
	71.25

	 Glass & Glass Products
	42.3
	
	48.3
	62.25
	60.13
	80.00
	51.00
	-
	56.75

	 Cement & Cement Products
	49.1
	
	61.7
	48.27
	40.27
	55.00
	52.13
	72.00
	69.71

	 Basic Metal Industries
	0
	
	80
	51.1
	44.43
	72.00
	0.00
	22.00
	60.50

	 Structural Metal Products
	0
	
	39.9
	49.52
	50.24
	60.00
	55.50
	73.00
	82.75

	 Fabricated Metal Products
	47.1
	
	60.2
	55.62
	52.73
	59.00
	59.46
	69.00
	50.00

	 Radio T.V  & Communication Equipment
	36.7
	35.6
	39.6
	59.48
	66.12
	51.00
	53.00
	-
	64.54

	 Motor  Vehicle  Assembly
	41.9
	41.4
	32.8
	23.52
	22.52
	70.00
	16.00
	-
	15.25

	 Roofing Sheets
	39.8
	0
	0
	29.54
	28.23
	0.00
	56.13
	-
	59.25

	Wine, Spirits & Distillers
	35.6
	0
	0
	41.4
	0
	0.00
	-
	76.00
	34.00

	 Average Capacity Utilization (%)
	36.1
	42.7
	54.9
	56.5
	55.7
	54.80
	53.30
	53.38
	53.84


 Source: Nigeria Bureau of Statistics (Various Years)
              Ratio computation by the Researcher
Trend Analysis of Manufacturing Sector Contribution to GDP
From table 4.1, manufacturing sector contribution to GDP stood at N378.4 million in 1970. There was 37.4 percent increase in the preceding year in 1971.  This growth trajectory was maintained till 1974 at an unprecedented value of N1, 589.02 million which was approximately 155 percent increase from the value in 1973.  However, there was decline in 1975 where the sector’s contribution to the GDP dropped by approximately 26 percent.  There was a marginal increase in 1976 where the value of the sector’s contribution to the GDP stood at N1, 464.30 million.  This growth path was again maintained on yearly basis up till 1980. There was again a decline in the sector’s contribution to the GDP in 1981 by more than 9 percent. There was fluctuation in the fortune of the sector between the periods 1982 to 1984.  In fact, by 1984, there was major slump in the sector’s contribution to the GDP with a decline of over 32 percent from the 1983 value of N6.422.64 million. 
The manufacturing sector contribution to GDP resumed its growth trajectory after the introduction of the structural adjustment programme (SAP) in 1986.  This growth path was however, halted in 1998 when the sector’s contribution to the GDP declined by approximately 2 percent of the previous year’s figure.  
Umoh (2005) was of the view that the Structural Adjustment Programme (SAP) introduced in 1986 led to a robust growth in the intermediation function of Nigerian commercial banks and this may have contributed substantially in the financing of the manufacturing sector’s activities and the robust growth in the sector’s contribution to the GDP especially in the years following the adoption of the Structural Adjustment Programme. 
However, with the collapse of the world oil market from the early 1980s and the drastic reduction in the foreign exchange earning capacity, the manufacturing sector was no longer able to import needed inputs. Hence, manufacturing output growth fell drastically to an annual average of about 2.6 per cent within the periods 1986-98.  In fact, there was a negative growth in the sector’s contribution to the GDP in 1998.
The manufacturing sector contribution to GDP made modest positive gain in 1999 from the negative growth of 1998.  The sector maintained this marginal accretion to the GDP from 1999 to 2014.
The 2004 re-capitalization exercise ordered by the Central Bank of Nigeria reinvigorated competiveness in the banking sector once again and this led to robust financing of the manufacturing sector’s activities by banks once again.  The result was the growth in manufacturing sector’s contribution to the GDP from 2005 to 2013.  The sector was affected by the economy-wide recession in Nigeria from 2014 which peaked in the second quarter of 2015 and by 2016; the sector has lost 6.38 percent of its contribution to the GDP, down from the 2015 figure of N8, 973,770.20.



Figure  4.1 - Graphical Representation of the Change in Manufacturing Sector 			contribution to GDP from 1970-2016                                                                                                      

Source: Researcher’s Microsoft Excel Result, 2017
Trend Analysis of Agricultural Sector Contribution to GDP
From table 4.1 the agricultural sector contribution to GDP in monetary terms was N 2, 576 million at the beginning of the 1970.  There was an increase of 4.5 percent in 1971 and this growth path was maintained till 1974.  In 1975 there was a quantum leap over the previous year’s value by almost 34.24 percent.  The sector maintained marginal increases in its contribution to the GDP for the periods 1974 to 1975 at an annual average growth rate of approximately 4 percent.
There was a change in the fortune of the agricultural sector from 1977 t0 1980.  The sector’s growth averaged at 8.5 percent annually from 1977 to 1980. The dominance of agriculture over the periods could be attributed to the focused regional policies that were based on commodity comparative advantage.  As observed by Azih(2011), the agricultural sector guaranteed the greater percentage of the food security of the average household within the periods 1977 to 1980; export of cash crops earned 70 and 62.2 percent respectively  of Nigeria’s total foreign exchange and contributed 56.7 and 66.4 percent of GDP within the periods 1970 and 1975 respectively. 
Ekundare (1973) also observed that the stellar performance of the agricultural sector within the period could be attributed to the massive exportation of crops like cocoa, groundnut, cotton, rubber, palmoil and palm kernel, that accounts on an average of 65-75 percent of Nigeria’s foreign exchange earnings and provide the most important source of revenue for the federal as well as state governments through export product and sales taxes.
It is interesting to note that the agricultural sector’s contribution to GDP never experienced negative growth over the period 1970 to 2016.  It merely experienced fluctuation in its fortune with the highest growth rate of 110.5 percent over the previous year’s value recorded in 2002. 
The agriculture sector remains the largest contributor to the nation’s GDP; contributing as much as 40%. Research shows that Nigeria has over 80 million hectares of arable land. This accounts for about 23% of arable land across all of West Africa. The necessary key for successful reform is to turn agriculture into a business that makes money, with a focus on investments as opposed to aid and development. Prospects for the agricultural sector in Nigeria is very bright, owing to the growing demand for food driven by a large population and growing incomes as well as higher prices due to increased demand in the international market.




Figure 4.2	Graphical Representation of Nigerian Agricultural Contribution to GDP from 1970-2016

Source: Researcher’s Microsoft Excel Result, 2017
Trend Analysis of Gross Domestic Product (GDP)
From table 4.2 the value of Nigeria’s Gross Domestic Product was N5, 281 million in the beginning of the 1970. It increased toN6, 650.90 million in 1972 which was approximately 26 percent of the 1970 value.  The GDP maintained an upward trend at an annual growth rate of 8 percent from 1972 to 1980. There was a decline of 4.1 percent in 1981 from the 1980 figure. This decline could be attributed to the decline in manufacturing sector’s contribution to the GDP at the time.
However, the growth path of early 1970s was regained from 1982 up till 1997 with the highest gain recorded in 1995 with a value of N1, 933, 211.5 million (114%).   This growth trajectory was maintained from 1997 to 2015 except for a slight decline of 3 percent in 1998.  The trend in the GDP’s growth path is shown diagrammatically in figure 4.3.
Figure 4.3	Graphical Representation of Nigerian GDP from 1970-2016

