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CROSS BORDER INVESTMENT INFLOW IN PALM
OIL INDUSTRY IN NIGERIA: KEY SUCCESS FACTORS

The study examined cross border investment inflow in palm oil industry in Nigeria. It focused
on the key success factors for cross border investments inflow. Descriptive survey design method
was adopted in carrying out the study while Pearson Product Moment Correction statistical tool was
used in estimating the parameter of relationship between the regressor and regressand variables of
the study. The key success factors that were subjected to empirical test proved positively significant
to palm oil investment inflow at the r values of 0.745, 0.729, 0.796, 0.652, 0.536, 0.866, 0.598,
0.705, 0.720 and 0.35. These analysis results suggested that market size, product demand size, re-
turn on investment, propensity to gross domestic product and foreign exchange earnings, first mover
advantage, palm oil by-product potentials, availability of labour and effective labour cost, policy on
land use, government policy measures on economic diversification and risk-free operational envi-
ronment are critical to investment inflow in the palm oil industry. Based on these findings, the study
recommends that to harness the vast opportunities in the palm oil industry like other counterpart
nations that are at the forefront in the global palm oil production, government should gear its efforts
towards having sustainable investment policy framework in this new strategic business area, provide
enabling environment and conditions to boost local ad cross border business development in the
industry.

Key words: Cross Border Investment (CBI), Key Success Factors (KSF), Palm Qil Industry.
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Hurepusiaafbl naAbma maiibl CaAaCblHA TPAHCLUEKapaAbIK, MHBECTULLUSIAAD:
TaObICTLIALIKTbIH, HETi3ri pakTopAapbl

3eptTey Hurepusaafbl nNaAbMa Marbl CaAaCblHA MHBECTULMAAAPAbBIH,  TPaHCLUEKapaAbIk,
aFbIHAAPbIH  KapacTbipaAbl. TpaHCLIEKAPAAbIK, MHBECTULMSIAAD aFfbiHbIHbIH Heri3ri TabblCTbIABIK,
(hakTOopAapbiHa Ha3ap ayAapbIAAbL. 3epTTey GapbICbIHAQ CUMATTAMAAbIK, 3ePTTeY BAICI KOAAAHBIAADI,
aA perpeccop MeH TYCIHAIpYLIi arMHbIMAAbIAAD apacbiHAAFbl GarAaHbIC nMapameTpiH GaraAay yLiiH
Pearson Product Moment Correction CTaTUCTUKAABIK, KYpPaAbl MaiAAAAHbIAABI. IMIUPUKAABIK, GaFaray
TaObICTBIABIKTbIH, HEri3ri (pakTOpAapbl NMaAbMa Maiibl CaAaChbiHa MHBECTULMSAAPADIH I 0.745, 0.729,
0.796, 0.652, 0.536, 0.866, 0.598, 0.705, 0.720 >aHe 0.35 OH MOHAIAIriH kepceTTi. bya Taapay
HOTMXKEAEepPi KOpCeTKEHAEN, HapblK, KOAEMi, eHIMre CypaHblC, MHBECTUMUMSIHbIH, KaniTapbiMbl, ilKi
OHIMHIH GeriMAIAIri xoHe BaaloTa Garamaapbl, GipiHWI Ke3eKTeri apTbIKLIbIAbIK, MaAbMa MalblHbIH
>KaHama 6HiMi, XXYMbIC KyLWi MeH TUIMAI >KYMbIC LUbIFbIHAQPDI, >KepAI narnaasaHy cascatbl, [Maabma
Marbl eHepkacibiHe MHBECTUUMSIAAD aFblHbIHAQ 3KOHOMMUKAHbI 9PTApaNTAHABIPY >KOHE TOyeKeACi3
>KYMbIC OpPTaChl XX6HIHAETT MEMAEKETTIK cascaT LapaAapbl eTe MaHbi3Abl. OCbl HOTUXKeAepre cyleHe
OTbIPbIN, 3epTTey MaAbMa Maibl OHEPKACIOIHAET KeH MYMKIHAIKTEpPAI MaiaasaHyFa keHec Gepeai,
enTKeHi 6acka cepikTec eAAep NaAbMa MarbiH OHAIPYAIH KahaHAbIK AeHreiiHiH 6acbiHAQ TYP, YKIMeT
OCbl >KaHa CcTpaTernsaa TypPaKTbl MHBECTULMSABIK, CasdcaT Heri3iH KypyFa Ha3ap ayAapybl kepek, atar
ANTKAHAQ, CAAAAQ XKEPTiAIKTI XKoHe TpaHCLeKapaAblK, GU3HECTI AAMbITYAbI XXEABAAETY YLLiH KOAQMAbI
XKarAamAap »kacay.

