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Abstract

This paper attempts to empirically examine the iohpaf investment and inflation on economic growth
performance as well as showittie trend analysis between inflation and investniemtligeriafrom 1981 to
2006 using econometrics model with Ordinary Least Sq&1eS) technique. In an attempt to establish long-
run relationship between investment, inflation @ednomic growth, the result of the regression risvitet the
coefficient of inflation is negative and signifidaat 10% while that of Gross capital formation (G@positive
and significant at 1%. It implies that | per centriease in inflation will result in 0.09 decreagse®conomic
performance (RGDP). There is therefore a negatélationship between inflation and RGDP. A positive
relationship also exists between investment (GGfe) RGDP (economic performance), of which 1 per cent
change in investment (GCF) will bring about 0.3 pent unit increases in economic performance. bseé
investment would lead to increase consumption, alscease labour, increase productivity, increastput
therefore improve the economic performance becdlnsee would be reduction in capital flight. It cdul
therefore be recommended that both supply-sideipsliand demand management policies such as aticeduc
in real broad money supply should be adopted toaedéhflation in the short-run and in the long-run.

Keywords: Foreign Direct Investment; inflation; economic growth.

1. Introduction

One of the greatest problems facing Nigerian ecgnémday is inflation which is persistently a comple
economic and social problem of the economy. Goveniis inability to provide a lasting solution toigh
aroused a universal conviction that inflation ievittable and created pessimism that governmenhbamwer
to bring rising price (inflation) trend to an endflation is not only a serious problem but als® hadisquieting
effect on the economic life, political system ahd society as a whole. Inflation in Nigeria coukl tbaced to
1950 despite the fact that is not prevalent thesitéation where the value of money continues forélgate in
terms of value, there is the tendency for risinggw for available goods and services generally such
situation is being referred to as inflation. Inftet can be defined as continuous rise in pricegaafds and
services. Inflation simply means too-much moneysuig few goods. Inflation in the country has became
threat to the Nigerian economy particularly to wenkas their standard of living gradually fell. TihBationary
trend dragged on till 1979 when few months to the ef the military government in Nigeria headedG3sneral
Olusegun Obasanjo, prices of petrol went up frobk @er litre to 15.4k per litre. This increase e tprice of
petrol led to increase in the price of transpore$afoodstuffs, building materials, rents and goadd services.
The inflation was further aggravated by the inceeimsthe price of petrol. Today the price of peisoN75.00
per litre which makes the price of goods and ses/io skyrocket.

In most economies however, domestic private inveatrhas proven to be insufficient in giving the rmmy
the required boost to enable it meet its growthetbecause of the mismatch between their capitalirements
and saving capacity. Foreign private investments tlaugments domestic resources to enable thergaarty
out effectively her development programmes anderéti® standard of living of her people. Though ifpre
private investment is made up of Foreign Directelstment and Foreign Portfolio Investment, Foreigre@
Investment is often preferred as a means of bapgtia economy. This is because FDI disseminatearedy
technological and managerial practices through hiost country and thereby exhibits greater positive
externalities compared with Foreign Portfolio inweent which may not involve positive transferst josing a
change in ownership. In addition, available datggest that FDI flows tend to be more stable congaoe
Foreign Portfolio Investment (Lipsey, 1999). Thishiecause of the liquidity of Foreign Portfolio éstment and
the short time horizon associated with such investsy Also, FDI inflows can be less affected byngj®in
national exchange rates as compared to ForeigfioRorinvestment. However, a balanced combinatibthe
two, taking into consideration the unique charastes of the recipient economy will bring aboue trequired
effects on the economy. The benefits of Foreigrva®ei investment include transfer of technology,hkig
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productivity, higher incomes, more revenue for gameent through taxes, enhancement of balance ohpats
ability, employment generation, diversification tie industrial base and expansion, modernizatiod an
development of related industries. According todBtdin (2000), first, international flows of capitaduce the
risk faced by owners of capital by allowing themdigersify their lending and investment. Secone, gfobal
integration of capital markets can contribute te $ipread of best practices in corporate governammoaunting
rules, and legal traditions. Third, the global niibpiof capital limits the ability of governments pursue bad
policies. Four, Foreign investment through FDIatdfor the transfer of technology - particularlytire form of
new varieties of capital inputs - that cannot bkeieged through financial investments or trade indgpand
services. Foreign investment through FDI can alsampte competition in the domestic input marketzefi
recipients of FDI often gain employee training lire ttourse of operating the new businesses, whictrilcotes
to human development in the host country. Lasthafits generated by Foreign Investments contriktote
corporate tax revenues in the host country.

