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Myxammeo Ymap Hnyea

POJIb TPAHCHAIIMOHAJIBHBIX KOPIIOPAIINIA
B 9 KOHOMMKE HUI'EPUN

AHHOTaNUA

YckopeHre PKOHOMHUYECKOTO Pa3BUTHUSI YCUIIMBAETCS KOJIMYECTBOM HMMEIOLIEHCS HH-
bpacTpyKTypbl, KOTOpas CHOCOOCTBYET NESATEIbHOCTH, PACIIUPSIONICH 3KOHOMHUKY 000U
cTpaHbl. TOUYHO TaK ’k€ B COBPEMEHHOM MHPE HU OJIHA HAILlUsl HE MOXKET Pa3BUBATHCS KAaK 3aM-
KHYTas CUCTE€Ma, HE JOIYCKarollas MPUTOKa PeCcypcoB M3BHE. VIMEHHO MO3TOMY BKJIAJ Ips-
MBIX MHOCTpPaHHBIX MHBECTULIUN B YCKOPEHUE Pa3BUTHsI, OCOOEHHO B Pa3BHUBAIOILMXCS CTpa-
Hax, BpsJ 1 MOXKHO niepeonieHuTh. B 2018 r. Hurepus npeanpuHsiia OorpoOMHbIC YCUIIUS TS
NpUBJICUEHHS OOJIBIIEr0 YUCIIa HHOCTPAHHBIX MHBECTOPOB, TAK)KE HEIABHO 3aHSB MSTOE Me-
cTo cpeau kpynHenmux moaydareneit [IMU B Adbpuke. OqHako aBTOp MOAYEPKUBACT, YTO B
XXI Beke IIMU urpatot 601bl1yH0 pOib AJi JOOOr0 YCHEIIHOTO ’KOHOMUYECKOTO pOCTa B
CTpaHaxX TPETbEro MHUPA, U 3TO MPOUCXOJUT, IOTOMY YTO cama CyTh 3KOHOMHYECKOTO pa3BH-
THUS 3aKJII0YaeTCst B OBICTPOI M 0HOBpeMeHHO 3(PPEeKTHBHOI mepenade U BHEIPEHUU TIepe-
JIOBOW MPaKTUKH 4yepe3 rpaHulibl. [loaTromy oueBuaHO, 4TO SKOHOMUKA Hurepun B HanOoIb-
men crenenu 3aBucut ot THK.

B crarbe OCHOBHOE BHUMAaHHUE YJEISAETCS MOHATUIO M POJIM TPAHCHALIMOHAJIBHBIX KOp-
IIOPALMK B HUT'EPUMCKON YKOHOMUKE; aBTOp paccMorpes mHorue teopun THK u 10, Kak 31
TEOPUU COOTHOCATCA C Pa3BUTHUEM HHUTEPUMCKOW SKOHOMHUKH. OJHAKO AJS TOTO YTOOBI MOJ-
Jepxkath ¥ yBenuuuTh nputok [11MHW, aBTop cunTaer HEOOXOIUMBIM, YTOOBI HBIHEITHHE TIIa-
Hel Hurepuu, ocoOeHHO B 00JacCTH 3ApaBOOXPAHEHHUS, YEJIOBEUECKOTr0 KamuTana u HH)pa-
CTPYKTYPBHI H T. [I., ObUIH B XOPOIIIEM COCTOSHHH.

KuaroueBble c1oBa
TpaHcHaIMOHATIBHBIE KOPIOpAIMy, MPsSIMble MHOCTPAHHbIE WHBECTUIIMH, KOHOMUYE-
CKHE ITOKa3aTeliu, rno6ann3aum, HI/Il"epI/II\/'ICKaSI 3KOHOMHMKA, MemnyHapongme IIOTOKHU KaIlnu-
Tana, rodaabHOE COMEPHUYECTRO.
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Annotation

Acceleration of economic development is enhanced by the quantum of infrastructure
available, which promote activities that enlarge the economy of any nation. Equally, in to-
day’s world no nation can develop as a closed system that is not allowing the inflow of re-
sources from outside. This is why the contribution of foreign direct investment in accelerating
development especially in a developing country can hardly be over-stressed. In 2018 Nigeria
made a tremendous efforts in order to attract more foreign investors, also of recent ranked the
fifth largest recipients of FDI in Africa. However, the author emphasizes that in the 21st cen-
tury FDI plays a big role for any successful economic growth in a world-third economies and
this is because the very essence of economic development is the rapid and also efficient trans-
fer and adoption of best practice across borders. Therefore, it is obvious that Nigeria’s econ-
omy makes the most of TNCs.
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This article focuses on the concept and role of transnational corporations in the Nigerian
economy, the author examined many theories of TNCs and how these theories relate to the
development of the Nigerian economy. In order to sustain and boost the FDI inflows, the au-
thor however recommends that the current Nigeria's plans especially in the health, human cap-

ital and infrastructure etc. be highly maintained.