Source: Researcher’s Microsoft Excel Result, 2017
Trend Analysis of Nigerian Foreign Direct Investment (FDI)
The value of Foreign Direct Investment (FDI) in Nigeria gross was USD128.6million in 1970.  There was increase in FDI inflow in 1971 at USD142.8million – an increase of almost 22 percent.  There was further increase in FDI inflow in 1972 with a total value of USD297.8million. However, there was a dip in FDI inflow in 1973 with a total value of USD186.3million; a loss of about 27 percent over the 1972 value.  There was further decline in FDI inflow in 1974 with a total value of USD181.6million – a decline of approximately 12 percent from the previous year figure.
However, by 1975, FDI inflows resumed its growth trajectory with a total value of USD253.0million – an increase of over 63 percent over the 1974 value.  This growth path was maintained from 1975 to 1997 except for the periods 1984 and 1991 where there was marginal dip in FDI inflows in Nigeria.
A cursory look at Table 4.2.2 shows that there was a quantum leap in FDI inflows from 1989 where the value of FDI jumped from USD1, 718.2million in 1988 to USD13,877.9million in 1989 before stabilizing again from 1990 to 1997.  There was a huge drop in FDI inflows in 1998 where the value of the FDI inflows dropped from USD110, 452.7million in 1997 to USD80, 749.0million in 1998.  This may not be unconnected with the political upheaval at the time in Nigeria following the death of the then Nigerian military ruler, General Sani Abacha.  However, FDI inflows received a boost with the return of civil rule in Nigeria in 1999 and by 2006, total FDI inflows was over USD4,007,515million.  There was annual accretion in FDI inflows from then on and by 2015, total FDI inflows was approximately USD15,064,218million.  However, the economy-wide recession in Nigeria which peaked by the 3rd quarter of 2015, saw FDI inflows cut down by approximately 38 percent with total FDI inflows standing at USD14,655,458million by the end of 2016. 
The figure below presents the pictorial presentation of foreign direct investment in Nigeria from 1970 to 2016.
Figure 4.4.Graphical representation of Foreign Direct Investment (1970-2016)
[image: ]
Source: Researcher’s Microsoft Excel Result, 2017



4.2	Analysis of the Descriptive Statistics

This section presents and analyzes the descriptive statistics of the dependent and independent variables.  Statistical averages and standard deviations of the variables are analysed to establish the trend of FDI  and the real sectors - manufacturing  and agriculture in Nigeria.  The variables for the study comprised of manufacturing sector gross domestic product, foreign direct investment, real GDP growth rate, per capita level of GDP, Gross Domestic Capital Formation, Manufacturing Sector Capacity Utilization, Agricultural Sector Gross Domestic Product and Export of Manufactured Goods. The control variables include money supply, exchange rate and inflation rate. Table 4.2.1 present the descriptive statistics of the weighted values of the variables.
Table 4.2.1		Descriptive Statistics of Scaled Values

	Variable
	Mean
	Median
	Maximum
	Minimum
	Std Deviation

	MSgdp
	6.897917
	7.282564
	8.303878
	3.775610
	1.094669

	FDI
	5.980483
	4.458227
	4.235443
	 1.151971
	3.927039

	RGGR
	6.871390
	5.147468
	5.018320
	2.329716
	3.749725

	PCGDP
	3.966794
	1.436606
	2.961101
	1.087158
	5.635177

	GDCF
	5.824099
	3.579069
	2.828047
	1.071125
	0.865934

	MSCU
	35.65245
	32.42356
	31.44543
	30.03411
	0.674434

	ASgdp
	6.192556
	5.194750
	3.220264
	2.159581
	0.018492

	EXPM
	6.290114
	3.488551
	2.599883
	1.477121
	0.368624

	LogMS
	5.282559
	3.295347
	2.380030
	1.131619
	0.058055

	LogInflation
	26.67794
	1.170262
	1.863917
	0.819544
	0.314904

	LogExchange
	18.76960
	2.003461
	2.171609
	0.994757
	0.355742


Source: Computed from data picked from Table 4.1 to 4.4 (E-View Computation)
Result based on the descriptive analysis show that the average growth of the manufacturing sector gross domestic product for the years is 7% (mean = 6.9).  This is considered minimal when compared with average manufacturing sector gross domestic product in Egypt 26.7% (Collier and Gunning 2011), Morocco 18.5% (Marco et al 2011) and South Africa 32.5% (Michael et al 2011).  Such level of manufacturing sector gross domestic product cannot guarantee the desired growth rate in economy-wide basis.
Considering the foreign direct investment to the real sectors scaled by the GDP, Table 4.2.1 indicate that the average growth rate of foreign direct investment to the real sector is 6% (mean =5.9).  This investment rate to the real sector is dismal when compared with the rates in Australia 34.2%, Canada 35.5%, United States 58.4, United Kingdom 45.6% (Aleksander et al 2009) or Tunisia 34.2% (Gunning and Mangistae 2011) and South Africa 38.7% (Michael et al 2009 and Marco et al 2011).

For the average growth rate of real GDP, the result shows that this grew at an average of 7% and compared less favourably with growth rates in Egypt 8.8% (Mlambo &Oshikoya 2011), Ghana 8.7% (Marco et al 2011) and South Africa 8.4% (Michael et al 2009)  or Barbados 11.6%, India 8.9% (Aleksander et al 2009). Per capita level as a ratio of the GDP, the result show that this grew at approximately 4%  (mean = 3.9).  This result is also poor when compared with results from Cote d’Ivoire 5.4% (Rodrick 2011), Kenya 6.6% or Tanzania 4.4% (AfDB 2009).
Table 4.4.1 also shows that gross domestic capital formation in constant prices grew at less than 6 percent (mean =5.82).  This confirms our earlier assertion that gross capital formation have been dismal suggesting why the country is in dire needs of external funding through foreign direct investments.  
Manufacturing sector capital utilization averaged 35 percent.  This is considered low and confirm a priori expectation that manufacturing sectors in Nigeria have been operating far below capacity and that accounts for the low contribution of manufacturing to the gross domestic product in Nigeria.
Furthermore, the result of the descriptive statistics shows that inflation grew at an average of 12.6 percent per annum for the entire period of the study.  This is considered high when compared with growth rates in UK 7.8%, Germany 3.6%, Australia 7.3%, Austria 4.5%, France 6.9% and South Africa 9.6 (Michael et al 2011).   Such high rate of inflation is a great disincentive to real sector growth.
For money supply, the result of the descriptive statistic shows that this grew at the rate of 5.28 percent on the average for the period of study.  This rate is considered low when compared with growth rates in UK 8.5%, US 6.5%  (Aleksander et al 2009) and South Africa 6.5% (Michael et al 2011).  Again, the result of the descriptive statistic shows that exchange rate depreciated at the rate of 18.8% (in terms of depreciation against the US Dollar) on the average for the period of study.  This rate of fluctuation is considered high and a disincentive to real sector growth when compared with South African Rand which maintained minimal variation of less than 3% on the average against the US Dollars for the same period (Rahman &Serletis, 2009; Berg &Miao 2010).
4.3	Analysis of the Correlation Matrix
In this section, the correlation among the variables used in the study will be presented and analyzed.  The correlation matrix is shown in Table 4.3.1 below.