This strand of literature highlights various chasrterough which inflation can affect economic gtbvin non
linear fashion and investment might be considesedraimportant channel. Investment, inflation acdnemic
growth non linear nexus can be explained by usimgntial market development. A predictable incraasthe
rate of inflation can slow down financial marketvdlpment. Non linearity between inflation and fice is
well documented in literature (Boyd and Smith, 1998; Huybens and Smith, 1998, 1999; Boyd et al. 2001; Khan
et al, 2001). Investment is most important chatimelugh which financial market affects economicvgto (Li,
2006). Inflation, a tax on real balance, reduced returns to savings which in turn causes an iméional
friction afflicting the financial system. These dimcial market frictions results in credit rationiagd thus limit
the availability of investment and finally this rexddion in investment adversely impacts economiavgno Choi
et al. (1996) explains nonlinear effects of infhation economic growth by saying that credit mafietions are
potentially innocuous at low rates of inflation.UBh in low inflationary environments, credit rafiog might not
emerge at all, and the negative link between iioftaind capital accumulation vanishes. In suchse,chigher
inflation reduces the rate of return received byessiin all financial markets and consequentlyaeases capital
accumulation (Li, 2006).

The preference for FDI stems from its acknowledged advantages (Sjoholm, 1999; Obwona, 2001, 2004). The
effort by several African countries to improve thieiisiness climate stems from the desire to atkBtt In fact,
one of the pillars on which the New Partnership Adrica’s Development (NEPAD) was launched was to
increase available capital to US$64 billion througtcombination of reforms, resource mobilizatiord an
conducive environment for FDI (Funke and NsouliQ20 Unfortunately, the efforts of most countriasiifrica

to attract FDI have been futile. This is in spifelte perceived and obvious need for FDI in theticemt. The
development is disturbing, sending very little hageeconomic development and growth for these atmst
Further, the pattern of the FDI that does existfien skewed towards extractive industries, meatiag the
differential rate of FDI inflow into sub-Saharanrisiin countries has been adduced to be due toahatur
resources, although the size of the local market may also be a consideration (Morriset 2000; Asiedu, 2001).

The results of studies carried out on the linkagéwben FDI and economic growth in Nigeria are not
unanimous in their submissions. A closer examimatibthese previous studies reveals that consetiag was
not made to take care of the fact that more th&a 60the FDI inflows into Nigeria is made into thgtractive
(oil) industry. Hence, these studies actually medehe influence of natural resources on Nigemgsnomic
growth. In addition, the impact of FDI on econongimwth is more contentious in empirical than théoad
studies, hence the need to examine the relationblipveen FDI and growth in different economic
dispensations. There is the further problem of gedeity, which has not been consciously tacklegr@vious
studies in Nigeria. FDI may have a positive impasteconomic growth leading to an enlarged marka, si
which in turn attracts further FDI. Finally, theiean increasing resistance to further liberal@ativithin the
economy. This limits the options available to ttevernment to source funds for development purpases
makes the option of seeking FDI much more critiddlis study contributes to the literature by exangnthe
relationship between FDI inflows, inflation and Miga's economic growth, hence addressing the cgsntr
specific dimension to the FDI growth debate. Thelgtis different from previous studies in scopentber of
years considered is longer). In addition, the éffefcthe major components of FDI on economic groveth
examined, thereby offering the opportunity to asséee differential impact of oil FDI and non-oil FBn
Nigeria’s economic growth. The study made conscieffisrt to address the endogeneity issue, and geovi
justification for the unrelenting efforts of the \g@ynment to attract FDI, which are being misunderdtand
resisted by the Nigerian populace.

