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Abstract

This study was carried out to analyse the effecteatoral FDI inflows on economic growth in Nigebiatween
the period of 1980 and 2012. VECM and co-integratechniques were employed. The findings showttiere
is a positive relationship between FDI flow to mfawturing sector and economic growth, a posititatienship
between FDI inflows to the oil sector and econogriowth, and a positive influence between FDI infiote
service sector economic growth in the long run. Eeev, there is a negative long run relationshipvben FDI
inflows into the agriculture sector and the teleommication sectors and economic growth. The papefore
concludes that there is a need for policy makerfotmulate policy that will help the economy maximithe
growth potentials of the telecommunication sector.
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1.0 Background of the Study

Achieving a sustained economic growth is one ef thost important macroeconomic objectives of
developing nations (Ezigbo, 2012). This is becanfsés role in increasing the levels of income, geting
employment, and reducing poverty. Hence, understgrttie process of achieving high and sustainedsigrds
the key to reducing poverty, and improving welfamedeveloping countries. In the light of this factany
developing nations have been embarking on many threwhancing policies aimed at achieving the rexglir
sustained growth. These include policies at engdongainvestment. Investment is one of the deterntmaf the
growth of an economy. Generally, economic theodssert that there is a positive relationship betwibe
growth of output and investment in an economy. T&s corroborated by World Bank (1989) when they
concluded that the economic growth, measured bwthrdn GDP, is higher for countries with higher
investment. This means that no country can grovdrighan its level of investments. According to Argbn
(1990), investment plays a vital role in the growftan economy, if it is channeled efficiently t@iease output.
In recent time however, there is a growing doulih@literatures over the role of public investmienéconomic
growth process. This is because of the general thetvgovernment cannot continue to be a dominkayep in
economic activities, but should rather provide dingkenvironment for the private sector to thrivedf (1996).
However in developing countries, private investriegsss been generally low (Monjazeb et al, 2014).r@ lzee
many reasons that account for the low investmenthen developing countries. One of this is low sgvin
According to Monjazeb et al (2014), private saviigsery low because the real per capita incomesig low
while desire for consumption is very high. This ted to the increasing calls for external inflowhddge the
gap between saving and investment in developingtces. According to Lucas (1990), this is premisedthe
fact that investment return in developed countiwdsere there is high level of saving, is low beeapsr capita
income is high. However, the per capita income émedoping countries is low as saving is low, neitatisg
high return on investment. Hence, the free flowcapital across countries will mean that part of sheing in
developed countries would be invested in develogimgntries. This will therefore help developingioas to
achieve faster economic growth. One of such inflsM®reign direct investment (FDI). Against thiadikdrop,
developing countries have been making various jesli@imed at attracting FDI (Funke and Nsouli, 2003
Narula, 1996). The reason for this is because BB¥eken by developing countries as an importantesienm
strategizing for the achievement of sustained econgrowth (Ayanwale, 2007).

According to International Monetary Fund (IMF) @B, FDI refers to an investment made to acquire
lasting or long-term interest in enterprises opegadutside of the economy of the investor. Morecifically, it
refers to an investment made to acquire a lastiagagement interest of about 10% or more votingksito@
firm or an enterprise operating in a country otttean that of the investor’'s country of origin. Fplays an
important role in the economic growth of a natitinhelps to increase domestic investment, and ptertiwe
transfer of technology to the host countries (Fa2ki09). Also, Aitken and Harrison, (1999) assettwat FDI
can help in the transfer of technology across a@sjtand improve technical expertise linkages betwthe
local firms and their foreign counterparts. Accoglito Khan (2007), FDI is the most important arghsgicant
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source of foreign inflows of resources to develgp@ountries over the years. Portelli and NaruleD@0also
asserted that the increased role of multinatiomérerises in developing countries is a result gdrassive
liberalization of FDI regimes and privatization grams, and that the less developed a countryasgitbater is
the need for FDI, as a means to alleviate resowand skill constraints normally associated with
underdevelopment. According to United Nations Coeriee on Trade and Development (UNCTAD, 1999), FDI
leads to increased efficiency of domestic firm@tlyh increased competition in the domestic maitietvever,
there have been arguments in the literatures duyltkie real effect of FDI on developing countri€éhis is
based on some arguments that FDI can lead to adergwout of domestic investment through reduction i
capital accumulation. This could happen when faréiyestors take over the limited resources sucbkkded
manpower and credit facility in the host countrielerzer, 2012). Also, the knowledge transfers dtenonot
real because domestic firms depend on crude arghiaa technology and unskilled labors, thereby nwaki
them unable to learn from the multinationals (Her2012). Apart from this, Carkovic and Levine (200
claimed that FDI does not have a significant incejemt influence on growth in developing countriaso,
UNCTAD (1999) concluded that the effect may be fhsior negative depending on the variables of $ocu

