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ABSTRACT

Theoretical literature suggests that insecurithasmful and as a matter of fact, hinders investmeotvever,
there is lack of consensus in empirical evidence amimber of studies have discovered positive @smt, against
negative association by some others. This studyemasarked in response to earlier call for expiitiestigation of the
empirical impact of insurgency on the flow of fageitechnology in Nigerian economic space. To tind, 8- HRM
(proxy for Boko Haram, insurgency) was introducadthie framework of a combination of Internalizatibppothesis,
Industrial organization hypothesis and Eclecticagagm approaches to foreign technology modeling. efyailibrium
relationship was established in the analysis tb#bwed. The result of the ECM model was consisteith earlier
findings, as it reveals that insurgency exerts asiva upward push on inflow of foreign technologyNigeria. This

happens to be the case, as investors decisionshiveyed on profit motives than security issues.
KEYWORDS: Boko Haram Insurgency, Foreign Technology Flowsjilfarium Relationship, ECM Model, Nigeria
1.INTRODUCTION

Insurgency in recent time has left thousands ofeN#ns dead, many abducted, many others forceshte Itheir
homes, and businesses winding up their operatlBmdar, ongoing military actions by the authoriteee commendable,
but needed to be complemented on all fronts, imgesf finding a lasting solution to the criseswaddl as evolving a short
and medium term management strategies to deal eberved negative impact of insurgency. As a stepatds
complementing commendable government military astighis study is designed to critically examinel @amalyze the
impact of Boko Haram insurgency since inceptiord passibly profer workable policy options gearedands mitigating
any observed negative impacts. The investigatiaeito determine how and the extent to which Bdkoam insurgency
has affected the flow of foreign technology in Nige Social tension is undoubtedly one of the mafwllenges faced by
many developing countries for a considerable nurnbedecades. Specifically, sub-Saharan Africa &edMiddle East are
two notable flash points in the world. Within thebsSaharan Africa, the inhuman activities of Bokar&m Islamic
Militants in Nigeria, since 2009 ranks it next teetAl-Qaeda. The group is known to have links vAttQaeda and was
designated by the United States as a terrorisinizgéion in November 2013 (Blanchard, 2014). Fraty 2009 till date,
the group has carried out a number of abductiodskdled more than 10000 civilians (2000 of thigppaned in the first
half of 2014) in attacks occurring mainly in noghst and north-central states — since then tikk,daiore attacks and
casualties are being recorded on each passingTti@ge attacks so far have rendered over 1.5 miflmople homeless;
about 650000 of these fled to refuge camps in m@igting Cameroon and Niger Republic.
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The global relative impact of this social problesnevidenced in Nigeria's position in the Global &e#ndex
(GPI) as well as Global Terrorism Index (GTI). Nigeposition in the GP index (out of 162 countriasluded in the
ranking) has been in a downward trend since 20a8nFL.18" position in 2008 the country dropped to $2731", 137",
146", 148" and 151 in 2009, 2010, 2011, 2012, 2013 and 2014 respytiin GT index, the country is rankel! ih the
world (2'%in Africa after Somalia; Somalia is rankellié the world). All these have serious consequencethe Nigerian
economy; international investments funds are flgnio other countries with better records of seguitian coming to
Nigeria. Businesses are, closing down their opamatin the north-east and north-central regiongparating at abysmal
capacity, the consequences of which manifests anedsing levels of outputs for most producing firfike danger in
these is the fact that violence leads to low fareigchnology inflows and high outflows which traatsls to continuous
drops in firms’ output levels within the economyhig translates to low levels of growth which inrtdeads to higher
levels of violence, the containment of which proskitower economic growth. Given the foregoing, nvegfnl research
efforts aimed at understanding the effects of theseial menace on the economy andproviding valid saliable
information that can serve as road-map to managsngell as solving the existing problem should bgreat importance

for policy. Figure 1 shows trends in Nigeria’s figretechnology inflows.

1000000 Inflow of Foreign Technology in Nigeria
800000
600000 f.
400000 ——F.TECH
200000
J Ml
1981198319851 9871 989199119931 9951 99712992001 200220052007200592011

Figure 1

Trend analysis as can be observed in figure 1 shiatsforeign technology inflows on the averagetitwes to
rise despite the Boko Haram challenge. Howevershibuld be noted that the aggregate data has oil neamdoil
technologies as its components. Being an oil ecgnogneater proportion of foreign technologies irtligeria is
predominantly oil technology. This form of foreigechnology is believed not to be affected by theedh of current
insurgency, since they operate mainly within thgeXiDelta region (away from the region affectedHoy threat of Boko
Haram insurgency). This may offer explanationstfa observed behaviour of foreign technology infiowNigeria. The
behaviour of the data in response to Boko Haranlezige will be better appreciated where purely ndndata is

employed, or it might be possible that there iseartorthis than trend analysis can offer.