	Variables
	MSgdp
	FDI
	RGGR
	GDCF
	MSCU
	LOGMS
	LOGEX
	LOGINF
	ASgdp
	EXPM

	MSgdp
	1.0000
	
	
	
	
	
	
	
	
	

	FDI
	0.559054
	1.0000
	
	
	
	
	
	
	
	

	RGGR
	0.62990
	0.55905
	1.0000
	
	
	
	
	
	
	

	PCGDP
	0.458989
	0.62990
	0.96321
	1.0000
	
	
	
	
	
	

	GDCF
	0.5301
	0.45889
	0.79576
	0.94528
	1.0000
	
	
	
	
	

	MSCU
	0.5345
	0.52302
	0.83478
	0.76678
	0.54234
	1.0000
	
	
	
	

	LOGMS
	0.3466
	0.53104
	0.90550
	0.44891
	0.37771
	-0.2457
	1.0000
	
	
	

	LOGEX
	-0.932737
	-0.3468
	-0.39287
	0.46170
	0.53099
	-0.40250
	-0.3323
	1.0000
	
	

	LOGINF
	-0.37837
	-0.9327
	-0.48996
	-0.25927
	-0.5606
	0.52158
	0.58315
	0.52345
	1.0000
	

	ASgdp
	0.83324
	0.37837
	0.30975
	0.70657
	0.81181
	-0.41216
	0.88296
	-0.57238
	-0.41234
	1.0000

	EXPM
	0.42967
	0.833240
	0.771026
	-0.7695
	-0.8259
	0.25231
	-0.4022
	0.140459
	-0.6873
	1.0000


Source:  Computed from data picked from Table 4.1 – 4.4 using E-View Analytical Package
From the correlation matrix, the correlation between manufacturing sector gross domestic product and foreign direct investment is positive though not significant.  This non-signficant relationship may create a false impression that the two variables are weakly related but the resultant statistics prove that foreign direct investment has a positive relationship with manufacturing sector gross domestic product.  
The correlation between manufacturing sector gross domestic product and export is positive and non-significant. This result validates our earlier assertion that most Nigerian firms produce essentially for the home market.The correlation between agricultural sector gross domestic product and export is positive and non-significant.  This validates our earlier findings in the descriptive statistics that agricultural gross domestic product contributes little to export.  
Again there is a positive correlation between foreign direct investment and per capita level of gross domestic product.  As foreign direct investment increases so will the per capita level of gross domestic product.  This also validates our earlier assertion that foreign direct investment are veritable source of investment funds.  Moreover, there is a negative correlation between manufacturing sector gross domestic product and inflation.  This finding validates our a priori position that inflation impact negatively on manufacturing sector gross domestic product.    Inflation reduces or in some cases cancels out the real returns on manufacturing sector gross domestic product.  So as inflation increases there is less incentive to commit resources in form of productive investment.
Finally, it will be observed from the correlation matrix that most of the coefficients whether positive or negative, significant or otherwise are weak.  On their face value, this might indicate the presence of multicolinearity, but the degree of such likelihood will be too remote to affect the results of the regression estimates.
4.4	Test of Hypotheses
This section of the study focuses on analyzing the main empirical results arising from the study.  The resultant regressions were interpretated along the three hypotheses formulated in the study.  The hypothesis stated earlier in this research will now be subjected to testing using regression method. Three steps were used to test the hypotheses. In step one; the hypotheses were restated in null and alternate forms. In step two, the results were analyzed while in step three, decisions were made. The decision rule involved the rejection or acceptance of the null or alternate hypotheses based on criterion of the techniques of analysis.
4.4.1	Test of Hypothesis One
Step One:	Restatement of the Hypothesis in Null and Alternate forms:
Ho1:	Foreign direct investment does not have positive and significant impact on the 	manufacturing sector of the Nigerian economy.
Ha1:	Foreign direct investment has positive and significant impact on the manufacturing 	sector of the Nigerian economy.
Step Two: Presentation and Analysis of Result
To test for this hypothesis we shall use table 4.4.2 which evaluate the impact of foreign direct investmenton the manufacturing sector of the Nigerian economy. The table showed the variables, the coefficient, standard error, t-statistics and probability. 
			Model: MSgdp = α + β1FDI + β2RGGR + β3PCGDP + β4GDCF + β5MCU + β6EXPM+e…..............................(3)
	
Where:
MSgdp 	= 	Manufacturing sector gross domestic product
	FDI 		=	 Foreign Direct Investment
	RGGR 	= 	Real GDP Growth Rate
	PCGDP 	= 	Per capita level of real GDP
	GDCF 		= 	Gross domestic capital formation
	MSCU 	=	 Manufacturing Sector Capacity utilization
	EXPM 	= 	Export of manufactured goods
	α		=	 Equation Constant
	β1		= 	Coefficient of the explanatory variable
	 e  		 = 	Error term 

Incorporating the control variables into equation (i) we have:
MSgdp =α+ MSgdp = α + β1FDI + β2RGGR + β3PCGDP + β4GDCF + β5CU + β6EXPM 	+ β 7MS + β8EXR+ β 9INF+ e……………..………………………………….……………………………………………………………………………………...(4)
	
Where; 
MS  		= 	Money Supply
EXR   		=	 Exchange Rate
INF    		= 	Inflation Rate



Table 4.4.2 – Regression Result for Hypothesis One

Dependent Variable: MSgdp

	Method: Ordinary Least Squares

	Date: 22/11/17   Time: 13.05

	Sample(adjusted): 1970-2016

	Included observations: 44 after adjusting endpoints
No prewhitening
Bandwidth: Fixed (2)
Kernel: Bartlet
Convergence achieved after: 1 weight matrix, 2 total coefiterations
Instrument: FDI RGGR PCDDP GDCF MSCU EXPM MS EXR INF

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	C
FDI
	0.069407
0.318039
	0.010311
0.045811
	6.731504
6.942439
	0.0000
0.0000