In Nigeria, as a result of saving-investment gaghie country, there have been calls and efforts to
attract FDI to complement domestic investments (@dinand Akomolafe, 2013). This includes the Nigeri
Investment Promotion Commission Act of 1995, whiehs intended to open all sectors of the economy to
foreign participation except sectors that dealrigd and arms, and allowed for 100 per cent foreignership
in all sectors, with the exception of the petrolesector (Babatunde et al, 2013). With FDI inflowfsabout
$7.03billion in 2013, Nigeria was the number onstihation for FDI in Africa (UNCTAD (2013). However
various studies that have examined the effect of & Nigeria have yielded mixed results. While some
conclude that FDI has positively affected the coglatgrowth, others have found no significant impatFDI
on growth in the country. For instance, Ayanwald &amire (2001) found a positive spillover of fapeifirms
FDI on domestic firm's productivity in Nigeria, antbnclude that FDI leads to increase in produgtiat
domestic firms in the country. Also, Oyatoye e{2011) found a positive relationship between FDd gnoss
domestic product (GDP) in Nigeria. However, Akirf004) found that the impact of FDI on Nigeria’s
economic growth was small but insignificant. Alfdanladi and Akomolafe (2013) found out that thexed
causality between the growth rate of GDP and FDNigeria. As pointed out by Babatunde et al (20FY))
inflow into Nigeria has been concentrated in thampry sector due to the availability of natural aexes
mainly crude oil, while FDI inflow to the manufacing sector has not been insignificant. A sectaralysis of
the impact of FDI where the various sectors ofébenomy are considered independently has largedp bedft
unaccounted for in Nigeria. This could be the red®o the mix results generated from the use ofeggte data
of FDI in Nigeria. There is a need to take a sedttmok at the impact of FDI on economic growthtire
country.

Therefore, the main objective of this study ikamine the impact of FDI on the economic growth of
Nigeria using a sectoral analysis approach in otaeonsider the contribution of each of the domireectors’
contribution to overall economic growth of the ctryn The remainder of this paper is divided intetgms.
Following this introductory section, section 2 pides some stylized facts about the performancelifiR
Nigeria over the years as well as a summary of¢kiw of some relevant literature. While sectiaghtights
the methodology, section 5 provides the analysidaih on the subject matter and section 6 sumnsaerd
concludes the study with some recommendationsdlicypmakers.

2.0 Sectoral Flow of FDI in Nigeria

The FDI flow to the agricultural sector increased steadily from N65.8million in 1980 to N1969.6million in
1990.This fell sharply in the following years to N233.3million and N294.3million in 1991 and 1992 respectively.
This however increased in 2000 and the value stood at N4182.4million. In 2001, there was a sharp decline in
the FDI flow to the sector to about N1209million. Since then, the flow of FDI to the sector has been on the
increase but the growth rate has not been too encouraging as it stood at N1778.5million in 2014. The flow of
FDI into oil and gas sector rose from N1239.3millim 1980 to N37102.5million in 1990, but fell ihet
following year to N4395.3million. It has howeverrben the increase since then. In 2000,FDI inflowthe
sector stood at N78784.5million, and increase td0dB7 in 2010, and stood at N201008.2million in£201
FDI inflow into telecommunication sector increadesim N36.7million in 1980 to N1099.3million in 199Ct
further increased toN2334.4million in 2000. By 201 FDI flow into the sector stood at N214244 [5am.
Also, FDI inflow into manufacturing sector incredsieom N586.0million in 1980 to N17543.5million &990.
This further increased to N37252,4 million in 20@0d stood at N326, 450million in 2014. FDI inflomto the
service sector also increased from N1298.9millioda980 to N38889.0million in 1990. This furtheriieased to
N82, 578 in 2000 u fell sharply in the followingays to about N12, 016million in 2001 but increaselittle
afterwards. By 2014, it stood at N58220.9millior2®i14(CBN, 2014)
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3.0 Literature Review
This section presents a brief review of literatomethe relationship between FDI and economic growth

Antwi and Zhao (2013) examined the relationshipMeein FDI and economic growth in Ghana for the pkrio
1980-2010 using Johansen’s multivariate co-intégnaand Granger Causality test, the result confitfrmdong-
run negative relationship between GDP and FDI dswl lzetween GNI and FDI. Also, the Granger Causdist
shows a uni-directional relationship between GD& @I, running from GDP to FDI.