International literature on determinants of foreigchnology inflows are drawn along different liné&sarlier
studies argue that insecurity is not completely, ihdt a country can exercise its military as vesllpolitical power to
ensure the security of trade and investments (Gadlaand Robinson, 1953). Some group of studie$edaout later-on
discovered a negative relationship existing betwageecurity and inflow of foreign technology. Toete studies,

developing countries are particularly prone to ¢élsenomic ramification of terrorism. This often lsai loss in GDP,
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significant loss in foreign technology and growth@DP (Abadie and Gardeazabal, 2003; 2008; Endexls 2006; Enders
and Sandler, 2008). Another group of studies atteitforeign technology inflow to better governaritkese studies argue
that better governance lead to significant foreigchnology inflows and that less developed cous(ri®Cs) stand to

benefit more at the margin from governance impraameinthan the richer countries (Golberman and Sbap002).

Within the African continent, the observed lack afnsensus among scholars in international liteeatiso
manifests among African scholars, as country sjuesitidies differ in their findings. In a study teed on some selected
African countries with known records of conflict§hink Security Africa (2010) reported a clear gmakitive correlation
between insecurity and foreign technology inflowscentral African Republic, Chad and Burundi. Tisisnconformity
with later study findings by lkpe and Nteegah (20fo4 Nigeria. Evidence for Somalia, Sudan, the O8hgo and Ivory
Coast is less clear. Even with the establishedepiess of serious insecurity, foreign technology oamd to enter into
these economies. Some other Nigerian specific esudiund negative relationship between Niger Dalises and foreign
technology inflows in Nigeria (Harper 2009; Okahl@fAlaibe, 2010).It is on record that, previousgétian specific
studies in this line of investigation focused oa tlliger Delta crises (Harper, 2009; Okah, 2010jb8a2010). lkpe and
Nteegah (2014) broadened its focus to include Bdkoam insurgency. Given non-conformity of resultooune with
theoretical expectation, the paper recommendedaixplvestigations into these distinct forms ofc&d insecurity and
foreign technology relations in Nigeria. This pageparts from existing Nigerian specific studieshat by its design, it is
expected to provide new insight in the empiricapact of the activities of Boko Haram Islamic Milita Insurgency on
the flow of foreign technology in Nigeria. In thight of the foregoing, the study explicitly exaramthe impact of Boko

Haram insurgency on the flow of foreign technolagWigeria.

The paper is divided into 5 sections: section u$ées on discription of the existing problem — givimecessary
information on the extent and limits of previouadies, brief history and development of insurgeimciNigeria was the
concern in section 2, while section 3 deals withthodology and data; section 4 gives analysis difiltes conclusion

drawn in 5 with policy options recommended.
2. BOKO HARAM AND INSURGENCY IN NIGERIA: THE METAMO RPHOSIFICAL TREND

Prior to the 2007 post election violence, socialegurity in Nigeria has been in the form of tribthic and
religious violence. Ethnic militancy for instance thought to have been one of the causes of thé £9B0 civil war.
Religious violence on the other hand reached almeight in 1980 in Kano the largest city in the horhostly populated
by Ibo traders from the predominantly Christian camnity. The Muslim fundamentalist sect (Yan Tatsirafollowers of
Maitasaine) then instigated riots that resultedfdor to five thousand deaths. Maitasaine was killeda military
crackdown, thus fuelling a backlash of increasedevice which spread across other northern cities the course of over
two decades (Ewi, 2013)".

Social crises in Nigeria then took a different dimsien between 1990 to 2009 with the emergencenoédrethnic
militia; Movement for the Emancipation of the Nigeelta (MEND), who felt that the Nigerian systenshmeen unfair to
the people of Niger Delta region — in terms of tese distribution. Crises created by the activibéshis group deepened
after 2007 election, culminating in 2008-2009 talndpping and abductions of foreign oil workers. féigping then
became a new wave of crime and subsequently spredade South-Eastern states. Upon Yaradua's deadh his

subsequent succession as president, the heat emasutimed-up on the Jonathan led government thrtuglactivation of

| Impact Factor(JCC): 1.8207- This article can be dowloaded from www.impactjournals.us |




| 52 K. E. Uma & Marius lkpe

Boko Haram militancy. The group has been unlashargor and mayhems on innocent law abiding citizansoss
northern states — though mainly across north-eastad north-central states. Their activities leddss of lives and
properties. Given their focus on civilian targetany are loosing their lives by the day, thousaarésfleeing their homes
to neighbouring Cameroon and Niger Republic, bissies and schools are closing up and more abduat®reing

carried out by the group.