However, the arguments against foreign privatestiment are that it may cause capital flight whicyrtead to
net capital outflow and thus create balance of payment difficulties; it also creates income distribution problems

69|Page
www.iiste.org



Research Journal of Finance and Accounting WWww.iiste.org
ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online)

Vol 2, No 5, 2011

when it competes with home investment. Foreign &eihinvestments may also actually be capital imtens
which may not fit in the factor proportions of thecipient country. Since the 1980s, flows of inweesht have
increased dramatically the world over. Despite itereased flow of investment to developing coustrie
particular, Sub-Sahara African (SSA) countries atdl characterized by low per capita income, high
unemployment rates and low and falling growth raaE&DP, problems which foreign private investmarg
theoretically supposed to solve. Nigeria, being ohéhe top three countries that consistently nem@iFDI in
the last decade (Ayanwale, 2007) is not exemptenh fthis category. The Nigerian Government is pgtto
much effort into attracting foreign investors ared the economy is still dwindling.

Nigeria has been noted for her average and margimgdensity to import goods and services. And thhou
much importation, inflation is imported too. Sino@st of the imported items does not carry genesobsidies
in their home of manufacture, it is well known icoeomic theory that when demands are elastic, perdican
pass on increases in cost of production to consuhimer Udoji awards of 1975, which was made to adita/the
problems of workers by increasing their wages,reedand arrears was source inflation as tradenusuial other
associations increased the prices of goods anitesrkendering the Udoji's salary increase awardass. The
rate and nature of inflation differ from economyettonomy depending on among other factors likdehel of
economic development, the structure of productiod the efficiency of resources utilization. In vie# this
there is a compelling need for more empirical ssdin inflation in diverse direction. Such studigl unravel
new facts on the causes, nature and consequentcgkatdn for control policy formulation.

Nigeria has been noted for her average and margimgdensity to import goods and services. And thhou
much importation, inflation is imported too. Sino@st of the imported items does not carry genesoibsidies
in their home of manufacture, it is well known icoeomic theory that when demands are elastic, perdican
pass on increases in cost of production to consuhimer Udoji awards of 1975, which was made to adita/the
problems of workers by increasing their wages,reedand arrears was source inflation as tradenueuial other
associations increased the prices of goods anitesrkendering the Udoji's salary increase awardass. The
rate and nature of inflation differ from economyettonomy depending on among other factors likdehel of
economic development, the structure of productiod the efficiency of resources utilization. In vie# this
there is a compelling need for more empirical ssdin inflation in diverse direction. Such studiglé unravel
new facts on the causes, nature and consequendafiatibn for control policy formulation. This rearch
works on the results of empirical analysis undeateto test the applicability to the developing oatbf Nigeria
of conflicting hypotheses on the relationship betwgrowth, investment and inflation. Several stsidiEsuch
relationships, undertaken on data from both dewsloand developing economies, have found contragicto
evidence.

2. Literature Review

The contribution of Foreign Private Investment he £conomy has been debated extensively over #is.ye
This debate covers both the developed and devegJaggionomies. However, a lot more focus has beemput
the study of Foreign Direct Investment since gégn to have a larger impact on the economy. ldékeloped
world, it is agreed that foreign private investmeeherally play a positive role in the economyhailigh it
varies from county to country and depends on cguetraracteristics, policy environment and sectors.
Blomstrdom and Kokko (1997) reviewed the empiricaldence on host country effects of foreign direct
investment. They conclude that MNCs may play anormt role for productivity and export growth imeir
host countries, but that the exact nature of thearhof FDI varies between industries and countdepending
on country characteristics and the policy environmeélfaro (2003) in an empirical analysis usingss-
country data for the period 1981-1999 suggeststtiiat FDI exerts an ambiguous effect on growtlonfrithe
results, foreign direct investments in the primagctor tend to have a negative effect on growthilewh
investment in manufacturing a positive one. Evidefmom the service sector is ambiguous.