In a study on the relationship between FDI and enga growth in Jordan from 1990 to 2009, Louzi&Abad
(2012) used co-integration and error correction meisms to show that FDI inflows do not exert an
independent influence on economic growth. They katecthat there is a need for an appropriate paticyto
attract FDI to achieve developmental objectivesthi same vein, Chowdhury and Mavrotas (2003) exadhi
the direction of causality between economic groand FDI in three developing countries, Chile, Malayand
Thailand. The results show a bi-directional catxgdletween the two variables in Malaysia and Tmaijavhile
uni-directional causality exists between the twaiakdes, running from GDP to FDI in Chile. In Niggr
Olusanya (2013) analyzed the causal relationshiwd®n FDI and economic growth from 1970 to 2010e Th
periods were further divided into pre-deregulated (@970 to 1986), and post-deregulated era (19882 The
result shows a uni-directional causality from GBHADI in the pre-deregulation period. In the postedjulation
era, no causal relationship exists between thabims. However, between 1970 and 2010, the resoéts a bi-
directional causality between the variables. Alsging Ordinary Least Square (OLS), Adeleke, Olokasesin,
(2014), examined the role of FDI on the economangh in Nigeria between 1999 and 2013. The findisiggw
that FDI is an engine of economic growth. Also, Kalgo (2012) employed the use of Ordinary Least Sua
(OLS) regression technique to analyse the impa€&oogign Direct Investment on Economic Growth imgéia
between the period of 1970 and 2007. The resulivshm evidence of a strong link between FDI ancheouc
growth in the country.

4.0 Research M ethodology

4.1 Introduction

This section discusses the methods that will kel us achieve the objectives of this work. It bsgin
with a discussion on the type and sources of ddtis. is followed by the model specification andnfodation of
a priori expectation. Techniques for data analgsisclude it.

4.2. Typesand Sour ces of Data
The type of data that will be used for this reskawork is secondary data. The data spans thedserio
between 1981 and 2012. The data was sourced fref@ehtral Bank of Nigeria statistical bulleting

3.3.1. Specification of the Model

The model used in this work borrows largely frome {Cobb-Douglas type production function with
labour and capital as the main independent vasabi¢h knowledge (total factor productivity) entegi the
model as labour augmenting or what is referredstblarrod-neutral. This is as presented below:

Y = AKOIP .(4.2)

Where Y = Total production i.e. the monetary vadfi@ll goods produced in a year,

L = Labour input

K=Capital input,

A= Total factor productivity.

o andp are output elasticity for capital and labour, exdjvely.
Following Akinlo (2004), this model can be modifital accommodate the sectorial effect of FDI on econ
growth. The modified version can be written as:

GDE = f(FDIM,,FDIA, ,FDIT,, FDIO,, FDIS,MS, Jooe e, (4.2)
This is presented in linear form below:

GDE = wy + w, FDIM, + u,FDIA, + p, FDIT, + w, FDIO, + u FDIS, + M5 +e,...... (4.3)
Where

GDP = Real Gross Domestic Product

FDIM = FDI inflow in Manufacturing sector
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FDIA= FDI inflow in Agricultural Sector

FDIT= FDI inflow in Telecommunication Sector

FDIO= FDI inflow in Oil Sector

FDIS= FDI inflow in Service Sector

MS= Money Supply

Wherep,. us. 12, 1y, s andpgare the coefficients to be estimatetis the error term. The error term represents
the influence of other omitted variables in the elodll the variables are in log form.

5.0 Presentation and Discussion of Results

5.1 Introduction

In this section, we present and discuss the reefilise analysis. We begin with the results of uhé root test.
This will be followed with the co-integration restiand those of the VECM consecutively.

5.2 Unit Root Test

As said earlier, the first step in a time-seriealgsis is to ensure the series are stationary. iEhifone in this
study through ADF unit root test. The result isgemged first in a graphical presentation. Thisrispnted in
figure 5.1 below. This will then be followed withe ADF unit root test.