Tynin ce3aep: TpaHCLIEKAPAAbIK, MHBECTULMSAAD, TabbICTLIALIKTbIH, HEri3ri hakTopAapbl, NasbmMa
Mambl CaAachbl.
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MpuTOK TPAHCrPAHMYHBIX MHBECTULMI1 B MHAYCTPHUIO MaAbMOBOIO
macAa B Hurepum: karoueBble cpakTopbl ycriexa

B unccaepoBaHMM  paccMaTpuMBAETCsl TPAHCTPAHMUHbLIA  MPUTOK  WMHBECTUMUMIA B OTPacCAb
MaAbMOBOrO MacAa B Hurepun. OCHOBHOE BHMMaHWE YAEAIAOCb KAIOYEBbIM (hakTopam ycnexa
NMPUTOKA TPAHCTPaHWUUHbIX MHBECTULMIA. [Tpy MPOBEAEHUM MCCAEAOBAHUSI ObIA MCMOAb30BaH METOA
NPOBEAEHMS OMMCATEAbHOIO OMpOoCa, a MPU OLLEHKE NnapameTpa B3aMMOCBA3M MEXAY pPerpeccopom
N OOBIACHSIOWMMM MEPEMEHHBIMU MUCMOAb30BAACSI CTAaTUCTUUYECKMIA MHCTPYMeHT Pearson Product
Moment Correction. KatoueBble akTopbl ycrexa, KoTtopble ObiAM MOABEPrHYTbl 3MMMPUYECKOI
NpoOBepPKe, OKa3aAMCb MOAOXKMTEAbHO 3HAYMMbIMM AAS MPUTOKA MHBECTULMIA B MAaAbMOBOE MACAO
npm 3Havenmsax r 0,745, 0,729, 0,796, 0,652, 0,536, 0,866, 0,598, 0,705, 0,720 n 0,35. ITn
pe3yAbTaTbl aHaAM3a MOKa3aAM, YTO Pa3Mep PbiHKA, padmMep Crpoca Ha NPOAYKLIMIO, peHTabeAbHOCTb
MHBECTULNI, CKAOHHOCTb K BAAOBOMY BHYTPEHHEMY MPOAYKTY M BaAIOTHAS BbIPyUKa, MPEVMMYLLECTBO
NMepBOMNPOXOALA, MOTEHUMAA MOOOYHOrO MPOAYKTa MAAbMOBOrO MacAa, AOCTYMHOCTb paboueit
CUAbI M 3DDEKTHBHbIE 3aTpaTbl HA PaboOUyl0 CUAY, MOAMTMKA B 0OAACTU 3EMAEMOAb30BAHMS, MEPbI
rOCYAQPCTBEHHOM MOAUTUKM MO AMBEPCUMDUKALMM SKOHOMUKM 1 BE3PUCKOBOM OMEpPaLMOHHON Cpeae
MMEIOT peLuaiolliee 3HAYeHMe AAS MPUTOKA MHBECTULMI B OTPACAb MAAbMOBOro Macaa. Mcxoas m3
3TUX BbIBOAOB, B MCCAEAOBAHUM PEKOMEHAYETCS MCMOAb30BaThb LUMPOKME BO3MOXXHOCTM B OTPACAM
NPOM3BOACTBA MAaAbMOBOrO MacCAQ, KaKk M B APYrMX CTpaHax-fapTHepax, KOTOpble HaXOAATCd Ha
nepeAHemM Kpae MMpOBOro MPOM3BOACTBA MAaAbMOBOIO MacCAa, MPaBUTEAbCTBO AOAXHO HanpabBUTb
CBOM YCMANS HA CO3AaHME YCTOMYMBOM OCHOBbI MHBECTULIMOHHOM MOAMTUKM B 3TOM HOBOWM CTpaTermu,
B YaCTHOCTU CO3AaHMe BAAronpusTHbIX YCAOBUIA M YCAOBMIA AASI YCKOPEHMS Pa3BUTUS MECTHOMO U
TpaHCrpaHM4YHOro 6r1sHeca B OTPACAM.