2.1 Review of Empirical Literaturel

Understanding the relationship between inflatiod agal growth has all along been a key concern acrot
economic research. Kumar and Pradhan (2002) an#éhzeelationship between FDI, growth and domestic
investment for a sample of 107 developing counfoeshe 1980-99 periods. Their model uses flowatput as
the dependent variable and domestic and foreigredveapital stock, labor, human skills capital staokl total
factor productivity as their independent variablBseir results show that panel data estimatiorss pnoduction
function framework suggest a positive effect of Fldlgrowth and although FDI appears to crowd-ouestic
investments in net terms, in general, some couwntréve had favourable effect of FDI on domestie#tments
in net terms suggesting a role for host countrycpes. Aitkin and Harrison (1999) in testing if destic firms
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benefit from direct foreign investment in Venezuelsed panel data on Venezuelan plants, and fousid th
foreign equity participation is positively correddtwith plant productivity, but this relationshiasvonly robust
for small enterprises. They concluded that foreémy®stment negatively affects the productivity ofrestically
owned plants. The net impact of foreign investméaiting into account these two offsetting effeéssquite
small.

Weeks (2001) investigates the relationship betwee@hand domestic investment: that foreign diresestment
may ‘crowd-in’ or ‘crowd out’ domestic investorsing 18 countries in Latin America. He incorporatesl
export growth and elasticity of domestic and foneiigvestment into his model and concludes thastimeulant
effect foreign direct investment varies consideyabtross Latin American countries. This suggestt th
purposeful policy can increase the benefits ofifprénvestment inflows.

Empirical evidence from the Czech Republic poiota tmixed experience for the impact of foreign stagent
on domestic firms. Based on firm-level data frora geriod 1994-1998, an industry-wide inverse retethip
was detected between the extent of foreign investra@d the turnover of domestic firms (Djankov and
Hoekman, 2000). This finding was similar to thataobtudy focusing on regional effects (1993-1998)ctv
indicated that the productivity of domestic Firnedhdeclined in proportion to the level of foreigivéstment
(Torah, 2004) in a given industry. However, thesgative or neutral findings stand in contrast wsthof other
studies that have detected positive effects. Fstairte, the introduction of foreign investment i@sd to
have a positive effect on the entry rates of doimdsims at intra- and inter-industry level (Ayyagand
Kosova, 2006), across all industries, during theoplel 994-2000.

Ewe-Ghee Lim (2001) summarizes recent argumend&fys on FDI and its correlation with economic gtiow
focusing on literature regarding spillovers fromIRd finds that while substantial support exists gositive
spillovers from FDI, there is no consensus on diysa

Mishara and Mody (2001) observed that foreign pgeviavestment has been associated with higher grawt
some advanced countries. Within the LDCs, howef@eign private investment is associated with high
incidence of crises. The hypotheses which have bdeanced to explain the effects of inflation ooresmic
growth fall into two basic categories. In the fiese the Phillips Curve and the neo-Keynesian agres of
such economists as Akerloff, Dickens and Perry, Waege found Phillips Curve-like tradeoffs betweeavgh
and inflation at low levels of unemployment. In tbpposing camp are the advocates of the efficignt f
hypothesis, such as Rudebusch and Wilcox, who feared inverse correlations between inflation anovwgh.
Empirical studies by Fischer, Barro, De Gregorial aithers support the Rudebusch-Wilcox view, as doe
previous work by the author of this paper, althouggults vary by region and stage of economic agreént.
The robustness of these relationships is, in tthallenged by Levine, Renelt, Bruno and Easterhg find that
the growth inflation correlations reported by otihesearchers are fragile and tend to be influenmetlily by
outlying observations.