	RGGR
	0.073214
	0.010632
	6.886036
	0.0006

	GDCF
	0.003121
	0.000831
	3.753068
	0.0000

	PCGDP
	0.052359
	0.010899
	4.804173
	0.0000

	MSCU
LOGMS
	0.031592
0.000430
	0.019436
0.000177
	1.625434
2.432742
	0.1130
0.0202

	LOGEXR
	-2.085098
	0.636100
	-3.277940
	0.0000

	LOGINF
	-3.469853
	0.998463
	-3.475193
	0.0017

	R-squared
	0.940098
	                   Mean dependent var
	6.897917

	Adjusted R-squared
	0.936554
	                   S.D. dependent var
	1.094669

	S.E. of regression
	0.601022
	                   Akaike info criterion
	2.096940

	Sum squared resid
	4.334733
	                   Schwarz criterion
	2.444891

	Log likelihood
	-12.92093
	                   F-statistic
	7.951898

	Durbin-Watson stat
	1.768708
	                   Prob(F-statistic)
	0.001265


Source:Result computed using E-view 


Evaluation of Statistical Test of Significance
a) Result of the Test for Goodness of Fit
The R2 which is 0.940098 showed that approximately 94 percent of variation in manufacturing sector’s contribution to GDP was caused by foreign direct investment in the sector for the period 1970 – 2016.  This also implies that 6 percent of variation in manufacturing sector’s contribution to the GDP is influenced by other variables outside foreign direct investment.
b) Evaluation of the Result of t-test of Significance
The result of t-test of significance as shown in table 4.4.2 showed that t*>t0.025, where t*,(1.674228) and t0.025 = (1.0250) therefore, H0 is rejected in favor of H1 implying that foreign direct investment  had positive significant effect on manufacturing sector’s growth in Nigeria
c) Evaluation of the Result of f-Test of Significance
The result of f-test as reflected in table 4.4.2 above showed that f*>f0.05, where f* = 7.951898 and f0.05 = 4.18.  This implies that overall the independent variables had significant effect on manufacturing sector’s growth in Nigeria.  Furthermore, the Durbin-Watson statistic (≈1.77) is within the acceptable region, suggesting that the model was free from autocorrelation problem.
d) Evaluation of Model Specifics
This hypothesis was also used to test the impact of foreign direct investment on manufacturing sector in Nigeria.  Manufacturng sector gross domestic product was used as independent variable while foreign direct investment, real growth of the gross domestic product, gross domestic capital formation, manufacturing sector capacity utilization where used as independent variables.  The study controlled for money supply, exchange rate and inflation.  The resultant coefficient was positive, but not significant(coeff.= 0.325929 and prob.= 0.1199).  Therefore, we reject null hypothesis and conclude that foreign direct investment has impacted positively and signficantly on manufacturing sector gross domestic product in Nigeria.  This result also satisfied a priori expectation as foreign direct investment constitute a veritable source of loanable funds, skills and management for investment in the manufacturing sector in Nigeria.  It is expected that as foreign direct investment increases, more funds will be available for investment in the manufacturing sector leading to increase in manufacturing sector gross domestic product.  Although there has been a considerable increase in foreign direct investment in Nigeria since the commencement of economic and investment reforms in Nigeria, there has not been a corresponding increase in investment in the manufacturing sector hence the non-significant impact of foreign direct investment on manufacturing sector gross domestic product.  This result is consistent with results of similar studies in Nigeria (see Samuel and Emeja 2009, Ndekwu 1998, Nnanna and Dogo 1999 and Nwaogwugwu 2008).  All these works remarked that though foreign direct investment have increased substantially in Nigeria over the years, it has impacted minimally on manufacturing sector gross domestic product in Nigeria.
The R2is the summary measure that tells us how well the sample regression line fits the data. From the model above, R2 of 0.94 means that 94% variation in manufacturing sector contribution to GDP was explained by changes in foreign direct investment, real growth of the gross domestic product, gross domestic capital formation, manufacturing sector capacity utilization, money supply, exchange rate, inflation rate and the remaining 6 percent were explained by variables not included in the model. The adjusted R2 take account of more number of regressors if included and it explains 93 percent variations in the dependent variable. 

Step three: Decision
The decision rule is rejectHo1 if the coefficient is positive, and the probability less than 0.05.Based on decision rule, the study rejects the null hypothesis and accepts the alternate hypothesis. The study therefore concludes that foreign direct investment has positive and significant impact on the manufacturing sector gross domestic product of the Nigerian economy.

4.4.3	Test of Hypothesis Two
Step One:	Restatement of the Hypothesis in Null and Alternate forms:
Ho1:	Foreign direct investment does not have positive and significant impact on the 	agricultural sector of the Nigerian economy.
Ha1:	Foreign direct investment has positive and significant impact on the agricultural sector of 	the Nigerian economy.



Step Two: Presentation and Analysis of Result
To test for this hypothesis we shall use table 4.4.3 which evaluate the impact of foreign direct investment on the agricultural sector of the Nigerian economy. The table showed the variables, the coefficient, standard error, t-statistics and probability as so analyzed. 
Model:	ASgdp = α + β1FDI + U……….………………………………………………………………………..………. (5) 

where; 

ASgdp	= 	 Agricultural sector gross domestic product
a	= 	Equation Constant
b 	= 	Coefficient of the explanatory variables
FDI 	= 	Foreign Direct Investment
U 	= 	Error terms

Incorporating our control variable into equation (iii), it will be resolved as:

ASgdp= α + β1FDI+ β2MS + β3EXR + β4INF + U……………………………….……………………... (6)

Where; 

MS     		=	 Money Supply
EXR   		= 	Exchange Rate
INF    		=	 Inflation Rate









Table 4.4.3 Regression Result of Hypothesis Two
	Dependent Variable: ASgdp

	Method: Ordinary Least Squares
Date: 22/11/17   Time: 13.45

	Sample (adjusted): 1970-2016

	Included observations: 45 after adjusting endpoint
No prewhitening
Bandwidth: Fixed (2)
Kernel: Bartlet
Convergence achieved after: 1 weight matix, 2 total coefiteration
Instrument:  FDI MS EXR INF

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	C
	0.069407
	0.010311
	6.731504
	0.0000

	LOGFDI
	0.073214
	0.010632
	6.886036
	0.0000

	LOGMS
	0.003121
	0.000831
	3.753068
	0.0006

	LOGEXR
	-0.052359
	0.010899
	-4.804173
	0.0000

	LOGINF
	-2.085098
	0.636100
	-3.277940
	0.0023

	R-squared
	0.556912
	    Mean dependent var
	3.654320

	Adjusted R-squared
	0.539851
	    S.D. dependent var
	2.086540

	S.E. of regression
	0.104249
	    Akaike info criterion
	-1.321990

	Sum squared resid
	0.434711
	    Schwarz criterion
	-2.986455

	Log likelihood
	40.54182
	    F-statistic
	16.00034

	Durbin-Watson stat
	2.102490
	    Prob(F-statistic)
	0.004331


Source: Researcher’s E-view Result
Evaluation of Statistical Test of Significance
a) Result of the Test for Goodness of Fit
The R2 which is 0.556912 showed that approximately 56 percent of variation in agricultural sector’s contribution to GDP was caused by foreign direct investment in the sector for the period 1970 – 2016.  This also implies that 45 percent of variation in agricultural sector’s contribution to the GDP is caused by other variables outside foreign direct investment.
b) Evaluation of the Result of t-test of Significance
The result of t-test of significance as shown in table 4.4.3 showed that t*>t0.025, where t*,(6.886036) and t0.025 = (1.0250) therefore, H0 is rejected in favor of H1 implying that foreign direct investment  had positive significant effect on agricultural sector’s growth in Nigeria
c) Evaluation of the Result of f-Test of Significance
The result of f-test as reflected in table 4.4.2 above showed that f*>f0.05, where f* = 16.00034 and f0.05 = 4.18.  This implies that overall the independent variables had significant effect on agricultural sector’s growth in Nigeria.  Furthermore, the Durbin-Watson statistic (≈2.00) is within the acceptable region, suggesting that the model was free from autocorrelation problem.
d) Evaluation of Model Specifics
From the result in table 4.4.3, it is clear that the explanatory variables namely FDI and MS have positive and significant effect on agricultural sector’s growth as a ratio of GDP in Nigeria for the period 1970 – 2016.  However, exchange rate and inflation have negative and significant impact on agricultural sector’s contribution to the GDP. The result shows that as foreign direct investment increases by 1 unit, agricultural sector contribution to GDP increases by 0.07 units, as money supply increases by 1 unit agricultural sector contribution to GDP increases by 0.003.  However, inflation and exchange rate had negative and significant influence on agricultural sector’s growth in Nigeria.  As inflation rate increases by one unit, agricultural sector contribution to GDP declined by 2.0 units.  Also as exchange rate moved adversely by 1 unit, agricultural sector’s growth declined by 0.05 units.   

These results confirmedapriori expectation.  It is expected that an increase in FDI are assumed to flow into the agricultural sector which will in turn increase agricultural sector production.The result on money supply, exchange rate and inflation rate conform to economic expectation as money supply increases, agricultural production will increase with low interest rate as its transmission mechanism leading to greater access to loans. 

The R2is the summary measure that tells us how well the sample regression line fits the data. From the model above, R2 of 0.56 means that 56% variation in agricultural sector contribution to GDP was explained by changes in foreign direct investment, money supply, exchange rate, inflation rate and the remaining 54% were explained by variables not included in the model. The adjusted R2 take account of more number of regressors if included and it explains 55% variations in the dependent variable. 

