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ABSTRACT 
This study analyzed the effect of foreign direct investment on economic growth in Nigeria between 

1981-2023. The specific objectives are: to examine; the effect of foreign direct investment in 

Agriculture, foreign direct investment in telecommunications, Secondary sources of data were employed. 

The data were sourced from the Central Bank of Nigeria Statistical Bulletin. The following variables 

were employed: economic growth as the dependent variable, while foreign direct investment in 

Agriculture, foreign direct investment in telecommunications, is the independent variables. The study 

employed descriptive statistics, unit root test, co integration and regression analysis for the analysis. 

From the analysis it was found that; Foreign direct investment in agriculture has significant effect on 

economic growth (t-test 2.147663, p=0.0385); Foreign direct investment in telecommunications has 

significant effect on economic growth (t-test 5.124415, p=0.0000); The study concludes that foreign 

direct investment has positive significant effect on economic growth in Nigeria. The study recommends 

that Government should provide rural infrastructure (roads, irrigation, storage facilities) to attract 

sustainable agricultural FDI, strengthen land tenure security and regulatory framework to give foreign 

investors confidence while protecting local farmers. Government should expand incentives for FDI in 

broadband and rural connectivity, bridging the digital divide and enabling increase economic growth.  

Keywords: foreign direct investment, economic growth, foreign direct investment in Agriculture, 

foreign direct investment in telecommunications, 

 

INTRODUCTION 

FDI (Foreign Direct Investment) means an investment from one country into business interests located 

in another country, involving a lasting interest and significant influence, typically 10% or more of 

voting stock, to gain control or a lasting interest in an enterprise abroad, often through setting up new 

operations, acquiring existing companies, or joint ventures, to access new markets, resources, or 

labor. It's a key part of globalization, facilitating capital, goods, and information flow, differing from 

portfolio investments by involving long-term management control. The cross-border movement of 

productive resources is a substantial aspect of the modern world. Substantial volumes of capital are 

transferred between nations on a daily basis. These movements have a substantial impact on the 

production of goods and services, job prospects, and the distribution of output across different regions 

of the globe (Byamugisha, 2013). Capital flows occur when a citizen of one nation invests in another 
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nation. Investment may manifest in several ways, one of which is foreign direct investment (FDI) 

(Akpakpan, 2019). Over the years, foreign capital inflows have developed into a crucial source of 

investment for many developing countries, particularly in Africa south of the Sahara, where a lack of 

domestic resources is often experienced. A lot of these investments, are in the form of personal 

remittances from the emigrant population, foreign direct investment (FDI), foreign portfolio 

investment (FPI), government development aid (ODA), and overseas borrowing.  

However, foreign direct investment has the potential to stimulate the country’s development through 

various economic sectors such as agriculture, forestry, and fisheries, all of which play an important 

role in the country’s development. FDI in agriculture has received a considerable amount of attention 

in recent years (Deininger et al., 2011 ). Hence, many studies have been done to find out how foreign 

direct investment (FDI) affects economic growth (e.g., Opoku et al., 2019). The results show that FDI 

has a positive effect on economic growth and a significant effect on the service and agricultural 

sectors. Foreign direct investment in agriculture plays a crucial role in reducing a country’s poverty. 

As explained, some studies in African countries (e.g., Gohou & Soumaré, 2012) showed that FDI has a 

positive relationship with poverty reduction. Simultaneously, Walkenhorst (2000) in Central Europe 

and Kemeny (2010) both emphasized the positive influence of foreign direct investment on 

technological modernization. 