Before Yaradua's succession as president in 201koBHaram militant group was relatively silent it i
activities. Ekereke (2013) posits that there ar#laads in the literature as to the actual datéhaf formation as well as the
leadership of the sect. Adibe (2012) observed tiatpopular belief is that the sect was foundedirmatc2001 to 2002.
Madike (2011, in Adibe, 2012) on the contrarilyaded its formation to as far back as 1995. Accgrdinthe paper, one
Lawan Abubakar who later left for further studigstUmiversity of Medina, Soudi Arabia actually foleai Boko Haram
Islamic militants’ sect. Under abubakar, the seaswnown as Sahaba (Madike, 2011 in Adibe, 201B¥ donflicts
notwithstanding, the fact remains that Boko Haramt,sthough in existence for a long period of tirdig] not become
notorious in the country until 2009. It was in 20@t the sect participated actively in sectariaslewce in Jos Plateau
State under the leadership of Muhammed Yusuf (Th#oN, Jan, 2013). Yusuf died in police custody #mibakar
Shekau succeeded him as leader of the group. Skale@ath was formally made known at the 2014 UNegainassembly.
In reaction to this development, it is widely bekd that Boko Haram in their operational structamel tactics is resilient
and independent of their leader. As a result, trathdof Shekau should not be interpreted to meaeld of insurgency in
Nigeria — attacks, kidnappings and abductions kygitoup continues even after Shekau’s death. Shaeilexpect an end

to the menace, as mantle of leadership returrisetodrth after the 2015 presidential election? e Whrld watches on.
3.0. METHODOLOGY
Theoretical Framework

Chosen theoretical framework for assessing the énpé Boko Haram Insurgency on the flow of foreign
technology in Nigeria, is a combination of inteimation hypothesis, industrial organization hypsikeand eclectic
paradigm. From the perspective of internalizatigqpdihesis, firms would rather take to inter-firmmansactions than
market operations due to existence of transactish &o, firms choose to invest abroad in ordéreteefit from inter-firms
transactions as against benefit derivable from staoiperations. Industrial organization hypothesgua that domestic
firms are assumed to have lower costs of operagt&ginse they are more familiar with local condisosuch as legislation,
business culture, language etc. As a result, farBighs must have an offsetting or firm-specifiocvadtage allowing it to
compete with domestic firms if it chooses to operfabm abroad. Therefore, in the absence of firecHjz advantage,

firms would rather domesticate their operation.

Eclectic paradigm believes that on the availabilitythree sets of relative advantages, firms waattier choose
to invest in a given economy than operate from atbroThe three relative advantages include: owngrspecific
advantages. This particular advantage is basetiendncept of firm-specific advantages; the sedsrdcation specific
advantages. This form of advantage arise from taecess to domestic market, low unit, direct astesaw materials as
well as avoidance of tariffs and non-tariffs bamsiethe third is internalization specific advantaig€he existence of this
form of advantage determines how a firm chooseasstits ownership advantage — the firm’s most iefficalternative

under this condition is through foreign technolagyexport (Johnson, 2005; Demisia, 2010; Alavina28i 3).

| Index Copernicus Value: 3.0 - Articles can be senib editor@impactjournals.us




Boko Haram Insurgency: Consequences for Foreign Téaoology Flows in Nigeria 53

Empirical Model

In modeling the impact of Boko Haram insurgencytba flow of foreign technology in Nigeria, and diag
from the above theoretical framework, we shalldallAlavinasab (2013)’s specification of FDI modet fran. In this, we
introduce B-HRM (proxy for Boko Haram InsurgencyThe econometric equation is specified in dynaraigatithmic

form as:

+,0; log RI, + €, log B— HRM,

NOM
LogF —tech = ¢, + ¢, log grRGDP, + ¢, log[ J

RGDP ), (1)

+ 05 log GCEXP, + 11,

Where, log stands for natural logarithify, for the error term, “t” is the time subscript adg,0,,0,,0,,0, are

the elasticities of growth rate of real gross damgwoduct, import as a ratio of RGDP, return nwastment (measured by

per capita), dummy for Boko Haram Insurgency andegoment consumption expenditure respectively. épri