Figureb5.1: Plot of the Series

LAGRIC LGDP

13.6

13.4 4

13.2 4

13.0 4

12.8 o

12.6

12.4 4

s e s e e e e e S B s s B e S
82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12

L e e B B e e B B B e e B e e e e L S B
82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12

LOIL
LN 13
LMS
pE
10
124
124
9
1 s 11
74
104 104
6
94
5 9
84
4
1 &1
] N
T T T T T T T T T T T T T T

bt T T T T T 2 T T T T T T T T T T T T T T T T T T T T T
G 88 68 %0 % 94 % % 00 02 04 06 08 10 12 52 84 8 88 90 92 94 96 93 00 02 04 06 08 10 12 82 84 86 8 90 92 94 96 98 00 02 04 06 08 10 12

LSERV

12 LTEL
10

11 9|
8 |

10
7

9+ 6
5|

8
4]

7 T T T T T T T T LA s T T T T

U USUSUUSUSUUSUSUSUSUSUSUSUS 11 3+ T T T T T T T T T T T T T
82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 82 84 8 88 90 92 94 96 98 00 02 04 06 08 10 12

Source: Authors’ computation from

From the plot of the series above, it can be seanthey move with time, i.e they are trended, dedate from
the true mean. Hence we say the variables aretatotrsary at level. This is further confirmed by tADF unit
root test. The result is presented below in tahle
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Table5.1: ADF Unit Root Test
Variables | Atlevel At First Difference Order
Integration
Intercept Intercept and Trend  Intercept Interceyot rend
T-Stat Prob. T-Stat Prob. T-Stat Prob T-Stat Prob
LRGDP 1.938680 | 0.9997 - 0.007 (1)
0.593415 | 0.9990| 3.782354** | 6 -4.374505** |  0.0083
LFDIM - 1(1)
-0.547122| 0.8675| 1.420694 0.99966.913683**| 0.0000| -6.793648*7 0.0000
LFDIO - 1(1)
-1.327158| 0.6032| 2.919623| 0.9985 | 7.124651**| 0.0000| -4.109081*| 0.0167
LFDIT - 1(1)
-0.404405| 0.8957| 1.218919 0.999B36.931213**| 0.0000| -6.797435*% 0.0000
LFDIS - 1(1)
-0.404405| 0.2499| -3.120526 0.1193.176100**| 0.0000| -8.115183*F 0.0000
LFDIA -1.910110| 0.3234] -1.502926 0.8060 8.8743316.0000 | -6.272459**| 0.0001 (1)
LMS 0.0247 1(1)
0.811754 | 0.9926| 1.864154 0.9827 -3.284440* -3.855213* | 0.0315

*indicates significance at 5% level, ** indicatagrsficance at 1%
From the result of the ADF statistics, it is cléfaat all the variables are not stationary at leVeky are however
stationary at first difference. This shows thatytlaee integrated of other one, I(1). Since all ¥heiables are
integrated of the same order, we can use co-irtiegréo analyze if they have long run relationstogether.
Hence we perform Johansen co-integration tests fdsult is presented below.

5.2 Johansen Co-integration Test
Since the series are integrated of the same okd¢r,co-integration test can be performed to deiee their
long run relationship. This is done using Johanseintegration test. The Johansen co-integratios used
because it performs better in multivariate modéie Tco-integration test helps to determine the pieser
otherwise of long run equilibrium relationship beem the dependent and independent variables imdul.
The result is presented in table 5.2 below:
Table 5.2 Johansen Co-integration test

Hypothesized | Trace Max Eigen | Critical Values (5%) Critical Values (5%)
No. of CE(s) Statistics Statistics
Trace P-value Max-Eigen P-Value

r=0 353.1250*| 151.96521 125.6154 0.0000 6254 0.0000
r<1 201.1598*| 97.36296Y 95.75366 0.0000 95.536 0.0000
r<2 103.7969*| 46.05553% 69.81889 0.0000 69.8188 0.0000
r<3 57.74133*| 31.20523Y 47.85613 0.0045 47.8561 0.0045
r<4 26.53611 21.613537 29.79707 0.1135 29.797070.1135
r<5 4.922581 4.907894 15.49471 0.8170 15.494[710.8170
r<6 0.014686 0.014686 3.841466 0.9034 3.841468.9034

Note: * denotes significant at 1% significance levels

From the result of Johansen co-integration tesv@pboth Trace test and Max Eigen reveal that tise-
integrating equation. The Trace test indicateseastl four co-integrating equations in the modelileviviax
Eigen reveals at least five co-integrating equatio@o-integration highlights the existence of lonm
equilibrium which converges over time. The implioatis that we can now perform the VECM test.