Foreign direct investment (FDI) in Nigeria’s telecommunications sector has been a major driver of 

economic growth, particularly since the liberalization of the sector in the early 2000s. The influx of 

foreign capital has significantly expanded infrastructure, improved network coverage, enhanced 

internet and mobile penetration, and increased the sector’s contribution to the nation’s GDP from less 

than 1% in 1999 to over 14% by 2024. FDI has also facilitated the development of Nigeria’s digital 

economy, enabling innovations in financial services, e-commerce, education, and health (Anidiobu et 

al. 2020). The spillover effects have led to job creation, improved connectivity, and increased 

productivity across other sectors of the economy. For FDI in telecommunications to continue 

contributing meaningfully to Nigeria's economic development, supportive government policies, 

improved regulatory frameworks, infrastructure investment, and focus on local capacity building are 

crucial. Addressing these areas will ensure that Nigeria not only attracts more foreign investment but 

also maximizes its benefits for inclusive and sustainable economic growth  

Economic growth is the increase in an economy's capacity to produce goods and services over time, 

measured primarily as the percentage rise in Real Gross Domestic Product (GDP), meaning more stuff 

(adjusted for inflation) is being made. It signifies quantitative expansion, showing a larger monetary 

output, but differs from broader economic development, which also includes qualitative improvements 

in living standards, healthcare, and education.   

1.2 Statement of the Problem 
Nigeria has the capacity to grow into a great country, but its economy does not have the capital to meet 

the need for investments. Bringing in foreign direct investment (FDI) has been one of Nigeria's 

policies over the years to accelerate economic growth and development. The problems of foreign 

direct investment in Nigeria ranges from political instability and security concerns: regulatory and 

bureaucratic hurdles, infrastructure deficiencies, corruption and governance issues, economic 

volatility. Political and governance challenges, such as political instability, corruption, weak regulatory 

frameworks, and inconsistent policies, negatively affect economic growth by deterring Foreign Direct 

Investment (FDI) inflows. These challenges increase investor uncertainty and transaction costs, reduce 

investor confidence, and lead to inefficiencies and resource misallocation. Consequently, the potential 

for FDI to contribute to capital formation, technology transfer, job creation, and skill development is 

diminished, hindering overall economic growth and sustainable development (Okonkwo, 2021).  

Again, economic and infrastructure challenges can significantly hinder economic growth, even with 

Foreign Direct Investment (FDI), by increasing costs, reducing productivity, limiting market access, 

and discouraging further investment. Specifically, deficits in energy, transportation, and 

communication infrastructure increase operational costs for businesses and reduce competitiveness. 
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Economic challenges underdeveloped institutional framework can also create an unfavorable 

investment climate, deterring potential investors and preventing the full realization of FDI's benefits, 

such as technology transfer, capital formation, and job creation (Onabote, Adama, Obasaju & Bright, 

2022). 

The motivation for many of Nigeria's economic reforms has been the country's desire to draw in 

investment, especially foreign direct investment, but this seems very difficult to achieve 

(Okwuchukwu 2015). The obvious shortcoming of past Nigerian studies like Onabote (2022), Ominiyi 

(2019), Okonkwo (2021), Uwazie (2015), Alphonsus (2019), Murtala (2017), Ugwuegbe (2013), Iyke 

(2017), Uzoka (2012), Uremadu (2016), Awe (2013), Benson (2019), Ignatius (2019), Barguellil 

(2018), Obiakor (2021), Njogu (2013), resides in their incapacity to assess the degree to which the 

Nigerian economy has succeeded in luring FDI. However, from the studies listed above, most of them 

looked at only one independent variable while conducting their research. Some of them concentrated 

on FDI and economic growth; others looked at Exchange rate fluctuation and economic growth. But 

this study will break down the FID into component such as, (FDI in Agriculture, telecommunication, 

manufacturing and construction). This study seeks to examine the effect of foreign direct investment 

on economic growth in Nigeria. 

1.3 Objectives of the study 

The main objective of this study is to examine the effect of foreign direct investment on economic 

growth in Nigeria. The specific objectives are to: 

1. ascertain the effect of foreign direct investment in agriculture on economic growth  

2.  determine the effect of foreign direct investment in telecommunication on economic growth  

1.4 Research Hypotheses 

The hypotheses formulated in null form guided the study 

H01:  Foreign direct investment in agriculture does not have significant effect on economic growth  

H02: Foreign direct investment in telecommunication does not have significant effect on economic 

growth. 

