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ABSTRACT

GLOBALIZATION, EXTRACTIVE FDI AND THE EFFECTS OF
MULTINATIONAL CORPORATIONS ON CONFLICT SITUATIONS IN
DEVELOPING COUNTRIES
Ruby Onwudiwe, Ph.D.
George Mason University, 2011
Dissertation Director: Dr. Jack A. Goldstone

This dissertation explores the concept of globalization as a new world era, and
examines changes in the patterns of global FDI flows, with a focus on Extractive FDI
inflows to Third-World or developing countries. It looks at the increased presence of
multinational corporations (MNCs) in the extractive regions within developing countries
as an indicator of increased FDI to those regions. Using both a single and multi-casestudy approach, it critically examines the linkages between the infusion of FDI into the
extractive sector of developing economies and the lack of economic development and
failure to realize any tangible benefits of FDI in those regions. With a focus on Nigeria
and the Niger delta region in particular, the course of this research is directed by the
following questions:
1.)

Why has Nigeria not gained more from its oil industry?

2.)

What effect does foreign investment in the extractive industry have on the
balance of power among the international oil companies, local leaders and
authorities?

3.)

Does extractive FDI and the activity of oil exploration and production increase
the likelihood on internal conflict within the Niger delta – and some other
countries?

The hypotheses are as follows:
-

Nigeria has not realized much benefit from its oil industry (in terms of poverty
levels, unemployment rates and per capita income) as a result of an endemic
culture of corruption which has pervaded the elite and government officials
(federal, state and local) and led to weak governmental institutions.

-

Without the implementation and enforcement of development-enabling policies,
foreign investment (particularly in the extractive industry) tips the balance of
power among investing entities, local leaders and authorities in favor of
investing entities, such that they have significant influence over key decisionmaking processes in host countries, thereby eroding host countries’ sovereignty.

-

There is a relationship between extractive FDI, the activity of oil exploration
and production and the persistent conflict situation in Nigeria which is owing to
the contentious nature of oil.

This study contributes to the literature by examining the relationship between oil
exploration and production using FDI inflows as a proxy indicator, conflict patterns and
the resultant lack of economic development in Nigeria. It also offers the opportunity to
assess the differential impact of extractive and non-extractive FDI on conflict.

The term ‘Extractive’ FDI refers to foreign indirect investment that is directed
towards the extractive sector particularly in the mining of oil and petroleum products as
well as gold, diamonds and other gemstones. All other types of FDI, i.e. FDI directed
towards other sectors of the economy, are referred to as ‘non-Extractive’ FDI.

It is the position of this research effort that a deeper understanding of the
underlying correlations between Extractive FDI and the tendency towards conflict in
developing countries as well as an understanding of the factors that fuel the conflict, will
chart the way for changing the dynamics of those relationships in order to achieve
economic development. It will also help to formulate what the role of governments and
MNCs should be in promoting relative peace and harmony in conflict-torn regions.

CHAPTER 1: INTRODUCTION

1.1 Introduction
1.1.1

Defining Globalization
The term globalization has become the focal point of many contemporary political

and academic debates. The end of the Cold War in the early 1990s marked the beginning
of a new world order, one characterized by increased interactions among people in
different parts of the world. This global ‘closeness’ has resulted in the free flow of ideas,
thoughts, cultures, technologies, and ways of life; to that end there has been an almost
homogenizing effect on many cultures across the globe, particularly in the Western
world. This, today seen as one of the main effects of globalization, has made it necessary
for the different economies of the world to play together in a common world market and
economic playing field. No longer are individual states engaging in isolated economic
activities. Rather, the coalescing of groups of countries towards a common end, (e.g. the
creation of the World Trade Organization, the World Bank and the International
Monetary Fund), as well as the formation of Regional Trading Agreements and other
such trading blocs has become the order of the day. For lack of a better term, this global
phenomenon

has

been

referred

to

1

by

many

as

‘globalization’.