KatoueBble cAoBa: TpaHCrPaHWYHbIE MHBECTULMM, KAIOUEBbIE (DakTOpb! yCriexa, OTPACAb MaAbMOBOIO MacAQ.

Introduction

The growth of cross border investment in the
world has been significant in recent years. One of
the most salient features of today’s globalization
drive is cross border investments. Studies by Asiedu
(2002), Furtan & Holzman (2004) and Quazi (2007)
see cross border investment as a key element of
globalization that fill the gaps in the economic
activities and investment profiles in transition,
developing and emerging economies for economy
recovery, growth and sustainable economy.

The International Monetary Fund (2015) and
World Bank (2016) describe the concept of cross
border investment as foreign direct investment
that is a long-term investment reflecting a lasting
interest and control, by a foreign direct investor
(parent enterprise) of an enterprise entity resident in
an economy other than that of the foreign investor
and also as an investment that is made to acquire a
lasting management interest, usually 10% of voting
stock in an enterprise operating in a country other
than that of the investors.

In today contemporary society, many countries
are putting economic policy framework in place to
retain foreign direct investors and to attract new ones
because of its acknowledged advantages. Africa
and Nigeria in particular have joined the rest of the

world in seeking for cross border investments as a
measure to boast economic and business activities
in the major sectors of the economy. The UNCTAD
World Investment Report (2018) shows that cross
border investments inflow to West Africa is mainly
dominated by inflow to Nigeria, who received 70%
of the sub-regional total and 11% of Africa’s total
and out of this, Nigeria’s oil sector alone receives
90% of foreign investment inflow, leaving the non-
oil sector with insignificant foreign investment
inflow.

At independence, Nigeria accounted for 16%
and 43% of world cocoa and oil palm production
respectively; the country was largely self-sufficient
in terms of domestic food production (85 percent)
and Nigerian agriculture contributed to over 60%
GDP and 90% exports; manufacturing was less
than 3% GDP and 1% exports, while the oil sector
represented only 0.2% GDP and less than 1% exports
(UNCTAD 2009 and UNCTAD 2012). Ayodeji and
Liu (2013) also notes that in 1960s, agriculture
contributed up to 64% to the total gross domestic
product (GDP) but gradually declined in 1970s to
48%, further declined to 20% and 19% in 1980 and
1985 respectively, due to oil glut of the 1980s.

The rise in the world’s oil prices and
the macroeconomic policies of the Nigerian
government, alongside the oil glut of 1980s led to
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over concentration of foreign investors in the oil
and gas sector than other areas like gold mining,
coal mining and even agro production that used to
be the mainstay of the economy. Particularly, in the
agricultural sector, cross border investment inflow is
relatively low despite the host of agro resources that
abound in different states of Nigeria for large-scale
production, processing and packaging. At present,
foreign affiliates in the Nigeria palm oil industry
are few and have had no significant impact on the
Nigerian economy compared to Indonesia and
Malaysia, where palm oil production significantly
contribute to over 45% GDP and 90% exports.

Objective of the Study. To examine the requisite
factors influencing cross border investment inflow
in the palm oil industry.

Research Hypothesis. There are key success
factors that significantly affect investment inflow in
the palm oil industry.

Literature Review

Several studies and reports have shown that
over the years, the Nigerian extraction industry
has attracted a lot of foreign investors and it has
grown rapidly than any other industry to the
extent of becoming the mainstay of the economy
(Sachs & Sievers, 2000; UNCTAD, 2009 & 2012;
Ayodeji & Liu, 2013). The economy has remained
largely dependent on oil and gas than any other
natural endowed resource (Muhammad-Lawal &
Atte, 2006). Also, study conducted by UNCTAD
(2018) observes that the Nigerian agricultural
sector has been stagnated due to the emergence of
oil as an important commodity in the world and
the policy thrust of the government. Muhammad-
Lawal and Atte (2006) uphold that besides oil, the
major strength of the Nigerian economy is its rich
agricultural resource base. These researchers in their
school of thought argue that if these resources are
effectively mobilized, the economic base will be
diversified, over dependence on oil and imports will
be reduced, domestic and foreign investments in
agro production will flourish.