 

REVIEW OF RELATED LITERATURE 

2.1 Conceptual Review 

2.1.1 Foreign Direct Investment 
John (2016) defined FDI as a procedure wherein money and technology are transferred from 

developed to poor nations Farrell (2018) states that FDI is the combination of entrepreneurship, 

capital, management, and technology that a business employs to function and offer goods and services 

in a foreign market. According to UNCTAD (2017), FDI is a long-term partnership demonstrating the 

long-term interest and control of a resident entity in one economy (foreign direct investor or parent 

enterprise) over an enterprise located in a different economy.  There is no specific definition of 

Foreign Direct Investment (FDI) owing to the presence of many authorities like the Organization for 

Economic Cooperation and Development (OECD), International Monetary Fund (IMF), International 

Bank for Reconstruction and Development (IBRD) and the United Nations Conference on Trade and 

Development (UNCTAD). All these bodies have attempted to illustrate the nature of FDI from 

different perspectives.  

According to IMF (2013), FDI refers to the capital flows from abroad that is invested in the productive 

sector of the economy and are usually preferred over other forms of finances because they are non-

debt creating, non-volatile and their returns depend on the performance of the projects financed by the 

investors. FDI also facilitates international trade and transfer of knowledge, skills and technology. It is 

also described by UNCTAD (2014) as the source of economic development, modernization and 

employment generation, whereby the overall benefits triggers technology spillover, assists human 

capital formation, contributes to international trade integration and particularly exports; helps to create 

a more competitive business environment, enhances enterprise development, increases total factor 

productivity and improves efficiency of resource  use (Chatterjee, 2019). According to the OECD 
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(2018), foreign direct investment (FDI) is the term used to describe cross-border investments made 

into a company located in another economy by a resident entity from one country. Additionally, 

according to UNCTAD (2021), FDI is defined as "investment involving a long-term relationship and 

reflecting a lasting interest and control of a resident entity in one economy (foreign direct investor or 

parent enterprise) in an enterprise resident in an economy other than that of the foreign direct investor 

(FDI enterprise or affiliate enterprise or foreign affiliate)".  

2.1.2 Economic Growth (EG) 

In terms of GDP, EG is the rise in a nation's production capacity (Ehikioya 2019). It is gauged by the 

rise in the quantity of products and services in a period. Growth happens when the production ability 

of a nation rises and is subsequently applied to the production of extra commodities and services. This 

research uses GDP as a variable for economic growth. Economic Growth is generally taken to mean 

the process whereby the country’s real national and per capita income increases over a sustained 

period of time. It means constantly increasing volume of production in a country, or an increase in the 

gross domestic product as the main quantitative indicators of production for a period of one year (Ivic, 

2015).  

On her part, Haller (2012) sees economic growth as the process of increasing the sizes of national 

economies, the macro-economic indications, especially the GDP per capita, in an ascendant but not 

necessarily linear direction, with positive effects on the economic sector. She stated further that 

economic growth is a complex, long-run phenomenon, subjected to constraints like: excessive rise of 

population, limited resources, inadequate infrastructure, inefficient utilisation of resources, excessive 

governmental intervention, institutional and cultural models that may make the increase in GDP 

difficult, etc. Economic growth is obtained by an efficient use of the available resources and by 

increasing the capacity of production of a country. It facilitates the redistribution of incomes between 

population and society. The cumulative effects, the small differences of the increase rates, become big 

for periods of one decade or more. 

 
2.2 Theoretical Framework 

2.2.2 Industrialization Theory on FDI and Spillover Effects 

Hymer’s (1976) pioneering study on multinational companies (MNCs) drew attention to neglected 

aspects of MNCs’ role as global industrial organizations. Hymer’s view was a major departure from 

the orthodox theoretical economic literature. The standard neoclassical trade theory of Heckscher and 

Ohlin, for example, carried restrictive assumptions about the immobility of factors of production and 

identical production functions across national boundaries. It postulated that no international difference 

existed at the scientific and technological levels, not to mention technology transfer and spillovers. In 

the neoclassical financial theory of portfolio flows, multinational enterprises had been viewed as 

simply an arbitrageur of capital in response to changes in interest rate differentials. Capital is seen to 

flow from countries where returns are low to those where it is higher to earn arbitrage rents. 