The new buzz-word of the day, the task of defining globalization and what it
really means is a daunting one at best. It has come to have many varying definitions such
as, ‘the compression of time and space’ (by communications scholar, Marshall McLuhan
in ‘Gutenberg Galaxy’, 1962 and geographer, David Harvey (1989)), ‘a historical
process, the result of human innovation and technological progress’, and ‘the increasing
integration of economies around the world, particularly through trade and financial
flows’. Researchers Robert Keohane and Joseph Nye talk, not about globalization, but
about globalism which they say is a ‘state of the world involving networks of
interdependence at multi-continental distances (Keohane, 2000)’. They further state that
it is a condition that can increase or decrease, and thereby define globalization as an
increase in globalism (and deglobalization as a decrease in globalism). George Modelski
on the other hand defines globalization as ‘the process by which a number of historical
world societies were brought together into one global system (Modelski, 1972).’

Viewed in light of a growing dominance of western forms of political, economic
and cultural life, it is sometimes referred to as “Westernization” or “Americanization”, or
as author George Ritzer put it, “The McDonaldization of Society” (Ritzer, 2011). Others
have called it the “Internet revolution” or the age of “economic liberalization”. And while
there is nothing inherently new or mysterious about globalization, the common theme
that runs through many of these definitions is change, i.e. with the onset of modern
globalization, a change has come about. Change in the way information, ideas,
knowledge, goods, and services are moved back and forth between people, nations, and
2

civilizations, and across international borders; change in the way economic transactions
and business deals made in one country can easily affect another; change in the speed of
these transactions; change in the way political decisions made by one government can
have far-reaching implications for the governments of other countries; etc. The term has
come into more common usage since the 1980s, reflecting technological advances that
have made it easier and quicker to complete international transactions with respect to
trade and financial flows. As one source puts it, “it refers to an extension beyond national
borders of the same market forces that have operated for centuries at all levels of human
economic activity—village markets, urban industries, or financial centers” (IMF, 2000).

In his book ‘The Condition of Postmodernity’, David Harvey argues that
postmodernism is a cultural construct of the flexible accumulation of the economy,
otherwise known as globalization. He discusses the phenomena of what he calls "timespace compression," which he defines to be about accelerating the pace of economic
processes and, hence, social life (Harvey, 230). According to Harvey’s study, the goal of
this speed-up is to accelerate "the turnover time of capital" which is composed of the
"time of production together with the time of circulation of exchange" (Harvey, 229).
This acceleration of time annihilates the barriers of space thereby making the world a
smaller place, creating a world market with global producers and global consumers. He
goes on to perform calculations to show how literally, time has been shortened with the
advent of modern technology by way of improved communication and transportation
infrastructure, all to prove his point that spatial and time barriers have been overcome in
3

recent years. Harvey’s theory is supported by the Stanford Encyclopedia of Philosophy
which asserts that, ‘as the time necessary to connect distinct geographical locations is
reduced, distance or space undergoes compression or “annihilation” (Stanford
Encyclopedia).’ The Encyclopedia further states that, ‘most contemporary social theorists
endorse the view that globalization refers to fundamental changes in the spatial and
temporal contours of social existence, according to which the significance of space or
territory undergoes shifts in the face of a no less dramatic acceleration in the temporal
structure of crucial forms of human activity (Stanford Encyclopedia).

Coupled with the immense complexity of being able to succinctly define the term
globalization is the inconclusiveness about when exactly it began. Some scholars cite
sixteenth-century Europe, with its worldwide trade connections and the imposition of its
culture on the states which it dominated, as the origin of globalization. Others believe that
the late nineteenth century when millions migrated, global norms were established to
govern international conduct, and trade expanded significantly, marked the onset of the
globalization era. Authors Frank Lechner and John Boli talk about the vast improvements
in the communication and transportation infrastructure post World War II, and how these
improvements have served to connect groups, institutions and countries in new ways
(Lechner, 2003). They cite the fact that more people can travel or migrate more easily to
distant parts of the globe, satellite broadcasts bring world events to an increasingly global
audience and the Internet is knitting together world-spanning interest groups of educated
users as key linkages, which they refer to as the ‘raw material’ of globalization. In their
4

words, “the world is becoming a single place in which different institutions function as
parts of one system and distant peoples share a common understanding of living together
on one planet. This world society has a culture; it instills in many people a budding
consciousness of living in a world society. Globalization is the process that fitfully brings
these elements of world society (linkages, institutions, culture, consciousness) together”
(Lechner, 2003). Whichever way you look at it, while it appears that the concept of
globalization may have been around for ages, there seems to be widespread agreement
that we are currently living in a new dimension of the globalization age (Rajan, Kumar,
Virgill, 2008).