5.3 Vector Error Correction M odel
Using the results from the co-integration, test\WeCM was specified, and the result is presentethlihe 4.3

below:
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Table 5.3a Normalized Long-run Co-integration Coefficients

Variable Coefficient Standard error t-statistic
LRGDP 1.000000

LFDIM 0.422577 0.07036 6.00561
LFDIO 4.624532 0.16087 28.7477
LFDIT -3.769180 0.07577 -49.7426
LFDIS 1.144406 0.05160 22.1765
LFDIA -2.598720 0.06538 -39.7491
LMS 0.041495 (0.01483 2.79737

The result shows that in the long-run, there iDsitiye relationship between FDI flow to manufaatgrsector
and economic growth. A 1% increase in FDI inflow rt@nufacturing sector will lead to 0.4% increase in
economic growth. Also, A long-run positive relatibrip exists between FDI inflow to the oil sectordan
economic growth. A 1% increase in the FDI inflowtke oil sector will increase economic growth b@%.
Also, FDI inflows to service sector positively inflnce economic growth in the long run. A 1% inceeiasFDI
inflow to service sector will increase economic wtio by 1.14%. However, there is a negative long run
relationship between FDI inflow into the agricutilsector and economic growth in the country. A h#few of
FDI into the agriculture sector will reduce econongrowth by 2.5%. This is also the situation witie t
telecommunication sector. The reason for this maybbcause the telecommunication sector in Nigexia i
dominated by foreigners and their equipment sougfernationally. Another explanation for this mag the
price of service provided by the telecommunicatperators is too high for an economy that is gtitiwing. All

the variables are statistically significant.

Table 5.3b Short Run Result

Variable Coefficient Standard error t-statistic
DLRGDP -0.354808 0.19900 1.98294
DLFDIM -0.007590 0.05811 -0.13062
DLFDIO 0.043284 0.10930 -2.39601
DLFDIT 0.046464 0.07564 0.61426
DLFDIS 0.031484 0.10076 0.31247
DLFDIA -0.044119 0.09165 -0.48138
DLMS 0.015511 0.07045 0.22015

The short-run result shows a positive relationdiépveen FDI inflow into the oil sector and economiowth.
A 1% increase the FDI inflow in the short run viiitrease economic growth by 0.04%. Also, FDI inflowthe
telecommunication in the short run has a positelationship with economic growth. A 1% increaseFinl
inflow to the telecommunication sector will increasconomic growth by 0.04%. The same result alptiepto
the service sector where a 1% FDI flow to the sengector will lead to 0.03% increase in economdicmh.
However, the result shows that FDI flow into mamtfiaing sector negatively impair economic growthttie
short run. The same result applies for agriculteedtor. A 1% inflow of FDI into the sector has egative
effect of 0.04% on economic growth in the short-rttowever, all the FDI flows to each sector weré no
significant in the short run, except FDI flow toetloil sector. The adjustment period to equilibriisn35%

annually.

5.4 Impulse Response Function
We explore the response-period of economic growthrovation in FDI flow to each sector. Only thesult of
response GDP to the explanatory variables is pteden figure 5.2 below.
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Figure5.2: Impulse Response of LGDP
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The result of the impulse response confirms thahefVECM. The response of economic growth to osrgogd
shock in FDI flow into manufacturing sector wastiadly negative until the second period. It therchme
profoundly positive. The response of economic ghowd innovation in FDI flow to agricultural sectis
negative throughout the periods. Also, the respafseconomic growth to shock in money supply isoals
positive. It was initially marginal but then incssawith time. The response of economic growth tckhn the
FDI flow to the oil sector is also positive. Thoughwas close to zero initially, but later becamarginally
profound. This also applies to the service secfbine response of economic growth to shocks in
telecommunication sector FDI shows a mixed re#iul. very close to zero.