This theory did not distinguish between the roles played in a country’s development by portfolio and 

FDI capital inflows. Hymer’s major contribution was to shift attention away from neoclassical 

financial theory. In his view, FDI is more than a process by which assets are exchanged 

internationally. It also involves international production. By putting forward the idea that FDI 

represents not simply a transfer of capital, but the transfer of a “package” in Arema. J. A (2013) which 

capital, management, and new technology are all combined, Hymer characterized FDI as an 

international extension of industrial organization theory. 

2.3 Empirical Review 

Agbata, Egbunam, et al. (2025) examined the effect of foreign direct investment (FDI) and exchange 

rate (ER) fluctuations on economic growth in Nigeria. An ex post facto research design was used. Data 

were sourced from the CBN statistical bulletin and Bureau of Statistics publication covering the time 

frame of 10 years, from 2012 to 2021. Using regression analysis via E-view 9.0, the study revealed 

that FDI, export rate, and exchange rate have positive but insignificant effects on economic growth in 
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Nigeria. However, the inflation rate has a negative significant effect on economic growth in Nigeria. 

This implies that as foreign direct investment, export, and exchange rate increase, gross domestic 

product also increases and vice versa. Likewise, the increase in the inflation rate led to a decrease in 

the economic growth of the country and, thus, became significant to the gross domestic product.  

Edobot, Nwikina and Kenigheni, (2025) investigated the effects of sectoral foreign direct investment 

on economic growth in Nigeria from 1985-2022. The Augmented Dickey Fuller (ADF) and 

Autoregressive Distributed Lag (ARDL) tests were utilized as the analytical methodologies. The 

ARDL analysis showed that over a prolonged period, foreign direct investment (FDI) in the 

agricultural and service sectors has a beneficial impact on economic growth, although this effect is not 

statistically substantial. FDI in the transport and communications sector has a beneficial and 

substantial impact on economic progress. Nevertheless, FDI in the industrial sector has a detrimental 

and substantial impact on economic growth. FDI in agricultural and service sectors had favourable but 

statistically negligible benefits on economic growth in the near term. FDI in the industrial, transport, 

and communications sectors had a detrimental and substantial impact on economic growth. Therefore, 

it was determined that there is a clear correlation between FDI and economic growth in Nigeria. The 

government should provide a more conducive climate to stimulate an increase in FDIs across different 

industries.  

Ogbaragu, Ofor, et al.  (2024) investigated the effect of Foreign Direct Investment (FDI) on Economic 

Growth in Nigeria and Ghana using data spanning from 1981 to 2022 sourced from reputable 

institutions, including the Central Bank of Nigeria, Bank of Ghana, World Bank, International 

Monetary Fund (IMF), and United Nations Conference on Trade and Development (UNCTAD). Gross 

Domestic Product (GDP) per capita served as the key indicator of economic growth, calculated by 

dividing total GDP by population size. FDI, Inflation Rates, and Exchange Rates were examined as 

independent variables. Ordinary Least Square (OLS) regression analysis was employed, and the model 

was adapted from previous studies. Descriptive statistics highlighted substantial FDI inflows in both 

countries, with Nigeria exhibiting a mean FDI of USD 2.47 billion and Ghana's USD 1.13 billion. 

Analysis revealed the significance of FDI in driving economic growth in both nations, with 

coefficients of 9.10E-08 for Nigeria and 2.85E-07 for Ghana. Additionally, Exchange Rates 

demonstrated a positive effect on GDP per capita in both countries, emphasizing the importance of 

currency stability. Co-integration tests suggested stable long-term relationships between FDI and 

Economic Growth.  