The Durbin Watson (DW) statistics and Breusgh –Godfrey LM test as shown in table 4.4.3 shows  the presence of serial correlation and this undermines the assumptions of OLS, therefore Heteroscedasticity and Autocorrelation Consistent (HAC) is used to correct for the standard error problems in OLS using Newey West procedure. Comparing OLS and HAC regression result (see table 4.4.4 and 4.4.5), the HAC standard errors were much greater than the OLS standard error; therefore the HAC t-values are much smaller than the OLS t-values. This shows that the OLS had in fact underestimated the true standard error.
Table 4.4.5  Newey-West HAC Standard Errors & Covariance
	Dependent Variable: LOGASGDP

	Method: Least Squares

	Sample: 1970-2016

	Included observations: 45 after adjusting for endpoint

	Newey-West HAC Standard Errors & Covariance (lag truncation=3)

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	C
	1.262976
	0.129484
	9.753935
	0.0000

	LOGFDI
	0.097390
	0.052294
	1.862357
	0.0699

	LOGMS
	0.631929
	0.052277
	12.08804
	0.0000

	LOGEXR
	0.326301
	0.092355
	3.533112
	0.0011

	LOGINF
	0.009523
	0.042215
	0.225587
	0.8227

	R-squared
	0.993987
	    Mean dependent var
	5.297111

	Adjusted R-squared
	0.993386
	    S.D. dependent var
	1.281806

	S.E. of regression
	0.104249
	    Akaike info criterion
	-1.579636

	Sum squared resid
	0.434711
	    Schwarz criterion
	-1.378896

	Log likelihood
	40.54182
	    F-statistic
	1653.015

	Durbin-Watson stat
	0.621544
	    Prob(F-statistic)
	0.000000


Source: Researcher’s Eview Result
Step three: Decision
The decision rule is rejectHo1 if the coefficient is positive, and the probability less than 0.05.Based on decision rule the study accepts the alternate and rejects the null hypothesis. The researcher therefore concludes that foreign direct investment has positive and significant impact on the agricultural sector of the Nigerian economy.
4.4.6	Test of Hypothesis Three
Step One:	Restatement of the Hypothesis in Null and Alternate forms:
Ho1:	There is no casual relationship between FDI and economic growth
Ha1:	There is casual relationship between FDI and economic growth
Step Two: Presentation and Analysis of Result
To test for this hypothesis we shall use table 4.4.7 which evaluate casual relationship between FDI and economic growth in Nigerian. The table showed the variables, F-statistics and probability as so analyzed. 

Table 4.4.6Granger Causality Result of Hypothesis Three
	Pairwise Granger Causality Tests

	Sample: 1970 2016

	Lags: 2

	  Null Hypothesis:
	Obs
	F-Statistic
	Probability

	  FDI  Granger Cause GDP
	45
	 0.749349
	 0.00001

	  GDP does not Granger Cause FDI
	0.110314 
	 0.00233


Source: Researcher’s Eview Result

The decision criteria adopted for this hypothesis is thatif p-value < 0.05, the null hypothesis is rejected, otherwise accept the alternate. Hence, as revealed from table 4.4.6, foreign direct investment granger cause gross domestic product with a probability value of 0.001 but gross domestic does not granger cause foreign direct investment in Nigeria with a probability value of 0.00233. The result reveals that there was a bi-directional relationship between FDI and economic growth in Nigeria.

Step Three: Decision
As revealed from the results the granger causality, there is a causal relationship between foreign direct investment and Nigerian economic growth; hence the alternate hypothesis is accepted.


4.5	Other Diagnostic Tests
The study conducted other diagnostic tests to increase the robustness of the regression results.  These include: Unit Root and Test for Cointegration.
4.5.1	Unit Root Test
In econometrics, time series data are often assumed to be non-stationary and thus, it is necessary to perform unit root test to ensure the stationary of the data.  Unit root test are usually conducted to avoid problem of spurious regression.  The study uses the Augmented Dickey Fuller (ADF) statistic to test for unit root and the Durbin Watson (DW) and Correlation Matrix (CM) statistics to test for autocorrelation in the time series data. The decision rule is that Augmented Dickey-Fuller (ADF) test statistics must be greater than Mackinnon Critical Value at 5% and at absolute term i.e. ignoring the negativity of both the ADF test statistics and Mackinnon critical value, before the variable can be adjudged to be stationary, otherwise we accept the null hypothesis (H0) i.e. data is non-stationary and reject the alternative hypothesis (H1) i.e. data is stationary.  The result of the ADF unit root test is reported in table 4.5.2 and 4.5.3.
Table 4.5.2	Result of ADF Unit Root Test
	Variables 
	ADF Test Statistics Value
	5% McKinnon Critical Value
	Decision Rule
	Remarks

	
	
	
	Ho
	H1
	

	MSGDP
	-2.675452
	-3.0114
	Accept
	
	Non-stationary

	FDI_GDP
	-1.433125
	-3.0114
	Accept
	
	Non-stationary

	RGGR
	-1.559157
	-3.0113
	Accept
	
	Non-stationary

	PCGDP
	-1.887654
	-3.0113
	Accept
	
	Non-stationary

	MSCU_GDP
	-2.322456
	-3.0113
	Accept 
	
	Non-stationary

	EXPM_GDP                         
	-2.245702
	-3.0113
	Accept
	
	Non-stationary


Source: Author’s computation
From the result in table 4.5.2 it is clear that all the variables have ADF test statistics value less than the McKinnon critical value both in absolute terms and at 5% level - that is before differencing.  Therefore, to ensure the stationarity of data for these variables, there is need to further test for stationarity at first difference.  The result of first difference ADF unit root test is presented in table 4.5.3 below.


Table 4.5.3	Result of ADF Unit Root Test
	Variables 
	ADF Test Statistics Value
	5% McKinnon Critical Value
	Decision Rule
	Remarks

	
	
	
	Ho
	H1
	

	MSGDP
	-3.345776
	-3.0199
	Reject
	Accept
	Stationary

	FDI_GDP
	-3.843889
	-3.0199
	Reject
	Accept
	Stationary

	RGGR
	-3.965743
	-3.0199
	Reject
	Accept
	Stationary

	PCGDP
	-4.23054
	-3.0199
	Reject
	Accept
	Stationary

	MSCU_GDP
	-4.65789
	-3.0199
	Reject
	Accept
	Stationary

	EXPM_GDP                         
	-4.33217
	-3.0199
	Reject
	Accept
	Stationary


Source: Author’s computation
From the result in table 4.5.3, it could be seen that all the variables were stationary at first difference.  We therefore reject null hypothesis because their respective ADF test statistics value is greater than McKinnon critical value at both in absolute terms and at 5%.The order of integration for all the variables is therefore is 1(1).
Summary of Order of Integration
	Variable 
	Order of Integration

	MSgdp
	I(I)

	FDI_GDP
	I(I)

	RGGR
	I(I)

	PCGDP
	I(I)

	MSCU_GDP
	I(I)

	EXPM_GDP                         
	I(I)



4.5.4	Co-integration Test
The econometric concept of co-integration is related to the problem of determining the long-run equilibrium relationship.  In other words, co-integration is the statistical analysis that tests the existence of a long-run equilibrium relationship between variables in a model.  The condition for a long run co-integrating vector is that likelihood ratio must be greater than 5% critical value.  Table 4.5.5 shows the result of co-integration result.
Table 4.5.5	Result of Johansen Co-integration
	Eigen Value
	Likelihood Ratio
	5% Critical Value
	1% Critical Value
	Hypothesized No of CE(s)

	0.876534
	115.9788
	90.65
	97.44
	None**

	0.745786
	62.44
	53.12
	70.78
	At most 1*

	0.654881
	54.55
	50.33
	62.34
	At most 2

	0.543356
	40.67
	48.33
	54.72
	At most 3

	0.465654
	25.22
	29.56
	32.56
	At most 4

	0.297765
	9.67
	14.98
	18.87
	At most 5


*(**) denotes rejection of the hypothesis at 5% (1%) significance level
L.R test indicates 3 co-integrating equation(s) at 5% significance level.
Source: Researcher’s computation
It is clear from the result in table 4.5.5 that co-integration or long-run relationship exist among the variables, that is, manufacturing sector gross domestic product, foreign direct investment, real growth of the gross domestic product, per capital gross domestic product manufacturing sector capacity utilization and manufacturing export.  The result shows that the critical value at 5% is less than the likelihood ratio in row 1 and 2.  Therefore, we reject the hypothesis of no co-integration at 5% significance level.
4.6. 	Further Diagnostic Tests
To further improve on the robustness of the results, further diagnostic test were carried out.  These include: heteroskedasticity, autocorrelation, and normality to verify if the assumptions of CLRM are violated or not. Accordingly, the output of the tests which are displayed by E-View software are presented and interpreted below.


