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ABSTRACT

This study examines the effect of foreign direct investment (FDI) inflows on economic 
growth in Nigeria from 2010 to 2019. Using the ordinary least square regression 
methodology, the findings reveal that foreign direct investment inflows do not have 
a significant effect on economic growth in Nigeria. The result holds when different 
measures of economic growth and different measures of foreign direct investment 
inflows are employed. Meanwhile, population size, real interest rate, domestic pri-
vate credit and the inflation rate are significant determinants of economic growth in 
Nigeria while gross capital formation is an insignificant determinant of economic 
growth in Nigeria. The implication of the findings is that policy makers in Nigeria 
should focus on other drivers of economic growth other than foreign direct investment 
inflows when developing policy initiatives to stimulate economic growth in Nigeria.

1. INTRODUCTION

The objective of the study is to investigate the effect of foreign direct investment 
inflows on economic growth in Nigeria from 2010 to 2019. Nigeria is a major recipient 
of foreign direct investment (FDI) inflows in Africa, even though Nigeria’s share 
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of global FDI inflows lags behind other African countries. FDI inflows to Nigeria 
have witnessed a downward trend in recent years. In 2017, FDI net inflows reached 
US$3.5billion (0.9% of GDP). In 2018, FDI net inflows declined to US$1.99billion 
(0.5%). In 2019, FDI net inflows reached 0.74% of GDP. In nominal terms, FDI 
inflows to Nigeria have decreased over the years. Some studies in the literature argue 
that the decrease in FDI inflows to Nigeria is attributable to small market size, lack 
of economic freedom, volatile exchange rate and low economic growth rate (Jibir 
and Abdu, 2017; Aderemi et al, 2020).

Recently, great attention has been paid to the determinants of economic growth 
in the economic literature, and there is much emphasis on the effect of FDI inflows 
on economic growth (see, for example, Jebli et al, 2019; Dinh et al, 2019; Owusu-​
Nantwi and Erickson, 2019; Yeboua, 2019; Hagan and Amoah, 2019). Such studies 
commonly investigate the determinants of economic growth while controlling for other 
important factors affecting economic growth. Several studies document mixed results 
on the effect of FDI on economic growth. A positive relationship between FDI and 
economic growth is documented in Alabi (2019), Bakari et al (2018), Appiah-​Otoo 
et al (2023), Emako et al (2022), and Hasan and Ringim (2017), while Okumoko 
et al (2018) found an insignificant effect of FDI on economic growth. These mixed 
results suggest that the effect of FDI on economic growth of the recipient country 
may be influenced by other factors in the recipient country.

This study contributes to the literature in several ways. It contributes to the ex-
isting literature by relying on recent data and using alternative proxies of economic 
growth and foreign direct investment inflows. To the best of my knowledge, this 
study is among the first studies to examine the impact of FDI inflows on economic 
growth using recent data and using different measures of economic growth and 
foreign direct investment in the case of Nigeria.

The rest of the article is structured as follows. Section 2 presents the literature 
review. Section 3 presents the methodology. Section 4 discuss the results. Section 
5 concludes the study.

2. LITERATURE REVIEW

The theoretical literature argues that there is a link between foreign direct in-
vestment and economic growth. Proponents of FDI argue that FDI can be used for 
the acquisition of new plants and equipment from local suppliers, which will have 
positive “spillovers” to the local economy (Doytch and Uctum, 2011; Gurkov et al., 
2020). FDI can also be used to purchase ownership stakes in existing local firms 
and the funds can be used to train employees to improve competition which is ben-
eficial for growth (Colen et al., 2012). However, FDI also have a negative effect on 



 

 

14 more pages are available in the full version of this

document, which may be purchased using the "Add to Cart"

button on the publisher's webpage: www.igi-

global.com/chapter/impact-of-foreign-direct-investment-

inflows-on-economic-growth-in-nigeria/356448

Related Content

Policy Change: Theories, Evidence, and Implications
 (2022). African Policy Innovation and the Political Economy of Public-Private Policy

Partnerships (pp. 35-72).

www.irma-international.org/chapter/policy-change/311532

The Resource and Leagile Strategy Model for Apparel Export Enterprises: A

Proposed Model to Mitigate COVID-19 Uncertainties
Adeel Shah, Che Rosmawati Binti Che Matand Alisa Ibrahim (2022). International

Journal of Circular Economy and Waste Management (pp. 1-14).

www.irma-international.org/article/the-resource-and-leagile-strategy-model-for-apparel-export-

enterprises/288502

Post-COVID-19 Australian and Indian Collaboration for Enhanced

Effectiveness in the Resource Sector for Renewable Energy
Gayatri Gopidas Nairand Rahul Vinit Mehta (2022). Strategic Cooperation and

Partnerships Between Australia and South Asia: Economic Development, Trade, and

Investment Opportunities Post COVID-19  (pp. 259-279).

www.irma-international.org/chapter/post-covid-19-australian-and-indian-collaboration-for-

enhanced-effectiveness-in-the-resource-sector-for-renewable-energy/296784

Effect of Performance Appraisal System on Employee Satisfaction in Budget

Hotels of Kolkata
Sumit Kumar Biswakarma (2022). International Journal of Circular Economy and

Waste Management (pp. 1-10).

www.irma-international.org/article/effect-of-performance-appraisal-system-on-employee-

satisfaction-in-budget-hotels-of-kolkata/306211

Drivers of Financial Technologies
Hamed Taherdoost (2023). Mainstreaming Cryptocurrency and the Future of Digital

Finance (pp. 1-30).

www.irma-international.org/chapter/drivers-of-financial-technologies/323045

http://www.igi-global.com/chapter/impact-of-foreign-direct-investment-inflows-on-economic-growth-in-nigeria/356448
http://www.igi-global.com/chapter/impact-of-foreign-direct-investment-inflows-on-economic-growth-in-nigeria/356448
http://www.igi-global.com/chapter/impact-of-foreign-direct-investment-inflows-on-economic-growth-in-nigeria/356448
http://www.irma-international.org/chapter/policy-change/311532
http://www.irma-international.org/article/the-resource-and-leagile-strategy-model-for-apparel-export-enterprises/288502
http://www.irma-international.org/article/the-resource-and-leagile-strategy-model-for-apparel-export-enterprises/288502
http://www.irma-international.org/chapter/post-covid-19-australian-and-indian-collaboration-for-enhanced-effectiveness-in-the-resource-sector-for-renewable-energy/296784
http://www.irma-international.org/chapter/post-covid-19-australian-and-indian-collaboration-for-enhanced-effectiveness-in-the-resource-sector-for-renewable-energy/296784
http://www.irma-international.org/article/effect-of-performance-appraisal-system-on-employee-satisfaction-in-budget-hotels-of-kolkata/306211
http://www.irma-international.org/article/effect-of-performance-appraisal-system-on-employee-satisfaction-in-budget-hotels-of-kolkata/306211
http://www.irma-international.org/chapter/drivers-of-financial-technologies/323045