Akindine and Fowowe (2025) examined the moderating role of financial development using both 

bank-based and market-based measures between 1990 and 2022. Dynamic Ordinary Least Square 

(DOLS) was the estimation technique. The findings showed that even though both FDI and measures 

of financial development had negative effects on economic growth without interaction, the interactions 

between FDI and financial development had a positive effect on economic growth. FDI and financial 

development had positive significant effects on growth when FDI was augmented with financial 

development irrespective of the measures of financial development. This, therefore, supports the 

theory that says the presence of absorptive capacities such as financial development enhances the 

effects of FDI on growth. Based on these findings, government through the Central Bank should 

embark on a policy to enhance the level of financial development in the economy. This will go a long 

way in achieving the positive effect of FDI on Nigeria’s economic growth. 

Ukangwa, Nwanosike and Onwuka, (2022) analyzed the impact of foreign direct investment on the 

Nigeria economic growth over the period of 1987- 2017. The type of data used in this study is 

secondary; sourced from various publications of Central Bank of Nigeria, such as; Statistical Bulletin, 

Annual Reports and Statement of Accounts. The regression analysis of the Augmented Dickey Fuller 

Unit Root Test (ADF) and Auto-Regressive Distributive Lag (ARDL) were the estimation technique 

employed in this study to determine the stationarity order of integration and the relationship between 

Foreign Direct Investment and economic growth. The findings revealed and concluded that there exists 

a long run relationship between foreign direct investments on the Nigeria economic growth. That is, 
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economic growth is directly related to inflow of foreign direct investment and it is also statistically 

significant at 5% level. This implies that foreign direct investment is an engine of economic growth.  

Nnajieze (2025) examined the impact of foreign direct investment (FDI) on poverty reduction in 

Nigeria, with a focus on achieving Sustainable Development Goal One (SDG 1), covering the period 

from 1985 to 2023. The country still stands as one of the poorest in the world despite foreign financial 

inflows, FDI inclusive, and a large number of people who live in extreme poverty. The study examines 

the long-term connection between FDI and the poverty headcount ratio taking into account other 

external financial inflows such as remittances, foreign portfolio investment, and official development 

assistance. The study, using econometric analysis, demonstrates that while FDI shows a statistically 

non-significant positive impact on the poverty headcount ratio, it may contribute to poverty reduction 

using employment creation and economic growth. The research additionally brings out the fact that 

government regulation comes into play in attracting FDI that is geared specifically towards poverty 

alleviation.  

Orogwu, Fakaode, et al, (2021) conducted a sectoral analysis of the contribution of foreign direct 

investment on Nigeria economy between 1980-2019. Time series data from Central Bank of Nigeria 

and World Bank Development Indicators was used to estimate the relationship using Auto Distributed 

Lag Model (ARDL. It was revealed that foreign direct investment not only exert a direct positive effect 

on the aggregate growth rate of Nigeria economy but also exert a positive indirect effect through 

labour. It was also discovered that agriculture sector is the only sector that does not enjoy significant 

contribution of foreign direct investment in Nigeria while petroleum and Gas experience the greatest 

growth attributable to foreign direct investment in Nigeria.  

 

METHODOLOGY 

3.1 Research Design 
This study employed ex-post facto research design.  The study relied on historical time series 

secondary data that was collected from the Central Bank of Nigeria’s Annual Statistical Bulletin. 

According to Kerlinger (1973), ex-postfacto design is a systematic empirical inquiry in which the 

investigator does not have direct control over the value of the variables included in the study 

3.2 Nature and Sources of Data 
Data for the study are secondary data and were obtained from Central Bank of Nigeria (CBN), 

Statistical Bulletin, between 1981 and 2024. This covered the period when Structural Adjustment 

Programme (SAP) was introduced.  