Keywords
Transnational corporations, Foreign Direct Investment, Economic Performance, Global-
ization, Nigerian Economy, International Capital Flows, Global Rivalry.

Introduction

Nigeria as Africa's largest economy
has put in so many efforts in order to at-
tract foreign investors, as of today Nigeria
is still among the top five largest recipients
of FDI in Africa. In order to elaborate for-
eign direct investment policy Nigeria still
seeks to diversify its revenue base with the
active participation of transnational corpo-
rations (TNCs) in order to reduce to over-
dependence on oil. According to (Ajayi,
2006), Foreign direct investment contrib-
utes to growth in a substantial manner be-
cause it is more stable than other forms of
capital flows. Tang, Selvanathan and Sel-
vanathan (2008), state that transnational
corporations (TNCs) diffuse technology
and management know-how to domestic
firms. Accomplishment of government
policies of stimulating the productive base
of economy depends mainly on her ability
to attract satisfactory level of foreign in-
vestment [1]. For a consuming economy
like to reshape into a supply economy re-
quire the heavy duty presence quality pro-
duction capacity which can mostly be en-
gineered by FDI. Investment environment
is a key factor for foreign investment and
infrastructural availability is another major
booster that multiplies the threshold of
Foreign Direct Investment in developing
economy like Nigeria.

Continuity in government policy
agreement and execution is another major
factor that will trigger investment. Howev-
er, various government administrations
have solicit for foreign investment in Nige-
ria by entering into all necessary manners
of agreement, but the question is what are

infrastructural level of Nigerian govern-
ment to attract foreign investment and how
has such expenditure boosted economic
growth for foreign investment to thrive.
Caves (1996) considers that efforts made
by various countries in attracting foreign
direct investments are due to the potential
positive effects that this would have on
economy. FDI would increase productivi-
ty, technology transfer, managerial skills,
know-how, international production net-
works, reducing unemployment, and ac-
cess to external markets.

Materials and methods

Nigeria has played host to transna-
tional corporations (TNCs) long before
independence till date. Number and activi-
ties of these transnational corporations
(TNCs) have grown over time as Nigeria
struggles to develop socio-economically as
a nation. After fifty years of nationhood,
the economic growth trajectory of Nigeria
is at best cheered in spite of the growing
presence of these transnational corpora-
tions (TNCs) in its core sectors of oil,
banking and manufacturing sectors
(Awolusi, 2012; Onudogo, 2012). The
study of Otokiti (2012) revealed that chal-
lenges faced by transnational corporations
(TNCs) during entry into Nigerian market
include government regulations and poli-
cies, geographical location, language barri-
er, shortage of skilled labour and low level
of technological development. From a
technology transfer perspective, weak lev-
els of intellectual property protection in
developing countries prevents both down-
stream and up-stream technology transfer
activities; fear of unauthorized use of pro-
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prietary knowledge prevents foreign com-
panies from entering into technology trans-
fer activities with local entities (down-
stream technology transfer); on the other
hand it also deprives local innovators of
opportunity to license their inventions to
foreign entities (up-stream technology
transfer) (Awolusi, 2012; Awolusi, 2012b;
Diamant, Davison and Pugatch, 2007) [2].

According to Oyejide (2005) con-
cluded that capital flows have their ad-
vantages and disadvantages. This however
totally depends on the initial conditions of
the developing economy concerned. It in-
deed can stimulate growth of the real sec-
tors when the initial conditions are right. It
could retard growth however, due to mac-
roeconomic shocks that could undermine
the stability of real sector and impose
higher adjustment cost on the economy.
Otepola (2002) examines the importance
of foreign direct investment in Nigeria. He
concluded that FDI contributes significant-
ly to growth especially through exports.
The Nigerian governments have taken
measures to attract foreign investors into
the country in order to augment domestic
resources to finance planned growth. The
measures which indeed include the repeal
of laws that are inimical to foreign invest-
ment, different oversea trips for image
laundry by the government. A related ef-
fort was the restructuring and reforming
banks in Nigeria with a view to reposition-
ing and stabilizing their operations and in
the long-run enhance the level of financial
inter mediation in the country (Osuagwu
and Nwokoma, 2017). Consequently, the
amount of FDI inflow into Nigeria has
reached about 2.23 billion USD in 2003
and it rose to 5.3 billion USD in 2004 and
in 2005 rose to 9.92 billion USD (total of
87 % increase). In 2006 the figure declined
to 9.44 billion USD has continued to de-
cline since 2006 up till 2015 (Central Bank
of Nigeria-CBN) [3].