The effect of macroeconomic instability on growtbnees largely from the effect of uncertainty on ptéev
investment. Multi-country panel data studies oresiment report that measures of macroeconomichitista
like the variability in the real exchange rate be trate of inflation, have an adverse impact orestwment
(Serven and Solimano 1992). In a study of 17 castiCordon (1990) finds that although there ardias,
evidence generally supports the view that high ¢ino& associated with low inflation. This is sugtg both
by cross-country evidence and comparison over timeountries where the rate of growth has fallenelation
to an increased as the rate of inflation. Fisch®©8) examines the role of macroeconomic factorgrawth.
He found evidence that growth is negatively as$ediavith inflation and positively associated withogl fiscal
performance and undistorted foreign exchange mark&rowth may be linked to uncertainty and
macroeconomic instability where temporary uncetyaabout the macro economy causes potential ink@so
wait for its resolution, thereby reducing the invesnt rate (Pindyck and Solimano 1993). Uncertaamy
macroeconomic stability are, however, difficult qoantify. Fischer suggests that, since there argoud
arguments for very high rates of inflation, a goweent that is producing high inflation is a goveemtthat has
lost control. The inflation rate thus serves asnalicator of macroeconomic stability and the ovieadlility of
the government to manage the economy.

Fischer finds support for the view that a stablemaconomic environment, meaning a reasonably &ie of
inflation, a small budget deficit and an undistdrtereign exchange market, is conducive to suste@®nomic
growth. He presents a growth accounting framewarkvhich he identifies the main channels throughcihi
inflation reduces growth. He suggests that theatdlity of inflation might serve as a more direaticator of
the uncertainty of the macroeconomic environmerdweler, he finds it difficult to separate the lewsdl
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inflation from the uncertainty about inflation, tarms of their effect on growth. This is because itiflation
rate and its variance are highly correlated in smmuntry data. Evidence is in favour of the vidvatt
macroeconomic stability, as measured by the invefdhe inflation rate and the indicators of maca®omic
trends, is associated with higher growth.

3. Research M ethodology and Data Presentation and Analysis

Data used for this study was obtained from Cerealk statistical bulletin (2008). The type of dadebe used
is secondary and includes data on Gross Domesiituetion (RGDP) which is the proxy for economicgtio,

Gross capital formation (GCF) proxy for investmantd consumer price index (CPI) proxy for inflatidrhe

ordinary least square method of econometric approas used in estimation.

Economic performance is proxy by real GDP. Thibésause the real GDP show the monetary value afggoo
and services excluding inflation. Inflation on ther hand will be proxy by consumer price indeR()Cwhich
measures price level, while investment is proxydapss capital formation. The model could therefbee
specified as follows:

Model 1:
Model specification is a mathematical expressioedu® measure the economic relationship existirgden
economic variables (dependent and independent).

RGDP = F (CPI, GCR).uuiiiiiiiiiiiie et e (2)

('1+)

Where,

RGDP = Real Gross Domestic Product

CPI = Consumer Price Index

GCF =Gross Capital Formation

Bo,B1, B2, M = parameters and stochastic error term

For this analysis, the model is specified thus;

Y =Bo+ BuXy+ BX2
LOGRGDP =B+ B1;LOGINF +B,LOGGCF +u
Model 1 shows the relationship between economifopaance, (RGDP), inflation and investment (GCF)

3.1 Presentation of Result

Dependent Variable: LOG(RGDP)
Method: Least Squares

Sample: 1981 2006

Included observations: 26

Variable Coefficient  Std. Error  t-Statistic Prob.
LOG(GCF) 0.295522  0.052650  5.612906  0.0000
LOG(INF) -0.087750 0.048597 -1.805667  0.0841

C 9.440840 0.472433  19.98343  0.0000
R-squared 0.923367 Mean dependent var 12.57309
Adjusted R-squared 0.916703S.D. dependent var 0.345093
S.E. of regression 0.099598 F-statistic 138.5653
Sum squared resid 0.228155Prob(F-statistic) 0.000000
Log likelihood 24.67334
Durbin-Watson stat 0.484626