3.3 Model Specification 
The fundamental and linear equation, of the model was drawn from the theoretical literature and 

empirical literature reviewed in the previous chapter. It was observed that there is a causal link 

between foreign direct investment and economic growth in Nigeria. In this section, we will pursue the 

same objective further by specifying our model. 

This study modified the model of Obialor, Okoye. and Ifurueze. (2023) who studied the effect of 

foreign direct investment on economic growth in Nigeria. 

The adopted model is stated thus: 

RGDP= f (FDI, FPI, EXDS) 

The econometric form of the model is 

RGDP= b0+ b1 FDI + b2FPI + b3 EXD+ Ut +- - - 1 

Where RGDP= Real Gross Domestic Product 

FDI= Foreign Direct Investment 

FPI= Foreign Portfolio Investment 

EXD= External Debt 

b0 = the constant 

b1- b3 = the coefficients of the explanatory variables 

Ut = Error term 
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The present study included the variables as shown in the function below, and model were 
further broken into four models 

RGDP = (FPIA, FDIT,)………………..Model 2  

Where: 

RGDP = Real gross domestic product 

FDIA = Foreign Direct Investment in Agriculture 

FDIT= Foreign Direct Investment in Telecommunication 

 

The relationship can be explicitly expressed in an econometric equation thus: 

RGDP = b0 + b1FDIA + b2 FDIT + µt...................... equation 2 

Where bo is a constant or intercept, b1, b2 andb3 are the coefficients of the explanatory Variables, µt is 

stochastic error term. 

3.4 Method of Data Analysis 
This study used series of econometrics techniques in testing the effect of foreign direct investment on 

economic growth in Nigeria. It employed time series data and this necessitated the use of stationarity 

tests that assisted in determining the appropriate technique for the analysis in order to avoid spurious 

results. The unit root test was followed by the co-integration procedure to examine whether there is 

existence of long run relationship between the variables. The Regression analysis was employed. The 

null hypotheses were tested using the t-statistic, the F-statistic and the P-values 

3.5 Apriori Expectation:  
The a priori expectation in the model is as follows:β1>0, β2>0,. This explains the theoretical linkage on 

the sign and magnitude of parameter of the specified functions.  

> Sign indicates an improvement on standard of living (PI) as the explanatory (independent) variables 

increases by a unit. While, < Sign means decrease on RGDP  with a unit increase in the explanatory 

variables.  

 

DATA PRESENTATION AND ANALYSIS 

4.1. Unit Root Test 

The first stage of co-integration and error correction model is to test for unit root, the whole analysis 

then proceed from it. There exists unit root in most macroeconomics time series. Therefore, it is 

necessary to analyze whether the series are stationary or not whenever time series data are involved. 

The presence of unit root implies that the time series under investigation is non-stationary, the 

absence of a unit roots shows that stochastic process is stationary. The augmented dickey-fuller 

(ADF) test would be employed in this test 

Tables 4.1 Unit Root Result 

Variable  ADF Integration Significance 

LRGDP -6.451304 I (1) 1% 

LFDIT -4.527620 I (1) 1% 

LFDIM -5.421111 1 (1) 1% 

Source: Author’s computation using e-view version 11 

Following the result of ADF test above it is observed that none of the variables are stationary at level, but 

the entire variables become stationary at 1st difference, except foreign direct investment in construction 

that became stationary at 2nd differences. This also follows the simple rule of thumb that once a unit root 

is conform, co-integration is necessary to established.  

4.1.2 Co-integration Analysis 
The aim of co-integration analysis is to determine the long-run equilibrium relationship between the 

variables. In the Engle-granger co integration analysis, variables of consideration are said to be co 

integrated or have a long-run equilibrium relationship if in the OLS regression of one variable on the 

others. Co-integration exists among the variables if they are integrated of the same order. The 

implication of this analysis is that deviation or drift may occur between the variables but this is 
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temporary as equilibrium hold in the long run for them. In this study we used the Johansen co-

integration approach to examine the existence of long-run relationship between the variables of 

interest. Below is the summary of co integration result. 