However, Nigeria received $5.36
billion capital importation (inflows) in the
third quarter (Q3) of 2019, compared to
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$ 5.82 billion in the second quarter (Q2).
This is the inflows received in the year due
to the bother closure. However, the latest
capital importation report shows a worry-
ing trend. For example, the inflows of FDI
into the economy dropped further, FDI re-
mains abysmally low. Analysts have stated
that the low inflows of FDI is not good for
the economy as other forms of capital im-
portation has very low potential to drive
the economy as FDI does. According to the
latest capital importation report released by
the National Bureau of Statistics (NBS),
$ 5,36 billion capital importation received
in the third quarter represents a -7,78 %
contraction from the total amount ($ 5,82
billion) received within the second quarter
(Q2). Meanwhile, year-on-year, capital
inflows rose by 87,99 % [3].

Results

In Africa, and in particular the sub-
Saharan Africa, there is a general low level
of infrastructure development, and from
our introductory background we have con-
jectured that this scenario might be one of
the reasons Africa share of Direct Foreign
Investment (FDI) is very low. Consequent-
ly, it is averred here that this might be con-
tributing in slowing down the economic
development of the African continent as a
whole and Nigeria in particular. Nigeria as
a nation has found out that the low level of
infrastructure development is hindering her
development and the ability to occupy her
place among the committee of nations, de-
spite being the largest economy in Africa.
Nigeria, having about 27 % of Africa’s
GDP and 76 % of GDP of the West Afri-
can sub-region, holds a lot of potential to
unlock Africa’s development. However,
Africa's economy is growing and rapidly
so. Nigeria occupies a key place in this ex-
ponential growth as the biggest economy
in the continent. As the most populous
country in Africa, the seventh most popu-
lous country in the world offers a strategic
market for all manner of foreign invest-
ments. One of such markets is the real es-
tate industry. In recent years the real estate

2020 Ne 2 (70) BectHuk PocTOBCKOro rocy1apcTBeHHOro YKoHOMIUYeckoro yausepcutera (PUHX)



industry in Nigeria has been among the
world’s fastest growing, and Knight
Frank’s 2015 Africa Report claims that
property searches from outside Nigeria
have increase from under 30 % to well
over 45 % of all searches on Knight Frank
website. This suggests a wave of serious
interest from foreign investors’ portfolio
observers in the Nigerian market. As it is
expected, there is renewed confidence in
the industry from both foreign and local
investors, high demand from a young as-
piring population, rapid urbanization and
increased rural-urban migration. Yet, a
pessimistic perspective suggests that the
impact of TNCs this development could be
negative due to mounting pressure on in-
frastructure with government struggling to
keep up with the demand pressure. It is not
difficult to agree with this view given the
rising cost of real estate investment in Ni-
geria as investors bear the burden of not
just providing real estate but necessary in-
frastructure and basic amenities such as
roads, street lights, water, security etc.
Arthur Nwankwo (1981) warned and
argued that no country can actually provide
the welfare of its citizen as long as its
economy is shackled. However, many
studies showed that transnational corpora-
tions are highly adaptive agents and there-
fore, the degree to which foreign direct in-
vestment helps or hurts a developing coun-
try will be heavily influenced by the policy
choice of the host country. Consequently,
this study, by looking at FDI as an alterna-
tive financial measure for economic devel-
opment in Africa, making Nigeria a case
study has established further the frontier of
knowledge by adding to existing literature
proponent. Hence, to increase inflow of
FDI and its performance, the following
recommendations are postulated: Ugwueg-
be et al (2013) shows that the rate of secu-
rity challenges in the country are alarming.
Hence, Nigerian government should tackle
and arrest the security challenges in the
country most especially in the northern
part of the country because if the economy
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is distressed, it will affect domestic in-
vestment and FDI won’t be attracted [4].

For decades, Nigeria has been expe-
riencing disappointing performance in
terms of economic development. As a re-
sult there is no improvement in terms of
reduction of poverty level. In the era of
globalization it is believed by many devel-
oped nations that market openness is the
only way to solve the problem of under
development. The essence of globalization
is to move the economy towards external
liberation, focusing on market-oriented
economic system export-led strategy and
stabilization of the economy. In Nigeria, it
was the era of structural adjustment pro-
gram in collaboration with the IMF and
World Bank. The governments in the de-
veloping world believe that it is more de-
sirable to globalize which simply means to
open up the economy and penetrate the
international markets (Bokhari and Del
Duca, 2008).

Discussion

Nigeria needs massive inflows of
foreign investment in order to transform
her economy, to upgrade dilapidated infra-
structure and «plug» on the electronic age
of computers and the interest. An absolute
pre conditions for success is the design and
implementation of policies and measures
that would have the policy environment
investment more friendlily (lyoha, 2000).
United Nations Conference on Trade and
Development (UNCTAD, 2019) reported
that many countries continued policy efforts
aimed at attracting foreign direct invest-
ment. In 2017, 65 countries and economies
adopted at least 126 investment policy
measures, of which 84 % were found favor-
able to investors. Report also indicated that
there is the need to have modern industrial
policies to contribute to a sustainable devel-
opment strategy, policy makers need to en-
hance their coherence and synergy with na-
tional and international investment policies
and other policy need such as social and
environmental policies and the need for
safety in term of security [5].