The Nigerian agricultural sector has vast areas
of investment opportunities in palm oil production,
cassava, corn, millet, sorghum and yam flour
processing; cocoa, cashew, groundnuts, rice, rubber,
forestry and livestock production. These investment
potentials that lie within the shore of agricultural
sector are beyond domestic investment. Agro-
industry development which takes the forms of
local and foreign investments promotes economic
development of a developing or an emerging
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economy through the share of agriculture in the gross
domestic product and contribution to foreign trade.
Investment in the subunits of agriculture brings
reform into the economy. To Aminu and Anono
(2012), cross border investment in the agro-industry
can generate employment opportunities, serve as
source of foreign exchange earnings, provides the
nation’s industries with local raw materials and as a
reliable source of government revenue.

Fasinmirin and Braga (2009) posit that the
main reason for slow agricultural development
in Nigeria is due to low level of investment in the
agricultural sector necessitated by poor government
involvement at the level of policy formulation and
implementation. Theory and evidence show that
there is poor business development in agro-based
production, processing and packaging in Nigeria
compared to what is obtained in other developing
and emerging economies of the world like Indonesia,
Malaysia, Thailand, Colombia, Uganda and Ghana.
In the pursuit for agriculture economy recovery,
Indonesia, Malaysia, Thailand, Colombia and
Uganda have major foreign direct investors in palm
oil production, whereas Ghana has major foreign
investors in banana production/processing. Today,
Indonesia and Malaysia are leaders of palm oil
production in the world and they account for 85%
of global palm oil production. Numerous foreign
investors have also emerged in these countries that
make use of palm oil by-products.

Justice (2012) avers that the availability of
natural resources in most of the African countries
calls for local and foreign investments. In the case
of Nigeria, oil and agricultural sectors constitute
the major proportion of natural resources that can
contribute significantly to its economy. Cross border
investment in agro production is concerned with
international capital flow in which a firm in one
country creates and expands a subsidiary in another
country. Justice (2012) also observes that agricultural
sector plays a distinctive role in the development
of any economy. It is a source of food, which is
essential in transition, developing, emerging and
developed economies of the world; it contributes to
the national income and provide employment.

ISSER (2007) avers thatinvestmentin agriculture
significantly contributes to gross domestic product
(GDP) and foreign exchange earnings. FARA (2006)
and UN-DESA (2012) argue that despite the fact that
agriculture remains a mainstay in many countries
of the world; its contribution to gross domestic
production (GDP) has declined in many regions of
the world due to low investment and neglect of the
sector. World Bank (2005) reports that in spite of
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the abundant natural and mineral resources, Nigeria
has only gained very little in terms of cross border
investment in agro-production compared to huge
foreign investments in the oil and gas sector.

Hallam (2011) notes that cross border
investments in the agro-industry go with a lot of
benefits, ranging from capital inflows to technology
transfer, high domestic productivity, production
efficiency, improved product quality, employment
creation, backward and forward linkages and
integration. Justice (2012) posits that there is a
multiplier effects through local sourcing of labour
and other inputs, processing of outputs and increase
in food suppliers for the domestic market and for
export. Frimpong and Oten-Abayie (2008) opine
that cross border investment promotes domestic
investment through links in the production chain
where foreign firms buy locally made inputs or
supply intermediate inputs to local firms. The
palm oil industry constitutes a significant part in a
resource-based economy, providing food and raw
materials for food, cosmetics, pharmaceuticals,
plastics and bio-energy industries.

In making decisions to invest abroad, firms
are influenced by a host of factors. Asiedu (2002)
asserts that not all determinants are important to
every investor in every location at all times. Some
determinants may be more important to a given
investor at a given time than to another investor.
While it is difficult to determine the exact quantity
and quality of cross border investment determinants
that should be present in a location for it to attract
a given level of inflow, a minimum of these
determinants must be present before the inflow of
cross border investments in a place.

Factor endowment brings about internatio-
nalization of firms. The natural and mineral resources
account for high inflow of foreign direct investment
in many African countries (Asiedu, 20006).
According to UNCTAD (2004), 60% of African’s
cross border investment is allocated to mineral
resources and a number of African countries such
as Angola, Nigeria, Cote d’Ivoire, Botswana and
Namibia have been host to cross border investments
in this direction.