The relevance of globalization to the present research effort is that it is the
phenomenon that makes it possible for the situation to exist whereby foreign entities can
influence the economic development or lack thereof of countries that are thousands of
miles away from theirs. It is the phenomenon that allows external players to dictate terms
to the key stakeholders because they have the clout to do so. It is the phenomenon that
gives outsiders the power to fuel internal conflict and stir up strife in environments that
are far removed from them. It is the phenomenon that allows the greater to exploit and
conquer the lesser. It is the phenomenon that allows large, powerful oil companies to take
advantage of and marginalize semi-literate tribes of fishermen and local traders who have
no clue.

5

Globalization can be broken into to five main aspects: Trade, Capital Movements,
Aid, Migration/Movement of People, and the Spread of knowledge, ideas and technology
(Goldin, 2005; IMF, 2000). For the purpose of this research, much of the discussion
surrounding globalization will be focused on the economic aspects of globalization,
namely, FDI.

1.1.2

Multinational Corporations and Foreign Direct Investment
One of the classic ‘consequences’ of globalization has been the global integration

of world economies and the promotion of foreign investments. Private sector actors such
as Multinational Corporations (MNCs)1 have begun playing a more significant role in
affecting the economic and political climate of developing countries. According to the
Harvard University Center for the Environment, “Corporations have become powerful
entities that influence global, national, and regional legislative efforts” (Harvard, 2005).
Author Nelly Stromquist records that, “The dominant actors on the global market are the
transnational corporations. These large transnational business firms create jobs and
wealth, and they can provide a country or region with a wider array of goods and services
than would otherwise be available” (Stromquist, 2002). UNCTAD defines Transnational
corporations as entities that, “…comprise parent enterprises and their foreign affiliates: a
parent enterprise is defined as one that controls assets of another entity or entities in a
country or countries other than its home country, usually by owning a capital stake. An

1

MNCs are also referred to in the literature as Multinational Enterprises (MNEs) or Trans National
Corporations (TNCs). All refer to the same kind of entity and are used interchangeably in this paper.

6

equity capital stake of at least 10 % is normally considered as a threshold for the control
of assets in this context” (UNCTAD, 2000).

Research indicates that the presence of MNCs in certain developing regions of the
world has skyrocketed in the last decade, having possible spillover effects on the local
economy of the host countries (Javorcik & Spatareanu, 2005; Damijan, Rojec, Majcen &
Knell, 2008). In many cases, this influx of MNCs in developing regions has been
matched by a rapid increase in Foreign Direct Investment (FDI) flows to those regions.
This is because, in a wake of global consciousness, many countries have moved away
from the autocratic styles of governance to more democratic styles of government. And
foreign investors are more inclined to invest in stable regimes. And while the FDI inflow
could be responsible for stimulating a host country's economy, there is reason to believe
that the same FDI and the presence of the MNCs could be contributing to the outbreak of
new conflicts, or the exacerbation of existing ones in what are typically referred to as
“conflict zones”. This is especially the case when FDI is directed towards extracting
industry sectors such as mining and oil/gas. Countries such as Angola, Nigeria and Sudan
present examples of this phenomenon.

Recent trends show marked increases in global FDI flows to developing regions
of the world, particularly to Asia, Latin America and Africa (WIR, 2009). In Africa,
countries such as Angola, Morocco, South Africa and Nigeria have witnessed significant
raises in FDI inflow mainly targeted toward their extractive industries, inviting
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multinational corporations to locate their operations in those regions where the mineral
extraction is done. A number of studies point to the increased inflow of Extractive FDI,
and in effect, an increased presence of MNCs in a region as the probable cause of
increased incidents of violence in those regions (Campbell, 2002a; MIGA, 2007). These
studies suggest that violent conflict situations tend to break out as a direct result of the
operations of MNCs in highly contentious mineral extracting sites. This is a cause for
concern as such violent outbreaks can severely impair the chances of a country being able
to realize the many benefits of increased FDI inflow, hence the importance of this present
research effort.