LOGRGDP =9.44 + LOGO0.30GCF — LOGO.09INF +p

The equation is ®OUBLE LOG equation. The regression analysis above indictiasthe coefficient of
inflation is negative and significant at 10% whileat of Gross capital formation (GCF) is positiveda
significant at 1%. It implies that | per cent ingse in inflation will result in 0.09 decreases omomic
performance (RGDP). There is therefore a negatélationship between inflation and RGDP. That is, an
increase in inflation will result in a decreaseesonomic performance. An increase in inflation nseiscrease
in general price level and will result to monewdiion because what money can buy is lower comparéake
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previous period. A positive relationship also exidtetween investment (GCF) and RGDP (economic
performance), of which 1 per cent change in investn{GCF) will bring about 0.3 per cent unit ingea in
economic performance. Increased investment wouald fe increase consumption, also increase lahutnease
productivity, increase output therefore improve #oenomic performance because there would be rieduict
capital flight.

The intercept, (9.440840) shows the value of the GDP when theegbf the independent variables are
indeterminate or when they are zero.

From the regression analysis, the value ofRhés 0.923367 suggests that a 92% of change in RGWigeria
can be explained or caused by changes in the indepévariable (inflation rate and investment)

F-statistics (0.000) shows that even at 1%, the overall fitrefsthe model is good which implies the model is
well specified.

The graph in figure 1 shows the trend analysisrofuth rate in inflation. It could be deduced tHa¢ growth
rate of inflation had been fluctuating over timen Autlier (sharp increase) occurred in 1988 whemgtmyvth

rate of inflation rose from 9.77% in 1987 to 61.02%d later became negative (-9.09%) in 1990. THation

rate rose to 64.88% in 1994 and decreases magjiesivards. This implies that its favourable to do®nomic
performance of Nigeria because a decrease in gratghof inflation rate though its increasing atexreasing
rate shows a better performance in economic grofitigeria.

While the graph in figure 2 shows the trend analg$igrowth rate in gross capital formation. It icbe

deduced that from 1981 -1985 that GCF was negaiveutlier however occurred in 2002 whereby
growth rate of GCF rose from -4.37% in 1999 to 429

4. Conclusion and Policy Recommendation

Investment has increased dramatically since 19B0sthermore, many countries have offered special ta
incentives and subsidies to attract foreign cap#al influential economic rationale for treatingdéan capital
favourably is that investment and portfolio inflovesicourages technology transfers that acceleragealbv
economic growth in recipients countries. While rateconomics studies generally, though not unifoyrsihed
pessimistic evidence on the growth effects on freiapital. Many macro-economic studies find afpasiink
between investment and economic growth.

Investment augments domestic resources of any exprand enhances the economic development of the
country. With current increased in-flow of foreigrapital, Sub-Sahara African (SSA) countries inabgdi
Nigeria are still characterized by low per-capitadme, high unemployment rates and low and faljrgvth
rates of GDP. This has stimulated a lot of argusénthe literature. This study therefore examitiedissue of
Investment and its impact on the Nigerian Econosyong the findings was that Investment was non-
stationary while the variables were jointly co gnated. Also, gross capital formation growth wasifeely
related to GDP growth rate. Based on the aboveait be deduced that though the experience of other
developing countries give contradicting reportdtmneffect of Investment, the Nigerian case istalifferent in

that Foreign Private Investment has a positiveiagmt effect on GDP growth rate of Nigeria. Byplitation
issues on Investment should not be ignored in pal&cisions aimed at promoting the economic devetog

of Nigerian. Consequently, steps to attract mokestment should be undertaken by the Nigerian gornent