Ekpo (2001) identifies economic, political, social
and legal factors to be determinants of cross border
investment. It is risky to invest in a political and
economic hostile environmentanywhere in the world.
The extent at which these different environments
exert influence determines the direction at which
cross border investment strives in a host country.
Sachs and Sievers (2000) posit that political and
macroeconomic risks affect domestic and foreign

business operations. Asiedu (2002) also notes that
countries with high political and macroeconomic
instability have high level of corruption. In a related
study by Blonigen (2005), cross border investments
do well in a host country having political and
macroeconomic stability alongside large markets,
natural resources endowment, good infrastructure,
low inflation, an efficient legal system and a good
investment framework.

Asiedu (2006) expresses that market size attracts
cross border investments that are market-seeking.
The stock of foreign direct investments is expected
to be high for countries with large market size since
market size is a measure of market demand. Import-
substituting investment flourishes in a host country
with large market size. Erdal and Mahmut (2008),
Bruce and Jeremy (2011) aver that cross border
investment is higher in countries with larger and
expanding markets and greater purchasing power,
where firms can potentially receive a higher return
on their capital and by implication receive higher
profit from their investments.

Mishra, Mody and Murshid (2001) consider
costs and skills of labour as important factors that
can attract cross border investors. To them, labour
cost effectiveness reduces cost of production, all
factors remaining unchanged. The availability of
cheap labour justifies the relocation of a part of the
production process to foreign countries. Alongside
labour cost, an investment firm is also concerned
about the availability and quality of the labour force in
line with new technology and the liberal employment
policy which allows employment of expatriate staff
to bridge the gap in the skill of local personnel.

Asiedu (2002) maintains that availability of good
infrastructure is crucial for business development. The
study argues that it stimulates the inflow of cross border
investments in a host country. A study by Mishra,
Mody and Murshid (2001) categorize infrastructure
into physical and financial. The physical infrastructure
centres on the availability of road, power and energy
among others, whereas financial infrastructure is a
well-developed financial market. Alfaro, Chanda,
Kalemli-Ozcan and Sayek (2004), using cross
section data, observes that poorly developed financial
infrastructure can adversely affect an economy’s
ability to take advantage of the potential benefits of
cross border investment. Jordaan (2004) claims that
quality and well-developed infrastructure increases the
productivity potential of investments in a country and
therefore stimulates cross border investments inflow.
Chenery and Strout (2006) in their study found out
that problems related to funds mobilization were on
the priority list of the factors discouraging investors in
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many Sub-Saharan African countries such as Nigeria,
Uganda, Tanzania and Zambia.

The institutional environment is an important
factor which directly affects business operations; it is
an embodiment of factors that can promote or deter
investment. Institutional environment covers the level
of corruption and bribery in a place, which influences
inflow of foreign investments and the cost of doing
business inahost country; level of bureaucracy involved
in establishing a business in a country; existence of
incentives in the form of fiscal and financial attractions
and the judiciary system in a host country, which is the
key to protecting property rights and law enforcement
regulations (Campos & Kinoshita, 2003). Firm-specific
advantages, location advantages, internationalization
advantages, host country policies that actively target
foreign investment, economic and structural reforms
are other important factors influencing the inflow of
cross border investment in a place. Also, new investors
invest where there is high concentration of other
foreign investors.

Methodology
The study used descriptive survey approach in
estimating the relationship between key success

factors and cross border investment inflow in the
Nigerian palm oil industry.

Primary data were obtained through questio-
nnaire instrument that satisfied the content validity
and these data were drawn from respondents in
foreign affiliate (IMC Limited) that is into palm
oil production in Nigeria, One Stop Shop for
Investors, Federal Ministry of Commerce, Trade
and Industry, Federal Ministry of Agriculture
and the Nigerian Institute for Palm Oil Research
(NIFOR).

The study used Creative Research Systems Survey
and E-sample Size Calculator in deriving the study’s
sample size of 276 respondents from a given population
of 984 at 95% confidence level and 5% confidence
interval (margin of error). The sample size was validated
through sample size table and Pearson Product Moment
Correlation statistical tool was used for the data
analysis.