1.1.3 The Global Inequality Argument
Some leading economists, such as John Maynard Keynes, contend that markets
promote efficiency through encouraging competition, division of labor and specialization.
This allows people and economies to focus on what they do best, thereby leveraging their
comparative advantage. It would then follow that ‘global’ markets would offer even
greater opportunity for people to tap into more markets around the world, meaning that
they can have access to more capital flows, larger export markets, cheaper imports, and
late-breaking technologies. However, markets do not necessarily guarantee that the
benefits of increased efficiency are shared by all. A quick glance at the world’s economic
landscape shows a marked economic growth in the 20th century, with global per capita
GDP increasing almost five-fold (IMF, 2000). But this growth has not been evenly
dispersed. The richest quarter of the world’s population saw its per capita GDP increase
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nearly six-fold during the century, while the poorest quarter experienced less than a threefold increase (IMF, 2000). This trend is confirmed by the most recent World Economic
Outlook (a survey of economic trends of 42 countries for the entire 20th century) which
reaches the conclusion that output per capita has risen appreciably but that the
distribution of income among countries has become more unequal than at the beginning
of the century. Poverty levels indicate that the historically poorest countries are getting
poorer still, while the rich countries are getting richer. Those who oppose globalization
also contend that some countries are becoming integrated into the global economy more
quickly than others, and are experiencing faster economic growth and reduced poverty.

However, while some would argue that globalization does not offer extensive
opportunities for truly worldwide economic development, others contend that it does.
Economist Joseph Stiglitz in his book Globalization and Its Discontents, explains the
functions and powers of the International Monetary Fund (IMF), the World Bank and the
World Trade Organization (WTO) and how they govern globalization, both positively
and negatively. He believes that globalization can be a positive force around the world if
these institutions would dramatically alter the way they operate. He recommends that
they become more transparent in their operations and develop a mentality of periodically
examining their actions closely, and determining the true effectiveness of their programs.
He writes that, "those who vilify globalization too often overlook its benefits," some of
which he goes on to list as improved living standards around the world, better job
opportunities for foreigners, etc.
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In an article entitled, “Globalization: Threat or Opportunity?” (IMF, 2000) we
find that much of East Asia has been transformed from being one of the poorest areas of
the world to being economically prosperous and participating actively in the global
economy as a result of the implementation of outward-oriented policies. And as these
areas have experienced increasing incomes, living standards have risen making it possible
to make progress on democracy and other economic issues. However, the author reminds
us that current trends indicate that the proverbial ‘rising tide’ is not lifting all boats as
ancient philosophy would postulate. In other words, while there are indeed many nations
that are reaping the benefits of globalization, there are those that remain sorely
disadvantaged by it. In the late 1970s and early-to-mid 1980s, many countries in Latin
America and Africa pursued inward-oriented policies leading to a stagnation or decline in
their economies and as a result, a profound increase in poverty levels, and high inflation
rates. In many cases, especially Africa, adverse external developments made the
problems worse.

1.2 Research Questions
This dissertation explores the impact of globalization through an examination of
changes in the patterns of global FDI flows, with a focus on Extractive FDI inflows to
Nigeria. It looks at the increased presence of MNCs in the extractive regions within
developing countries as an indicator of increased FDI to those regions. Using both single
and multi-case study approach, it critically examines the linkages between the infusion of
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FDI into the extractive sector of developing economies and the lack of economic
development and failure to realize any tangible benefits of FDI in those regions. With a
focus on Nigeria and the Niger delta region in particular, the course of this research is
directed by the following questions:
1.) Why has Nigeria not gained more from its oil industry?
2.) What effect does foreign investment in the extractive industry have on the balance
of power among the international oil companies, local leaders and authorities?
3.) Does extractive FDI and the activity of oil exploration and production increase the
likelihood on internal conflict within the Niger delta – and some other countries?

1.3 Strategy
The present research study applies the following strategy to answering the research
questions that have been posed.