5.5 Variance Decomposition

Variance decomposition determines the percentagerrof variance in the system that is explainedthsy
dependent variable and its determinants. TablepEedents the variance decomposition results fom&mic
growth.
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Table 5.4 Variance Decomposition of LGDP

Period S.E. LGDP LAGRICMAN LMS LOIL  LSERV LTEL

0.037198 100.0000 0.000000 0.000000 0.0000EWOON0 0.000000 0.000000
0.061746 96.40338 2.843537 0.301957 0.0657BHA58 0.385223 2.97E-06
0.083765 94.21944 4.170788 0.632392 0.2357118)028 0.629342 0.002294
0.103447 91.00918 0.899381 1.511402 0.56911168300 0.839386 0.003239
0.121621 88.02515 0.048979 2.656716 1.0838251360 0.946348 0.007418
0.137979 85.48693 0.902137 3.617451 1.6212868413 1.094094 0.009475
0.153402 83.03776 0.649803 4.616246 2.1762Fb/780 1.189283 0.012849
0.167602 81.05788 0.164379 5.437624 2.6804348854 1.296280 0.014769
0.181040 79.28751 0.626677 6.169052 3.1465310961 1.373107 0.017384
0 0.193580 77.85775 0.949863 6.772464 3.545481834 1.454719 0.019081

P OO ~NOUOR~WNEER

The result depicts that the largest source of tiaria in LGDP forecast error is attributable toaisn shocks.
The innovations of agricultural sector FDI, mantf@ing sector FDI, oil sector FDI, Telecommunicatigector
FDI, and service sector FDI are other importantraes of the forecast error variance of GDP. In tak olil
sector FDI contributed the largest variation to GDRis is followed by the manufacturing sector FDhe
telecommunication sector FDI contributed the l¢éaghe forecast error variance.

5.6 Granger Causality Test
The granger causality test was conducted to deterihie linkages among the sectors. The resuliesepted in
table 5.5 below.

Table 5.5: Results of the Pair-wise Granger Causality Tests.

VARIABLE LGDP LFDIM LFDIO LFDIT LFDIS LFDIA LMS
LRGDP 1.45092 | 1.34435 2.14199 0.98823 1.15402 | 1.02463
(0.2534) | (0.2789) | (0.1385) (0.3863) (0.3316) | (0.3735)
LFDIM 1.01561 0.46286 | 1.03498 0.32491 0.13139 | 6.73838
(0.3766) (0.6348) | (0.3700) (0.7256) (0.8775) | (0.0046)
LFDIO 0.68030 | 0.17012 0.20314 0.16075 0.06870 | 2.65735
(0.5156) | (0.8445) (0.8175) (0.8524) (0.9338) | (0.0899)
LFDIT 0.82003 1.07850 1.43773 | 6.82224
(0.4519) | 0.03359 | 0.81783 (0.3554) (0.2564) | (0.0043)
(0.9670) | (0.4529)
LFDIS 0.86935 | 1.46436 | 0.16075 | 1.44921 1.73553 | 0.91989
(0.4315) | (0.2504) | (0.8524) | (0.2538) (0.1969) | (0.4116)
LFDIA 0.07234 0.12472 0.28262 0.21993
(0.9304) | 0.43619 0.50182 | (0.8833) (0.7562) (0.8041)
(0.6513) | (0.6114)
LMS 0.45152 | 4.23179 3.07378 1.95923 1.54988
(0.6417) | (0.0261) | 1.97181 | (0.0640) (0.1620) (0.2320)
(0.1603)

NB: The numbers in parenthesis show the P-valuethécorresponding

F-square statistics

The result of the granger causality test shows-dirbctional causality between FDI flow to manufaaig
sector and money supply. There is also a uni-doeat causality from money supply to FDI flow toetloil

171



Journal of Economics and Sustainable Development www.iiste.org
ISSN 2222-1700 (Paper) ISSN 2222-2855 (Online) “—.5[1
Vol.6, No.20, 2015 IIS E

sector. There is also a bi-directional causalityivleen FDI flow to telecommunication and money swyppl
However, there is no causality between economiavgr@nd FDI flow to any of the sectors. The restibws
that the level of money supplies in the countrym@avital role in attraction of FDI into a givencser.

6.0 Summary, Policy Implication and Recommendation.

This study has been carried out to analyse thecteffe sectorial FDI flow on economic growth in Nige
VECM and co-integration techniques were employdu findings of this paper are important for poliogkers.
The negative relationship between FDI flow to telaounication sector and economic growth is a cathe
policy makers. This may be explained that the patservice provided by the telecommunication ofwegais
too high for an economy that is still growing. Teper therefore concludes that there is needdiicypmakers
to formulate policy that will help the economy maiie the growth potentials of the telecommunicateator.
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