as one of the ways of boosting the Nigerian economy

Broad money supply impacted positively on inflation the long-run, confirming the theoretically-piesi
positive correlation between money supply and fifftaas argued by the Monetarists. That import-ddpacy
ratio had a positive long-run impact on inflatioarmborates the view that most of the inflationamgnd
experienced in import-dependent developing econ®mie due to imported inflation. The significanbkrun
dynamics of inflation emanate principally from bdoaoney supply and the real exchange rate. Thigesig
that controlling inflation in the short-run couldnlg be achieved by demand management policies.
Contemporaneously, there is a negative correldi@tween capital accumulation and economic growtthén
long-run. This means that increasing investmenayochay actually lead to economic slowdown todaye Th
short-run dynamics, however, indicate that invesinte®s a positive impact on economic growth asiptred

by the neoclassical economic growth and developmaerdels. The negative impacts of the past levels of
investment and economic growth on their currengélievespectively suggest that import dependentldpivey
economies find it difficult sustaining the level imfvestment and economic growth. Since these avet-gin
phenomena, they cannot be attributed to changéseimusiness cycle. The difficulty in sustainingp@amic
growth and investment in import-dependent develppoonomies could be explained by the fact thasethe
economies are bombarded continuously by exterraksh notably oil price shocks. This fact is supeadrby

73| Page
www.iiste.org



Research Journal of Finance and Accounting WWww.iiste.org

ISSN 2222-1697 (Paper) ISSN 2222-2847 (Online)

Vol 2, No 5, 2011

the empirical evidence that import-dependency rdtpresses economic growth in these economiesein th
short-run. Another interesting result is that, thlodhe real exchange rate does not have any signtfimpact

on inflation, investment and economic growth in theg-run, it does have significant dampening dffec
inflation and expansionary effect on economic gfowt the short-run. This is consistent with outjatp
theories and competition theories of internatianadle. Thus, properly realigning the real exchatogeeflect
economic fundamentals in the short-run can havigadds impact on inflation and growth in Nigeria.

It is recommended that demand management polioies &s a reduction in real broad money supply shbel
adopted to reduce inflation in the shar both demand management and supply-side policies shoald b
pursued for the control of the rate of inflationthre longrun; exchange rate policy that ensures international
competitiveness of domestically produced goods Ishbe pursued, while economic openness policy that
ensures availability of critical inputs for industand agriculture must be adopted for short runneooc

growth; and, overreliance on imports should be reduced over the long term through aggressive export promotion
to ensure long-run economic growth.
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Figure 2. Showing Trends Analysis of Growth Rate3ynss Capital formation
Table 1. Datasheet of Analysis of Real GDP, Inflatand Gross Capital Formation
YEARS | RGDP INF GCF
1981 | 205222.1 1.03| 18220.6
1982| 199685.3 1.1 171458
1983 | 185598.1 1.53| 13335.3
1984 183563 1.87 9149.8
1985| 201036.3 1.89 8799.5
1986| 205971.4 2.15| 113515
1987| 204806.5 2.36| 15228.6
1988 | 219875.6 3.8| 17562.2| Source: CBN Statistical Bulletin, Golden Jubilee Edition,
1989| 236729.6 55 268255 ?;;:’ez’él?)er 2008 (Financial Statistics; 1981-2006, p. 202,
1990 267550 5| 40121.3
1991 | 265379.1 7| 45190.2
1992| 271365.5 10.42| 70809.2
1993| 274833.3 16.8| 96915.5
1994| 275450.6 27.7| 105575.5
1995| 281407.4 45.03| 141920.2
1996| 293745.4 51.47| 204047.6
1997| 302022.5 56.73| 242899.8
1998 | 310890.1 63.49| 242256.3
1999| 312183.5 63.63| 231661.7
2000| 329178.7 72.87| 331056.7
2001| 356994.3 84.9| 372135.7
2002| 433203.5 95.2| 499681.5
2003 477533 117.9| 865876.5
2004 527576 129.7| 863072.6
2005| 5619314 144.7| 804400.8
2006| 595821.6 157.1| 1546526
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