Table 4.2 co-integration result test  

Unrestricted Co-integration Rank Test (Trace)  

Date: 09/29/25   Time: 02:45    

Sample (adjusted): 1984 2023    

Included observations: 40 after adjustments   

Trend assumption: No deterministic trend   

Series: LRGDP LFDIA LFDIT LFDIM LFDIC    

Lags interval (in first differences): 1 to 2   

      

Unrestricted Cointegration Rank Test (Trace)   
      
      Hypothesized  Trace 0.05   

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**  
      
      None *  0.577746  81.92730  60.06141  0.0003  

At most 1 *  0.459114  47.44139  40.17493  0.0079  

At most 2  0.287915  22.85954  24.27596  0.0746  
      
       Trace test indicates 1 cointegrating eqn(s) at the 0.05 level  

 * denotes rejection of the hypothesis at the 0.05 level  

 **MacKinnon-Haug-Michelis (1999) p-values   

      

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)  
      
      Hypothesized  Max-Eigen 0.05   

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**  
      
      None *  0.577746  34.48591  30.43961  0.0147  

At most 1 *  0.459114  24.58185  24.15921  0.0438  

At most 2  0.287915  13.58235  17.79730  0.1927  
      
      Source: Author’s computation using e-view version 8.1 

Max-Eigen value test indicates 1 co-integrating equations at the 0.5 level* denotes rejection of the 

hypothesis at the 0.05 level **mackinnon-Haug-michelis (1999) P-values. 

Trace test value and Max-Eigen indicates 3 co-integrating equations at the 0.05 level. This 

suggests a long run equilibrium relationship among the variables.  

Co-integration is a pre-requisite for error correction mechanism following the result of co-

integration, there is a long-run equilibrium relationship among the variable, hence, we can move 

over to error correction mechanism. 
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4.3 PRESENTATION AND INTERPRETATION OF RESULT 

Table 4.3 Error Correction Model Result   
Dependent Variable: LRGDP   

Method: Least Squares   

Date: 09/29/25   Time: 02:46   

Sample (adjusted): 1982 2023   

Included observations: 42 after adjustments  
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 5.718928 0.520758 10.98193 0.0000 

LFDIA 0.149059 0.069405 2.147663 0.0385 

LFDIT 0.361095 0.070466 5.124415 0.0000 

ECM(-1) -0.393416 0.246291 -1.597362 0.1189 
     
     R-squared 0.763241     Mean dependent var 10.62052 

Adjusted R-squared 0.758136     S.D. dependent var 1.110878 

S.E. of regression 0.227293     Akaike info criterion 0.006414 

Sum squared resid 1.859843     Schwarz criterion 0.254653 

Log likelihood 5.865304     Hannan-Quinn criter. 0.097403 

F-statistic 188.6720     Durbin-Watson stat 1.860498 

Prob(F-statistic) 0.000000    
     
     

Source: Author’s computation using e-view version 11 

Interpretation of the Regression Result 

Coefficient of determination 

The R2 of the regression coefficient or the measure of goodness of fit is used to judge the explanatory 

power of the linear or multiple regressions. It shows the percentage change in the dependent variables. 

When the R2 = 1, indicates a 100% explanation of the dependent by the independent variables. The 

worst being R2 =0, so the closer R2 is to 1 the better the fitness of the model.  From our regression 

result in table 4.2 above our R2 is 76% and being the test of goodness of fit, this means that our 

independent variables explained about 76% of the total variation in the dependent variable, leaving the 

remaining 24%. This would be accounted for by other variables outside the model, as captured by the 

error term.  

The adjusted R2 is 75%, meaning that even with adjustment in the independent variables; they can still 

explain about 75% of the change in the dependent variables.  

F- Statistic 

F- Statistic which is used for joint influence of the explanatory variables on the dependent variables, it 

tests for the statistical significance of the entire regression plane. From the regression result in table 

above, the value of our f- statistics in the computed output is 188.6720, while its probability value is 

0.000000 as a result we accept and state that there is a significant relationship between the dependent 

and independent variables. 