Research Question 1: Why has Nigeria not gained more from its oil industry?
Question 1 is answered by drawing on the existing resource curse2 literature and
on insights from various Nigerian government leaders. The paper also looks at analyses
by the World Bank and other development experts who are worried about Nigeria, not
understanding how despite the new federal system and more stable democratic
government (there has not been a military takeover in 11 years of democratic rule – since
2

‘Resource Curse’ is defined in the Wikipedia encyclopedia as, “a theory … that states that an abundance
of easily obtainable natural resources may in fact encourage internal corruption, underinvestment in
domestic human capital, and a decline in competitiveness of other economic sectors, thereby actually
hurting prospects for growth and democratization.”
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2000) the violence from the oil industry in the Niger delta continues to depress
investment and oil output.

Research Question 2: What effect does foreign investment in the extractive industry
have on the balance of power among the international oil companies, local leaders
and authorities?

To answer this question, the paper looks at the conflict patterns in the Niger delta
and critically examines the conflict situation in the region, drawing on interviews with
local leaders, existing Niger delta conflict literature, and a survey of Nigerians. This
research also considers the relationship among investing entities and local leaders, and
their ability to influence local content in the disaffected areas of the Niger delta. It does
this by drawing on surveys and the accounts of oil company officials, federal, state and
local government officials regarding the political and social issues that occur within their
regions/jurisdictions. Based on these account, the paper is able to formulate an opinion on
the balance of power.

Research Question 3: Does extractive FDI and the activity of oil exploration and
production increase the likelihood on internal conflict within the Niger delta – and
some other countries?
This question is answered through the multi-case study which looks at FDI flow
to several top FDI recipient developing countries in the sub-Saharan African region. For
the sake of comparison, developing countries from the East Asia, Latin America and the
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Caribbean regions, as well as several middle-income countries from the Europe and
Central Asia regions are also considered. Observation of the FDI flows is divided into
two categories: FDI flow to the extractive industry and FDI flow to other industries, and
the conflict situations in each of the selected countries, particularly in the regions where
MNC activities occur, are analyzed for effect. Critical to this analysis is determining
which conflict outbreaks occurred as a direct result of extractive FDI to the region and
which conflicts are attributable to other (non-extractive) types of FDI.

With a view to achieving economic development in Nigeria, the paper will, i.)
explore the dynamics of the relationships between FDI and the outbreak of violent
conflict in mineral-extracting regions, ii.) look at the different strategies and incentive
programs that have been employed by some MNCs to smooth their operations in mineralrich regions, and their efforts in working with the locals to ensure peaceful coexistence of
their enterprises and the region’s indigenes; iii.) consider issues of relative deprivation,
equitable resource distribution and allocation as well as theories of fairness and
distributive justice; iv.) propose ways in which FDI, particularly extractive FDI, can be
efficiently harnessed in order to encourage relative peace and harmony in conflict-torn
regions and more importantly, promote economic development; v.) identify the role of
governments and MNCs in achieving this.
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1.4 Scope and Objectives
It is expected that at a minimum, this dissertation will provide a detailed
understanding of the underlying relationship between an increase in foreign investment
into a natural resource sector and the outbreak of violent conflict. This will help to
provide a framework within which to better understand how extractive FDI (as opposed
to other kinds of FDI) affects conflict situations in developing countries and will give a
basis for discussion of the issues surrounding extractive FDI. Additionally, it will act as a
reference guide for policy makers seeking to draft FDI policies that will improve their
country’s economic disposition and set them on a path for continued economic growth
and development. At its best, the dissertation will lend insight into constructive ways in
which governments can position themselves to better leverage FDI in order to limit
conflict and achieve economic growth, particularly in the extractive sector. It will explore
the role of MNCs in this regard, and recommend measures that can be applied by
lawmakers towards this end. Although it may be more broadly applied to other regions of
the world that share similar characteristics to Nigeria, this study will ultimately be limited
to sub-Saharan African countries that have an abundance of natural resources,
particularly crude oil.