Model Specification

The mathematical model that captured the
response variable (cross border investment inflow)
and the explanatory variables (key success factors),
which the study focused on is expressed as:

CBlipoy = f(MS55+ PD5 + ROl + GFE + FMA+ IMD + ELC+ LUS + EDP + LRF ...+ u,) (1)

This is stated econometrically as:

CBlipon = By + By MSS + ,PDS + f,ROI + B,GFE + f;FMA + f,IMD + B.ELC + B,LUS +

BsEDP + B1oLRF ...+ 1,

Where:

CBI(POU = Cross Border Investment Inflow in Palm
Oil Industry)

MSS = Market Size Structure

PDS = Product Demand Size

ROI = Return on Investment

GFE = GDP & Foreign Earnings

FMA = First Mover Advantage

IMD = Industrial Material Derivation
ELC = Effective Labour Cost

LUS  =Land Use Policy

EDP = Economic Diversification Policy
LRF = Low risk factors

Survey Results

The survey results of the study from the field are
presented below, showing the number of respondents
and their percentages.
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The table above is the Pearson Product Moment
Correlation (PPMC) results of the regressor or input
variables which are the explanatory or predictor
variables of the study (key success factors) and
the regress and or output variable of the study
(investment inflow). At the 2-tailed test of the study
variables, correlation is significant at 0.01 level. The
r value of 0.745 in the table indicated significant
positive relationship between high market size and
investment inflow.

The 0.729 r value also explained that the intense
demand nature of palm oil products for household and
industrial use at the local and global market is a very
strong factor that can significantly influence inflow of
cross border investment. The analysis result of 0.796
r value showed high return on investment (ROI) for
willing investors in the industry. At the r value of
0.652, cross border investment in the Nigerian palm
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oil industry can significantly contribute to gross  host country and investors can significantly maximize
domestic product for the host country while both the  high foreign exchange earnings.

Table 1 — Key Success Factors (KSF) in Palm Oil Investment Inflow

S/N Questionnaire items SA A U SD D Total

I High market size for prospective investors in the 119 147 0 3 7 276
0, 0, 0, 0, 0, 0,
Nigerian palm oil industry. {43%} | {53%} | {0%} {1%} {3%} {100%}

2. . . 132 144 0 0 0 276
High market demand of palm oil products for N o o o o o
household and industrial use in today’s Nigeria and 148%} | {52%} | 10%} (0%} 10%} 1100%}

global markets for the investors.

3. . . . . 156 104 0 11 5 276
High return on investment (ROI) earning for investors o o o o o o
willing to invest in the industry. (57%} | 37%} | {0%} 4%} 2%} {100%}

4. High earning of gross domestic product and foreign {2773 ) {71305} {130/ ) {1%/ ) {1%/ ) {I%)Z)E/}
exchange from the investment inflow. ’ ’ ? ? ’ ?

> Early investors gaining first mover advantage as the { 4150% Vg 51 65‘3 vl 09/ ) ( 0(0’/ ) ( 0(3/ \ {I%)Z)E/ !
life cycle product in the industry is at the growing ’ ’ ? ? ’ ?

stage.
6. 175 101 0 0 0 276

Derivation of by-products as sources of raw materials N o o o o o
for industrial usage and for promotion of business 163%} | 37%} | 0%} 10%} 10%} 1100%}

activities within and outside the industry.

Availability of labour and effective labour cost for 86 167 2 o 12 276

0, 0, 0, 0, 0, 0,

7. significant investment inflow. (31%} | {61%} | (1%} (3%} 14%} 1100%}

] Favourable government’s policy on land use and its {1‘;2/ ! {72300} ! {Zg/ ) {32/ ) ( 51; ) {lzoz)f/ !

’ accessibility for large scale agro production. ’ ’ 0 ¢ ’ ?

Government policy measures on economic 124 152 0 0 0 276

9. diversification. {45%} | {55%} | {0%} {0%} {0%} {100%}
Low risk profile in the operational environment 0 0 0 209 67 276

10. {0%} {0%} {0%} | {76%} {24%} {100%}

Source: Field Survey

Table 2 — Correlation Test

Dependent Variable: CBI(POD
Independent Variables: KSF
Method: PPMC

Sample: 1-276
Observations: 276

Variable Constant Sig. (2 tailed N) r-value Sig. Level Decision

Value

MSS 1 276 0.745*%* 0.01 Significant (+)