RGDF

expectation is thad,,0,,0,,0-> 0, while d,< 0

Data

The study is based on secondary and. The secoddgay spans over the period 1981 to 2012. In tg &= F-

NOM
tech and GCExp were sourced from the Central Bamkigeria (CBN) Statistical Bulletin, while grRGDP—— and

RGDF

R1 were computed from annual data on RGDP and lisaarpublished by the CBN. B-HRM is dummy for Bd#karam

Insurgency — it was assigned the value zero (Oprfercrises period and one (1) for post-crisesogeri
4.0 ANALYSIS OF RESULTS

Result of stationarity test conducted on variousnoaconomic aggregates establishes stationardlf the series.
Some of these were stationary at level form, whtlgers were stationary at first and second leveldiferencing. The
order of integration of the dependent variabledéh) in relation to that of each of the explanateayiables indicates a
suspected absence of a long run relationship inntbdel. However, the confirmatory test to substdatithis proved
otherwise, as test statistics indicate the presehtwo cointegrating equations at both 5% and &%els of significance.
This was substantiated by result of Error Correctitodel (ECM). The ECM produced a better resulf @ns upon this

that analysis herein ere Based.

Table 1: Result of Error Correction Model (ECM)

Dependent Variable | Independent Variables/Constant| Coefficients T-Statistics
F-tech
C 8.236446 8.987346*
grRGDP 0.014253 0.551669
IMP/RGDP 0.246110 1.837649
RI 1.198076 2.515000*
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Table 1: Cond
B-HRM 7.085139 4.615921*
GCEXP 0.075223 0.602701
ECM 1.86E-05 3.594841*
R* — 95%
Adj R? -92%

F-statistics — 29.84991
Durbin Watson statistics 2.089817

Note: * indicate significant at 5% level of sigidince

From the ECM result as specified in table (II) aswobserved that three out of the six coefficiamnsstatistically
significant at 5% level of significance. All thenables (with the exception of B-HRM) have the thetizally expected
signs. The coefficient of multiple determinatiodslj R%) of 0.92 indicates a very strong explanatory poafathe model.
It means that changes in foreign technology flovig&h), the dependent variable)) can actually mewaated for by the set
of explanatory variables. F-statistics of 28.85vehithat the explanatory variables are non zerdaltevel of significance,
and the model is free from autocorrelation problgmen a Durbin-Watson value of 2.09, and the EGhéfficient is
correctly signed. The result when interpreted immte of the size and magnitudes of various coefiitsien the model,
shows that 1% change in growth rate of Real Gramséstic Product (grRGDP), import as a ratio of Raass Domestic
Product (IMP/RGDP), Government Consumption Expemdi{GCEXP), changes the flow of foreign technol@gyech)
in Nigeria by 1.4%, 24.6% and 7.5% respectiveljilcugh not significant. On the other hand, 1% changhe level of
return on investment (RI), Boko Haram insurgencyHBM) significantly changes the flow of foreign temlogy by
119.8% and a massive 708.5% respectively. Furthermibie speed of adjustment to equilibrium on thene of

disequilibrium significantly stood at 0.002%.
RESULTS OF DESCRIPTIVE STATISTICS

Result of white hetroscedasticity test indicatess tion violation of the assumption of Classical Nalriinear
Regression Model (CNLRM). This means that the venés are constant over time. On the other had,ltre$u
multicollinearity test indicates a relative absentenulticollinearity problem, as all the pair-wiserrelation figures (with
the exception of B-HRM-GCEXP) fall below the contienal rule of thumb mark of 0.8. The Jargue-BelB)(test of
normality rejects the hypothesis that the residas¢ésnormally distributed. The analysis producelBsstatistics value of
32.00009, and the probability of obtaining thisuealvas given as zero. The study attribute thisaoécto the fact that JB
test of normality is an asymptotic test, which sample of 32 observations fell short of

DISCUSSIONS

Findings from the result show that Nigeria contimte experience a massive inflow of foreign tecbhggldespite
challenge of insurgency. This is however not saipg, as similar result had earlier been establistor Central African
Republic, Chad and Burundi, where Think Securityrigs (2010) discovered a clear positive relatiopshetween

insecurity and inflow of FDI. It is also of noteathsecurity is only one out of the set of indicattirat account for the flow
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of foreign technology in and out of any given eamyo Therefore, it is a matter of one weighing tipians. In as much as
we know that insecurity discourages investment, éw@aw, it may not be the most important considenatio the log. Our
line of argument can better be appreciated wheamsider the fact that result herein also indicatsgnificant positive
relation between foreign technology inflow and ratan investment (RI). From the result, 1% increiasgI significantly

stimulates inflow of foreign technology by 119.8f%.theory, return on investment is the primary daawhich accounts

for the decision of firms to or not to invest inyagiven economy.