While there exist a myriad of studies on the increase of FDI flow to developing
regions of the world and their possible impacts, there is a gap in the literature, in the
sense that very few studies, if any address the impacts of alternative types of FDI (termed
“non-extractive FDI”) on conflict situations in these same regions and how those could
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possibly be leveraged for economic development. This dissertation begins to fill that
gap.

1.5 Findings
From the single case study on the Niger delta, the following 3 issues are found to be at
the core of the conflict in the region:
-

Inequitable distribution of resources;

-

Pervasive culture of corruption, fueled by insatiable greed;

-

Weak governmental institutions.

If these 3 things continue, conflict in the region will persist. Some people postulate that
economic development can lead to conflict resolution, while others say that conflict must
first be resolved in order for development to take place. It is the finding of this paper that
there must first be a significant reduction in conflict and violence before there can be
true, meaningful and sustainable economic growth. Another key finding of this research
(from the multi-case study) is that when governments choose to invest heavily in
extractive FDI as opposed to other kinds of FDI, the potential for conflict increases. This
is owing to the contentious nature of oil and the paradox of plenty.

1.6 Overview of Dissertation
The following discourse carefully lays out the argument for the merits and
demerits of extractive FDI and tries to formulate some kind of framework within which
further discussions along these lines may be encouraged. While Chapter 1 addresses the
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highlights of this research, the real material actually begins in Chapter 2 with a review of
key arguments and significant scholarly contributions in the areas of globalization, FDI
policy, and ethno political conflict as it exists in the current literature base. Chapter 3
addresses the specifics of the analytical methods and techniques that were applied to the
research. In Chapter 4, the history of Nigeria is presented along with a detailed account of
how petroleum has come to be the country’s economic mainstay. This background sets
the stage and provides the much needed context for the case study. Chapter 5 sets out to
answer the question of why Nigeria has not gained more from its oil industry, drawing on
the existing resource curse literature and exploring the paradigm of the paradox of plenty.
Chapter 6 takes an in-depth look at the conflict situation in the Niger delta region of
Nigeria and the impacts of extractive FDI, leveraging such tools as questionnaires and
face-to-face interviews with high echelon leaders and elite representatives of Nigeria.
Chapter 7 presents a multi-case study of 30 selected countries across world regions and
analyses the pattern of conflict as it relates to extractive FDI. In conclusion, Chapter 8
sums up the findings, discusses the policy relevance of the study, and makes
recommendations on how it may be enhanced, proffering ideas for future research.
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CHAPTER 2: GLOBALIZATION, FDI & GLOBAL TRENDS

2.1 Globalization and FDI Policy
This chapter summarizes current literature on globalization and FDI policy. As
part of the globalization movement, Foreign Direct Investment (FDI) has become a major
economic engine characterizing today’s modern world economy. It has been defined in a
variety of ways in the available literature, but with the same key underlying theme. For
instance, UNCTAD defines it as, “an 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)”
(UNCTAD, 99-02). According to the same UNCTAD source, FDI implies that the
investor exerts a significant degree of influence on the management of the enterprise
resident in the other economy.

Some critics of foreign investment fear that it could shift the balance of power
from a host country to investing entities’ home countries, in the sense that people in the
latter are able to make decisions that can have significant and far-reaching impacts on the
latter’s economic, political and possibly social wellbeing. In other words, the more
foreign investment a country receives, the greater the likelihood that its decision-making
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power will be usurped by those foreign entities. (The term ‘balance of power’ can also be
referred to as the ‘balance of decision-making power’). In their text entitled Buying into
America, authors Martin and Susan Tolchin look at the impacts of foreign money on
America’s political and economic independence, and provide evidence that indicates that
overdependence on foreign investors could possibly “lead to a loss of freedom as
foreigners gain economic and political leverage over the lives of Americans” (Tolchin,
1989). In another text entitled, Selling Our Security, the Tolchins again expose how
technologies that have been developed in the United States have been acquired and
commercialized by competitors in foreign countries, resulting in a decline, and in some
cases, total demise of the industries whose technologies were in essence surreptitiously
obtained (Tolchin, 1992). The key argument in both of these texts is that other countries’
governments have been careful to jealously guard their key technologies and other
valuable assets from erosion by foreign investment, as well as make the necessary
provisions to secure the global viability of their local industries. U.S. government
officials on the other hand, are guilty of adopting a more laissez-faire attitude towards
foreign investment, with an open-door policy that can have more dire implications for
U.S. national security.