T- Statistics 

 T- Statistics measures the individual statistics significance of the variables. The model shows that 

foreign direct investment in agriculture (FDIA) is statistically significant to the real gross domestic 

product in Nigeria given its values as 2.147663. Followed by foreign direct investment in 

telecommunication (FDIT) which is statistically significant, this implies that foreign direct investment 

in telecommunication has contributed to the real gross domestic product.  
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Interpretation Based on Economic Criteria 

Apriori criteria is determined by the existing economic theories and states the size and magnitude of 

our parameter estimates. The model shown that foreign direct investment in agriculture (FDIA) has a 

positive sign given its value as 0.149059 this implies that increase in foreign direct investment in 

agriculture (FDIA) increases the real gross domestic product by 14%. However, foreign direct 

investment in telecommunication (FDIT) has a positive sign, given its value as -0.361095 this implies 

that a unit increase in foreign direct investment in agriculture (FDIA) will lead to about 36% increase 

in real gross domestic product.  

Interpretation Based On Econometrics 

The Durbin – Watson, test for auto correlation, will be used to text for the presence or otherwise of 

first order serial correlation. When the value of DW is closer or a little bit above 2.00, it implies the 

absence of auto correlation among the explanatory variable in the model. From our result in table 4.2 

above, the value of DW is (1.8). This does satisfy the above stated condition and implies the absence 

of auto correlation. Hence our variables can be used for predictive purpose. 

4.4 Test of Hypotheses  

The need to examine the collected data and stated hypothesis has called for this sector. The result will 

be composed with the statistical criteria to see if the preconceived notion in this research work holds or 

not.  

Hypothesis One 
H01:  Foreign direct investment in agriculture does not have significant effect on economic growth in 

Nigeria 

From the result report of our test in the table 4.3 above, we find out the value of our t–test for Foreign 

direct investment in agriculture is 2.147663 with a probability of 0.0385, this probability value is less 

than the desired level of significance (0.05). We accept the alternative and reject the null hypothesis, 

which says Foreign direct investment in agriculture have significant effect on economic growth in 

Nigeria  

Hypothesis Two  
H02: Foreign direct investment in telecommunication does not have significant effect on economic 

growth in Nigeria. 

From the result report of our test in the table 4.3 above, we find out the value of our t–test for Foreign 

direct investment in telecommunication is 5.124415 with a probability of 0.0000, this probability value 

is less than the desired level of significance (0.05). We accept the alternative and reject the null 

hypothesis which says, that foreign direct investment in telecommunication has significant effect on 

economic growth in Nigeria  

 

5.2: CONCLUSION 
foreign direct investment has a significant effect on economic growth in Nigeria during the period 

covered by the study. Foreign Direct Investment (FDI) played a vital role in Nigeria’s economic 

growth by providing capital inflows, creating jobs, transferring technology, and fostering international 

trade integration. In Nigeria, FDI has historically been concentrated in sectors such as oil and gas, 

manufacturing, telecommunications, agriculture, and construction. While FDI has contributed to GDP 

growth by expanding industrial capacity and improving infrastructure, its overall impact has been 

mixed due to challenges such as poor infrastructure, weak institutions, insecurity, and overdependence 

on the oil sector. Sectors like telecommunications have shown stronger positive linkages with growth 

through technology transfer and productivity gains, while agriculture often face limited spillovers due 

to low value-addition and policy constraints.  
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5.3: RECOMMENDATIONS 

On the basis of the findings, the study recommended as follows 

Government should provide rural infrastructure (roads, irrigation, storage facilities) to attract 

sustainable agricultural FDI. It should strengthen land tenure security and regulatory framework to 

give foreign investors confidence while protecting local farmers. 

Government should expand incentives for FDI in broadband and rural connectivity, bridging the 

digital divide and enabling wider economic growth and strengthen regulatory framework to encourage 

healthy competition while protecting consumers from exploitative practices. 
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