This offers explanation for established positiviatienship between foreign technology inflow anawth of
most economies. In a nutshell, explanations for rdgult outcome herein is implicit in the fact thathere business
opportunities have the potential to generate a hgarn on investment but are located in counttied are relatively
unstable, inflows of foreign technology will genkyacontinue despite instability(Think Security Afa, 2010). Secondly,
we should bear in mind that insurgency in Nigeri#him the period under investigation, is localizethin the north-
eastern region. This means that other regions,efNielta - the hob of oil and gas activities) egkatively stable-hence
the continued inflow of foreign technology in thedst of insurgency. Other result outcomes indi¢htg 1% increase in
the level of growth rate of Real Gross Domesticdad (grRGDP) for instance, positively stimulatafiaw of foreign
technology by 1.4%. The result though not significdut confirms the positive relationship hypoikdsetween foreign

technology inflow and the growth of economies.

Similar confirmatory results were observed for hyyesized positive relationships between the inftdvioreign
technology and import-Real GDP ratio (IMP/RGDP) godernment consumption expenditure (GCEXP) respeygt 1%
increases in the level of IMP/RGDP and GCEXP peslyi but insignificantly stimulates inflow of forgm technology by
24.6% and 7.5% respectively. In Nigeria, ease gfadrtation of machineries, other equipments and naaterials is
important factor of consideration among operatioigeign firms. Often time, they use it as a winddwopportunities for
them to massively repatriate earned profits badkédar home countries in Europe and America, shel they take away
more funds from Nigeria than they brought in idifiaThe level of government consumption expenditur the budget
under normal circumstances sends a positive sightle intentions of the government to performsitatutory role of
creating enabling environment for business to thriVhe extent to which this hope actually transldte reality is a
“secondary matter”. Fiscal funds are often timegeded to private foreign accounts rather than okéng it into
productive investments in the economy. The conssgpief this manifest in the level of infrastrucludecay in the

economy, and the industrial sector is made worge-of

CONCLUSIONS AND RECOMMENDATIONS

This paper explicitly and empirically explored thepact of Boko-Haram insurgency on the flow ofefign
technology in Nigeria using data that spans ovemiriod 1981-2012, based on the recommendatithpefand Nteegah
(2014). The exclusive focus on insurgency was piilsndone to either reestablish the fact that insig (irrespective of
the form) has a positive relationship with inflofforeign technology in Nigeria, or establish a nehationship peculiar
to insurgency. To accomplish this task, extensiesdture survey was conducted along-side anabfsénpirical model
that followed. Result re-establishes a positivatiehship between foreign technology inflow andemsity. However,
there exists a significant difference on the magldt of the impact. The study discovered a massiflew of foreign

technology into Nigeria within the study period piés the challenge of insurgency; 1% increase énlélvel of insurgency
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corresponds to a rate of change of 708.5% in infddvoreign technology. This by far exceeds what figure was with
Ikpe and Nteegah's findings of 207.2. Secondly, shaly establishes return on investment as a masbrtant factor

considered by foreign firms as they choose betwdwssther or not to invest in the Nigerian economy.

As can be observed from the foregoing, foreign girmne stimulated most by higher returns on investsa& his
is not unusual, giving the common knowledge thatgbe enterprise are driven by the desire to malkditp What is
unusual and should be of great concern and disgedris the way and manner in which multinationapooations carry-
out their operation in their quest for profit. Thetivities of these firms in Nigeria over time unaéne the developmental
objectives of the Nigerian state, therefore, aresuxially desirable to the Nigerian people. Gitka weak regulatory
framework of the Nigerian system, “these firms” afiacks the capability and capacity to do businkase found “save
heaven” in Nigeria such that, even in the midsnsfirgency, Nigeria continues to experience massingign technology

inflows.

On the bases of these, this study recommend stremigg of existing regulatory framework in Nigeria,
oversee the activities of all foreign firms opengtin the economy. It indeed has become necessagnsure that only
firms with technical content capable of making #igant positive contribution(s) to the developn@mbjectives of the
Nigerian economy, are licensed to operate. Thissoreawhen complemented with current efforts getoagrds bringing
an end to insurgency, and tackling the problem afuption, shall propel the economy to sustainajplewth and

development.
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