[bookmark: _Toc370278272]4.6.1 Multicolinearity Test
The results for the test for severe multicolinearity are presented in the correlation matrix in table 4.6.2:
Table 4.6.2:	Correlation Matrix
	
	LOGMSGDP
	LOGASGDP
	LOGGDP
	LOGFDI
	LOGMS
	LOGEXR
	LOGINF

	LOGMSGDP
	1.00
	
	
	
	
	
	

	LOGASGDP
	0.70
	1.00
	
	
	
	
	

	LOGGDP
	0.65
	0.76
	1.00
	
	
	
	

	LOGFDI
	0.81
	0.79
	0.76
	1.00
	
	
	

	LOGMS
	0.74
	0.61
	0.67
	0.69
	1.00
	
	

	LOGEXR
	0.63
	0.85
	0.74
	0.76
	0.79
	1.00
	

	LOGINF
	-0.20
	-0.27
	-0.24
	-0.25
	-0.25
	-0.28
	1.00


Source: Estimation Results
[bookmark: _Toc355897915][bookmark: _Toc355895031][bookmark: _Toc355903407]The results showed that the problem of multicolinearity did not exist because all the correlation coefficients were within the recommended range of no multicolinearity which is -0.85 to 0.85. Hence all the variables were retained for use in estimations. In the above correlation matrix there is no pair-wise relation that exceeds 0.8 which compels the researcher to reject the alternative hypothesis (H0) which supposes that pair-wise relationship among regressors exists and we do not reject the null hypothesis (H1) which supposes that there is no perfect pair-wise relation among regressors. The correlation matrix shows tests results for multicolinearity where diagonal entries shows a variable’s own correlation whilst the off-diagonal entries shows pair-wise correlations between different explanatory variables (multicolinearity). All of the off-diagonal entries are below 0.85 which is not suggestive of multicolinearity. 

4.6.2. Heteroskedasticity Test
The test of heteroskedasticity is a test of the second assumption of OLS estimator that says the variance of errors is constant. The researcher uses Breusch Godfrey test (BG test) to test for heteroskedasticity.
Ho: The assumption that there exists homoskedasticity
H1: There is no homoscedasticity (there is heteroskedasticity)

Table 4.6.3: Heteroskedasticity Test for the First Hypothesis
	
White Heteroskedasticity Test:

	F-statistic
	3.248983
	    Probability
	0.003299

	Obs*R-squared
	27.11583
	    Probability
	0.018597


Source: Researcher’s E-view Result
From the table 4.6.3 above, it is observed that the Obs (R2) of 27.11 is significant at a probability value of 0.02 at a critical value of 0.05 hence the model is heteroskedasticity. The F- statistic helps to solidify that there is heteroskedasticity among the residual. It needs correction for an equal variance in the residual of the data.
Table 4.6.4: Heteroskedasticity Test for the Second Hypothesis
	White Heteroskedasticity Test:

	F-statistic
	1.589834
	    Probability
	0.139824

	Obs*R-squared
	19.16648
	    Probability
	0.158685


Source: Researcher’s E-view Result
From the table 4.6.4 above, it is observed that the Obs (R2) of 19.16 is not significant at a probability value of 0.15 at a critical value of 0.05 hence the model is free from heteroskedasticity and it is correctly specified. The F- statistic helps to solidify that there is no heteroskedasticity among the residual.
4.6.5	Autocorrelation Test
The Durbin-Watson test only tests the first order autocorrelation. For further test of autocorrelation the researcher uses Breusch-Godfrey test so that the autocorrelation that are not detected by DW test will be found. Moreover, BG tests the autocorrelation of the residual and several lagged values of it.
Ho: There is no autocorrelation
H1: There is autocorrelation


Table 4.6.5: Autocorrelation Test for the First Hypothesis
	Breusch-Godfrey Serial Correlation LM Test:

	F-statistic
	15.86691
	    Probability
	0.000010

	Obs*R-squared

	20.47818
	    Probability
	0.000036

	Durbin-Watson stat
	0.641977
	
	


Source: Researcher’s Eview Result
From the table 4.6.5 above showed a DW test value of 0.64 which falls in the positive autocorrelation zone (see table 4.7) and that leadsus to conclude that there is evidence of the presence of autocorrelation. The test of autocorrelation of the residuals and two lagged value of it, Breusch-Godfrey test(BG test) with the observed R2 valued of 20.48 with a probability of 0.000036 and this proved that there is autocorrelation at an AR(2). The two type of test both fails to reject the alternate hypothesis of presence of autocorrelation. Therefore, given these result it can be concluded that there is evidence for the existence of positive autocorrelation.

Table 4.6.6: Autocorrelation Test for the Second Hypothesis
	Breusch-Godfrey Serial Correlation LM Test:

	F-statistic
	21.61459
	    Probability
	0.000001

	Obs*R-squared
	23.94845

	    Probability
	0.000006

	Durbin-Watson stat                                                    0.621544                                                                        
	
	


Source: Researcher’s Eview Result

From the table 4.6.6 above showed a DW test value of 0.62 which falls in the positive autocorrelation zone (see table 4.7) and that leadsus to conclude that there is evidence of the presence of autocorrelation. The test of autocorrelation of the residuals and two lagged value of it, Breusch-Godfrey test(BG test) with the observed R2 valued of 23.9 with a probability of 0.00006 and this proved that there is positive autocorrelation at an AR(2). The two type of test both confirms to accept the alternate hypothesis of presence of autocorrelation. Therefore, given these result it can be concluded that there is no evidence for the existence of autocorrelation.

Table 4.6.7: Durbin Watson Autocorrelation Test Decision Zone
	Positive autocorrelation
	Zone of indecision
	No autocorrelation
	Zone of indecision
	Negative autocorrelation

	0               0.7
	0.8               1.8
	1.9             2,1
	2,2               3,8
	3,9               4


Source: Gujarati and Porter (2009)

4.7	NORMALITY TEST
Ho: The residuals are normally distributed
H1: The residuals are not normally distributed
Table 4.7.2: Normality test of the multiple regression models
	
	LOGMSGDP
	LOGASGDP
	LOGGDP
	LOGFDI
	LOGMS
	LOGEXR
	LOGINF

	Mean
	4.571333
	5.297111
	5.795811
	4.271111
	5.130000
	1.119698
	1.156682

	Median
	4.430000
	5.160000
	5.726412
	4.200000
	5.050000
	1.238000
	1.109916

	Maxim
	6.940000
	7.260000
	7.949603
	7.200000
	7.250000
	2.200200
	1.862370

	Minim
	2.580000
	3.410000
	3.722724
	2.100000
	2.900000
	0.048800
	0.539076

	Std. Dev.
	1.225568
	1.281806
	1.296688
	1.771956
	1.331409
	0.849239
	0.309354

	Skewness
	0.224437
	0.054338
	0.096220
	0.304792
	0.033052
	0.075317
	0.560008

	Kurtosis
	2.079564
	1.530021
	1.658959
	1.674531
	1.804257
	1.319830
	2.781548

	Jarque-Bera
	1.966294
	4.073718
	3.441422
	3.990861
	2.689071
	5.335618
	2.441546