PDS 1 276 0.729*%* 0.01 Significant (+)
ROI 1 276 0.796** 0.01 Significant (+)
GFE 1 276 0.652*%* 0.01 Significant (+)
FMA 1 276 0.536** 0.01 Significant (+)
IMD 1 276 0.866** 0.01 Significant (+)
ELC 1 276 0.598** 0.01 Significant (+)
LUS 1 276 0.705** 0.01 Significant (+)
EDP 1 276 0.720** 0.01 Significant (+)
LRF 1 276 0.351*%* 0.01 Significant (+)

** Correlation is significant at the 0.01 level (2-tailed).
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The r value of 0.536 in the table implied that
early investors in the industry will have significant
first mover advantage. The r value of 0.866 signified
very strong positive relationship between palm oil
by-products as sources of raw materials for industrial
usage within and outside the industry and CBI
inflow. In the case of availability of labour / effective
labour cost and the CBI inflow, the r value of 0.598
depicted fairly strong and positive relationship.
The Pearson’s r value of 0.705 explained the high
degree of relationship between government policy
on land use/accessibility and CBI inflow. The
analysis result of 0.720 r value is a strong indication
that government policy measures on economic
diversification can significantly attract cross border
investors in the palm oil industry while in the case
of inherent risks in the operational environment,
the r value of 0.351 depicted that high risks in the
operational environment is significantly associated
with very low rate of inflow of cross border investors.
Based on these results, the alternate hypothesis that
key success factors significantly affect investment
inflow in the palm oil industry is upheld.

Discussion of Findings

From the analysis results, some findings were
made. The study found out that the presence of key
success factors in a host country can attract cross
border investors. The study also revealed that when
these key success factors are down played in a host
country, cross border investment inflow become
highly insignificant. These findings are based on
the results of test of hypothesis of the study that
estimated the degree of significant relationship
that exists between key success factor indicators in
the palm oil industry and cross border investments
inflow.

Thus, these findings agreed with the research
results of Hallam (2011) and Justice (2012) that cross
border investment has the advantage of efficient
resource allocation, linkage effects, industrial
productivity, multiplier effects on domestic/foreign
market operations and high return on investment;
Frimpong and Oten-Abayie (2008) that cross border
investment promotes domestic investment through
links in the production chain where foreign firms buy
locally made inputs or supply intermediate inputs
to local firms; FARA (2006), ISSER (2007) and
UN-DESA (2012) that foreign direct investments
in agriculture significantly contributes to gross
domestic product and foreign exchange earnings.

Also, these findings are line with other research
findings by Bruce and Jeremy (2011), Erdal

118

and Mahmut (2008), Blonigen (2005), Jordaan
(2004), Campos and Kinoshita (2003), Asiedu
(2006), Mishra, Mody and Murshid (2001), Ekpo
(2001), Sachs and Sievers (2000) that cross border
investments do well in countries having political and
macroeconomic stability alongside large market,
labour cost effectiveness, adequate skills of labour,
natural resources endowment, good infrastructure,
effective legal system and sustainable investment
policy framework.

Conclusion and Recommendations

Cross border investment has nothad ameaningful
impact in the Nigerian palm oil industry. The
investment niche in the industry is what informed
this study. The study found support that there are
numerous prospects in this new area of strategic
business unit. The study therefore recommends
among others that government should seek for cross
border investors in the palm oil industry and provide
enabling environment and necessary conditions to
boost business development in the industry. Also,
to have a truly diversified economy for economic
recovery, government should embrace cross border
investment in the palm oil industry and other new
strategic business areas that are beyond the oil and
gas sector. Investment policies that are critical to the
success of investment promotion in Nigeria should
be reviewed by investment experts to enhance the
nation’s domestic and foreign investment profiles in
all sectors of the economy.

Contributions to Knowledge

While several studies in Nigeria have mainly
focused on cross border investment in the oil and
gas sector, this present study has contributed to
knowledge by examining new strategic business
area outside the oil and gas economy for cross
border investment inflow. The study has provided
an investment niche platform in the palm oil
industry that can be harness and used as baseline
by other researchers and investment experts
for further studies to re-examine the potentials
in the Nigerian palm oil industry and for the
government to redirect policies and action plan.
Also, the findings of the study have provided an
investment template for economy diversification in
Nigeria. Thus, the implication arising from these
contributions to knowledge is that investment in
palm oil industry in Nigeria can be very rewarding
both to the investors and the host country and it
will significantly boost the economy.
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