2020 Ne 2 (70) BectHuk PocTOBCKOro rocy1apcTBeHHOro YKoHOMIUYeckoro yausepcutera (PUHX)



Investment serves as a major source
of economic growth in any country, Nige-
ria inclusive; whether it is from domestic
or foreign sources, its importance is crucial
for sustainable economic performance.
Economic role of transnational corpora-
tions (TNCs) is simply to channel physical
and financial capital to countries with capi-
tal shortages. As consequence, wealth is
created, which yields new jobs directly and
through «crowding-iny» effects. In addition,
new tax revenues arise from transnational
corporations’ generated income, allowing
developing countries to improve their in-
frastructures and to strengthen their human
capital. By improving the efficiency of
capital flows, transnational corporations
reduce world poverty levels and provide a
positive externality that is consistent with
United Nations’ (UN) mission — countries
are encouraged to cooperate and to seek
peaceful solutions to external and internal
conflicts (Quinlivan, 2005). In all, transna-
tional corporations (TNCs) can spur eco-
nomic activities in developing countries and
provide an opportunity to improve the qual-
ities of life, economic growth, and regional
and global commons (Litvin, 2002) [5].

Activities of transnational corpora-
tions are supportive to the growth and de-
velopment of many countries including
Nigeria. Transnational corporations are
capable of contributing to the growth of
real output direct investment in production
of tangible goods in economy. Presence of
transnational corporations in host countries
reduces the host countries’ propensity to
import and leads to increased competition
in the host countries which promote effi-
cient allocation of production resources
(Bakare, 2010). Nigeria has witnessed high
inflows of foreign direct investment as a
result of investment in the Global System
of Mobil (GSM) telecommunication. Oil
sector of economy has also witnessed an
increased level of FDI as evidenced by in-
creasing numbers and operations of oil
transnational corporations in country,
transnational corporations transfer tech-
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nology directly to their foreign owned en-
terprises and indirectly to domestic owned
firms in host countries [6].

Conclusion

Also, transnational corporations keep
increasing investment levels and income in
Nigeria , promote improvement in their
immediate environment, create access to
high quality managerial skills, improve the
balance of payment of host countries by
increasing exports and decreasing imports;
help to equalize the costs of factors of pro-
duction. They stimulate domestic produc-
tion and enhance efficiency and effective-
ness in the production process; stimulate
positive responses from local operators.
Most well-known Nigerian entrepreneurs
started by working for transnational corpo-
rations, where they acquired relevant skills
and knowledge that gave them the impetus
to launch out. Also, Nigerian government
have being been able to expand their tax
base through the generated income of
transnational firms. Tax paid by foreign
firms has been used to provide infrastruc-
tures and boost up the economy of the na-
tion. Nigeria has benefitted from foreign
direct investment than any other country in
West Africa because it is major recipient
of foreign direct investment in the region.

As some authors mark, «leading
multinational corporations are the flagships
of global processes of building intellectual
capital, because they are the focus of tech-
nological priorities, development and im-
plementation of innovations, technologies,
business models, and integrated knowledge
management systems. Intellectual capital,
which is created and operates within the
framework of transnational business struc-
tures, is of particular importance in context
of increasing global competition. Embod-
ied in knowledge, experience (soft skills)
and results of creative work of highly qual-
ified personnel, it becomes a key factor
determining the effectiveness and competi-
tiveness of TNCsy [8].

Transnational corporations have
spurred up economic activities in Nigeria.
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They create employment opportunities and
improve the standard of living in host
countries. Most citizens of Nigeria who
were recruited and trained by transnational
corporations acquire the knowledge and
skills used to work in these firms and to
start their own business. Since the gap in
technology intensities from TNCs in Nige-
ria seemed to be widening despite the re-
cent comparative improvement in FDI in-
flows into the country, there is urgent need
to upgrade learning and capabilities of lo-
cal firms in country, through the formula-
tion of strategic FDI and technology trans-
fer policies to safeguard the possible nega-
tive impact of declining FDI inflows from
TNCs. However, to further attract foreign
investors, Nigeria should strengthen and
broaden policies to facilitate cost effec-
tiveness by reducing tariffs on imported
inputs, also in order for Nigeria to fully
benefit from globalization there is a need
for stronger intuitions and sound policies
to facilitate international trade as well as
improvement in telecommunications, in-
frastructure (roads, electricity etc.) and se-
curity of country as it will bring more For-
eign Direct Investment.
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