	Probability
	0.374132
	0.130438
	0.178939
	0.135955
	0.260661
	0.069404
	0.295002

	Observations
	45
	45
	45
	45
	45
	45
	45


Source: Researcher’s E-view Result
In a bid to carry out this study, the various descriptive statistics of the data used was initially examined. The descriptive statistics of data series gives information about simple statistics such as mean, median, minimum value, maximum value and the distribution of the sample measured by skewness, kurtosis and the Jaque-Bera statistic. Table 4.7.2 reports the descriptive statistics of data employed in this study. It is worthy of note that all data series used for econometric investigation ranged from 1970 to 2014. For model I, data on Manufacturing Sector contribution to GDP (MSgdp), Agricultural Sector contribution to GDP (ASgdp), Gross Domestic Product (GDP),Foreign Direct Investment (FDI), Money Supply (MS), Exchange Rate (EXR) and Inflation Rate (INF) have been transformed into their logarithm form before been applied for analysis.
Table 4.7.2 shows that all the series display a high level of consistency as their mean and median values are perpetually within the maximum and minimum values of these series. Besides, the standard deviation revealed that actual data in the series are not really different from their mean value. The skewness and kurtosis statistics provide useful information about the symmetry of the probability distribution of various data series as well as the thickness of the tails of these distributions respectively. These two statistics are particularly of great importance since they are of use in the computation of Jarque-Bera statistic, which is used in testing for the normality or asymptotic property of a particular series.
Bera-Jarque normality tests have been used for normality test. Jarque-Bera’s of the variables indicates that the residuals are normally distributed having p-values which are greater than 0.05. The p-value given at the middle of the normality test table showed that the variables are bigger than 0.05 to fail to reject the null hypothesis at the 5% level(Brooks, 2008). So we accept the null hypothesis of the presence of normality therefore rejecting the alternate of no normality presence.

4.8	Discussion and Implication of Findings
This study examines the impact of foreign direct investment on real sectors (manufacturing and agricultural) in Nigeria for the period 1970 to 2016. Following a detailed time series data analysis, the findings revealed that foreign direct investment had positive and significant impact on the real sectors of the Nigeria economy. The implications of these findings are discussed in line with the objectives of the study.






Objective One: 
To evaluate the impact of foreign direct investment on the manufacturing sector 	of the Nigerian economy
In any economy, the manufacturing sector plays a key rolein the expenditure decisions of households. Through initial macroeconomic stimulus, FDI is thought to contribute to economic growth and development, by raising total factor productivity and efficiency of resource use in the host economy through transfer of more advanced technology and organizational forms directly to MNC affiliates in the host country; in addition, FDI could also trigger technological and other spillovers to locally owned enterprises, assisting human capital formation, contributing to international trade integration, helping to create a more competitive business environment, enhancing enterprise development and general improvement in environmental and social conditions of the host country. These transmission mechanisms could ultimately lead to higher economic growth(Blomström et al., 2000; Ikiara, 2003).

In Nigeria, FDI has not really fulfilled the assertion of enhancing gross domestic product through the manufacturing sector rather from the result of the research it is observed that increases in FDI has not fully transmitted to increases in manufacturing sector manufacturing sector contribution to GDP. This implies that on the average the rate at which FDI help to push for domestic manufacturing during the period is not significant when compared with developed countries’ experiences. The findings are consistent with Opaluwa, Ameh, Alabi and Abdul (2012) as they examined the effect of Foreign Direct Investment (FDI) on the Nigerian manufacturing sector spanning 1975 – 2008. The study employed Vector Auto Regression (VAR), co-integration and error correction techniques to establish the relationship between FDI and the growth of manufacturing sector. The findings reveal that FDI has positive though non-significant effect on the manufacturing sector productivity; suggesting that the business climate in Nigeria is not healthy enough for the manufacturing sector to thrive and contribute positively to economic growth. The findings are also in consonance with Ayanwale and Bamire (2001), who found a positive impact of foreign direct investment on the manufacturing sector productivity.
Furthermore, a large part of the inflow may have been used in mostly oil production which does to transmit to greater linkages in the economy as opined by Obasan and Adediran (2010) that the Nigerian manufacturing sector is sick arguing that the productive sector is in a crisis as its average contribution to the nation’s Gross Domestic Product over the past few years has not gone beyond 5%.   Foreign Direct Investment has not impacted as much as theory explained on the manufacturing sector contribution to GDPin Nigeria.  This result could lay credence to the substitution theory of Haavelmo (1963) and could well explain the dismal volume of savings in Nigeria compared to other emerging countries. Haavelmo maintained that foreign capital inflows to developing countries had been exploitative given the level of profit repatriation by the Multinational Companies (MNCs) whose operation have often left the host communities  poorer than before because of abject neglect and lack of corporate social responsibilities.
The study therefore, posits that caution should always be invoked when canvassing for the FDI strategy to attract greater volume of FDI. High FDI strategy is a double-edge weapon that could sink the manufacturing sector if proper care is not taken because it may only be channeled into the extractive (especially oil) industries.  This could be because the extractive sector (such as oil subsector) is often an enclave sector with little linkages with the other sectors. Backward and forward linkages in technology transfer are less important in extractive FDI, as production in natural or primary resource sector requires fewer inputs of materials and intermediate goods from local suppliers due to its high capital intensive nature cum the fact that sales are foreign market oriented.
It is important for developing countries to understand that, contrary to expectations, trade and FDI may not lead to growth, rather, may increase both markets and economic risks.  However, adequate provision should be made for all risks associated with FDI and trade, since increased risk premium discourages investment, as well as lower capacity of domestic firms, as a result of enhanced and unbalanced competition in the new “globalised world.”  
According to Solow (1956), the most important determinant of growth is technological change hence; Nigeria should focus on the impact of policies on technological change, as well as, the diffusion of knowledge from developed countries through FDI inflows. Efforts should also be made to internalize knowledge transfers within the developing economies tapped from transfer of FDI.
Objective Two: 
To determine the impact of foreign direct investment on the agricultural sector of the Nigerian economy
The preference for foreign capital investment especially for developing countries like Nigeria is informed by several factors. Nigeria cannot attain the desired level of agricultural productivity to achieve a reasonable level of sustainable growth because of low per capita income and adverse terms of trade. Hence, there is need for adequate foreign capital inflows to achieve meaningful per capita income through agricultural productivity. However, available evidence from developed countries seems to support the idea that agricultural productivity is positively related to the presence of foreign influence through capital investment like foreign direct investment.

As revealed from the findings of the study, foreign direct investment has positive and significant impact on the agricultural sector contribution to Gross Domestic Product. The mean value of agricultural sector contribution to Gross Domestic Product for the period of the study was N5.297billion. This shows that on average agricultural sector contribution to Gross Domestic Product during the period of the study is N5.297 billion. Factors that may have contributed to the dismal impact on GDP of Nigeria includes the underdevelopment of the agricultural sector, investment in non-priority sectors and corruption which hindered the inflow of foreign investors wanting to take advantage of the high lending rate of interest. This could have helped to spring up lots of industries which generates employment and contributes positively to the GDP.

The right and stable policies should be in place to improve funding either through public or private sector investment; this will not only help to meet the food needs of the ever-increasing populace but also help alleviate socioeconomic problems that come with such increase. 
Ayinde (2008) detected an inverse relationship between agricultural growth and unemployment in Nigeria, he proposed that polices developed to alleviate poverty in Nigeria should focus on increasing agricultural growth. According to Fasinmirin and Braga (2009), the global economic recession and the concomitant increase in food prices, unemployment, dilapidated infrastructures, and poor industrial growth all call for a concerted effort at ensuring a strong and efficient agriculture to meet the demands of an ever-increasing Nigerian population. One of the most sought after ways to seek funds for improvement of agricultural production especially in developing economies such as Nigeria is to source for FDI. 
Furtan and Holzman (2004) termed FDI as the most spectacular manifestation of globalization that occurred since 1990 while Ogbanje et al., (2010) specified it as a major component of international capital flows been investment by multinational companies with headquarters in developed countries. This investment ranges from transfer of funds to whole package of physical capital, techniques of production; managerial and marketing expertise, products; advertising, and business practices for the maximization of global profits. Ayanwale (2007) argued that most countries strive to attract FDI because of its acknowledged advantages as a tool of economic development. Africa and Nigeria in particular joined the rest of the world in seeking FDI as evidenced by the formation of the New Partnership for Africa’s Development (NEPAD) to primarily, attract foreign investment to Africa.
From the results of the study, foreign direct investment increasing by 1 unit, agricultural sector contribution to GDP will increase by 0.07 units.However, a positive impact of foreign direct investment on agricultural sector contribution is a step in the right direction. It shows that with vitality, creativity and genuine organizational potential, the country can mobilize foreign capital inflow to improve on economic welfare through the agricultural sector.


Objective Three: 
To examine the causal relationship between foreign direct investment and economic growth in Nigeria
One of the objectives of this study is to examine the causal relationship between economic growth and foreign direct investment in Nigeria. In this study, granger causality test was applied to determine the relationship between two variables and its direction in the Nigeria Economy from 1970 to 2016. FDI has been acknowledged as a major propellant of growth through transfer of technology, technological innovations, and other externalities. Although, there is a significant positive correlation between FDI and GDP,the study found also that FDI granger cause GDP and GDP also granger cause FDI. This means that the flow of causation transmits from FDI to GDP and from GDP to FDI. The conventional view which suggests that the direction of causality runs from FDI to economic growth is true in Nigeria. The above findings are in consonance with Eigbiremolen (2013), Erhieyovwe and Jimoh (2012) and Edoumiekumo(2009)but the findings disagreed with Olumuyiwa (2013) as he found that FDI does not granger cause GDP.
The efficacy of FDI in generating the desired growth rate may be limited by the level of infrastructural development in Nigeria. In the years ahead, Nigeria is trying to pave way for more foreign direct investment but faces greater problems, especially with poor external image problem and particularly the concept of European economic utility that includes Eastern Europe. This translate to the fact that investment flows that would ordinarily have come from countries of surplus capital like Western Europe to capital deficient countries like Nigeria would now be going to poor European economic community which includes Eastern Europe. Except Nigeria is able to adopt new strategies, this development will further compound the crisis of under development confronting the country. With the up and down movement of foreign direct investment, Nigeria needs to juxtapose foreign investment with domestic investment in order to maintain high levels on income and employment. 
The problem therefore does not lie so much with the magnitude of investment flows to Nigeria as with the form in which it is given. The study has shown that foreign investment cannot contribute much in economic development of Nigeria if it is directed primarily to capital supply than investment projects. In order to further improve the climate for foreign investment in Nigeria, the government must appreciate the fact that, the basic element in any successful development strategy should be to encourage domestic investors first before going after foreign investors, considering the fact that they constitute the bulk of investment activities in the economy.
Therefore, practical policies and programmes that would help to maximize existing foreign investment so as to achieve a stable and steady economic growth which in turn would attract more foreign investment into the Nigerian economy should be embarked upon by the government and policy makers.
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CHAPTER FIVE
SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS
5.1	Summary of Findings
The findings from the specific objectives of this study are as follows:
1. Foreign direct investment has positive and significant impact on manufacturing sector contribution to GDP in Nigeria.
2. Foreign direct investment has positive and significant impact on the agricultural sector contribution to GDP in Nigeria.
3. Foreign direct investment granger causes growth in gross domestic product in Nigeria.  There is presence of bi-directional causality between FDI and GDP in Nigeria.

5.2	Conclusion
The nexus between foreign direct investment and economic growth has been examined in numerous finance literatures. Apart from the provision of a factor in production, FDI helps to enhance efficiency in management in host countries through the transfer of ideas and technology. The study shows that apart from impacting positively and significantly on manufacturing and agricultural sectors’ contribution to GDP, FDI has also fostered economic growth in Nigeria by raising savings and promoting capital accumulation. 

Foreign direct investment therefore is a necessary condition for economic growth of a developing economy like Nigeria as have been hugely emphasized in financial literatures. It is therefore, against the foregoing that this study examined the impact of foreign direct investment on the real sector of the Nigerian economy in the period, 1970 to 2016. The result emanating from this study shows that foreign direct investment exacted a positive and significant impact on manufacturing sector contribution to GDP, agricultural sector contribution to GDP and that FDI granger cause GDP with a bi-directional causality. Therefore, the study concludes that for the Nigerian economy to continue to witness growth, emphasis should be placed on developing and implementing policies that will address increase of FDI to priority sectors like agriculture and manufacturing. 
5.3	Recommendations
In line with the specific objectives of this study, we recommend as follows: 
1. Infrastructure: there is no substitute for infrastructure development in any country as there can ever be economic growth without an enabling environment. Good road networks, efficient ports, stable power supply, potable water, functional railways are basic requirements for sustainable development. Foreign direct investment will naturally flow to climes that are able to invest in the development of their infrastructure. 

2. Security: Insecurity is a major disincentive to investment as it increases the cost of doing business in any nation. Nigeria Global peace index-which is an indication or measure of how peaceful a nation has been on the increase over the years. The country currently ranks 149 out 163 meaning that it is quite risky to do business in Nigeria. Government must tackle insecurity by taking strong stance against promoters of insurgency, collaborating with neighboring nations and empowering individual states in the country to set up local security agencies that will support the federal security apparatus.

3. There is a belief in growth analysis that when a country opens up to foreign capital; such inflow would promote the level of her economic progress (GDP). Nigeria polices should be framed to enhance making the country socio-economically conducive, development of infrastructures, development of labour force capacity and dependable institutional framework are essential to ensure that foreign direct investment will have significant and long run influence in gross domestic product.



5.4	Contributions to Knowledge
The study has made a modest contribution by providing support to earlier works in FDI-economic growth debate.  Most studies on FDI-economic growth nexus have focused largely on impact of FDI on economic growth at macro-level.  This study differed from this general approach by disaggregating GDP growth into two major contributing components – manufacturing and agriculture.  This disaggregation has helped us to evaluate more critically the contribution of the real sectors in economic growth and the quantum of FDI that went into the real sectors.
The major contribution of this study therefore, is that the study has through its findings placed analytical spotlight on the need for the government to rethink its economic policies in ways that will enhance more FDI inflows in priority sectors like agriculture and manufacturing and away from oil and other less value-addition sectors like commerce and services.
5.5	Recommendation for Further Studies
The pursuit of knowledge is inexhaustible. This, study recommends the following for further studies. These are:
1. Studies that will disaggregate foreign direct investment into sectors and examine the impact on the real sector growth in Nigeria. This will assist in proffering policies that will be sector specific.
2. Secondly, this study recommends for further studies with a dynamic approach to foreign direct investment on the Nigerian economy. This will take care of long run effect.   
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