On the other hand, there are those who vigorously argue that numerous benefits
can be realized through FDI. In fact, FDI has been empirically found by quite a number
or researchers (Borensztein et al., 1998; Glass and Saggi, 1999) to stimulate economic
growth. Analyst Ngowi (Ngowi, 2001, p.3) has identified some of these benefits, and
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writes that foreign direct investment can “(1) create employment in host countries; (2) be
vehicles of transfer of technology; (3) provide superior skills and management techniques
to host economies; (4) help in the capital formation process; (5) facilitate local firms’
access to international markets; (6) use local resources more efficiently and productively;
(7) increase product diversity; (8) use environmentally clean technology; (9) observe
human and labor rights and; (10) create a lot of linkage-effects in the economy, both
forward and backward. At the macroeconomic level, Moss et. al. point out that, “FDI by
definition brings new capital for investment, contributing to the balance of payments,
adding to the country’s capital stock, and potentially adding to future economic growth”
(Moss, 2005). Findlay (1978) finds that FDI increases the rate of technical progress in the
host country through a “contagion” effect from the more advanced technology,
management practices, etc., used by foreign firms.

Hoping to gain from these benefits, many developing countries – as well asn
industrialized countries like the U.S. -- began to adopt FDI as the ultimate engine of
economic development, devising ways to attract more and more FDI to their regions.
Employing such strategies as the provision of investment incentives, favorable tax
policies, relaxed rules regulating the entry and operations of foreign investors, and the
promotion of economic, social and political stability, countries increasingly engaged in
competition to make themselves more attractive contestants for FDI. This trend was
observed especially in Africa where a lot of emphasis was being placed on trying to
increase the inflow of FDI to the region in an attempt to “fill the saving and foreign
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exchange gaps associated with a rapid rate of capital accumulation and growth needed to
overcome widespread poverty, and to lift living standards to acceptable levels” (Ngowi,
2001, p. 2). Caves (1996) came to the identical conclusion, observing that the rationale
for increased efforts to attract more FDI stems from the belief that FDI has several
positive effects. Other studies that have looked at the advantages of FDI include Sjoholm
(1999) and Obwona (2001, 2004).

2.2 Global Trends in FDI Flows
Global FDI flows in the late 1970s and early 1980s were characterized mainly by exports,
world trade and world output (WIR, 1991). The idea of a ‘Triad’ (Japan, the European
Community and United States) ruling the so called ‘New World’ of international
economic relations dominated much of the FDI literature during this time, with
suggestions that the emergence of regional clusters of countries around the three poles of
the Triad, as well as the increasing role of transnational corporations in promoting
regional economic integration, would serve to dramatically change both the composition
and the climate around foreign direct investment over time (WIR, 1991).
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Figure 1 – Intra-Triad Foreign Direct Investment, 1988
Source: World Investment Report, 1991, Figure II.

After modest increases in foreign direct investment in the early 1980s, world-wide flows
of foreign direct investment were said to have nearly tripled between 1984 and 1987, and
increased by another 20% in both 1988 and 1989, to reach an absolute level of $196
billion in 1989 (WIR, 1991). This growth in foreign direct investment is thought to have
been explained, in part, by the strong economic recovery of the world economy from the
recession of the early 1980s and the ensuing high growth rates in both developed and
developing countries (See Figure 1).

Similar trends were observed in the growth of global FDI flows in the 1990s, well
above the rates of global economic growth and global trade. Recorded global inflows
grew by an average of 13% a year during 1990 to 1997 as a result of the growing role of
international production by transnational corporations (GDF, 1999; WIR 1993; WIR
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1995; WIR 2000). Worldwide foreign direct investment peaked sharply in 1999 with
inflows increasing by an average of nearly 50% a year from 1998 to 2000, reaching a
record US$1.3 trillion in 2000 (WIR, 2001). This rapid expansion of FDI was driven
mainly by large cross-border mergers and acquisitions (M&A) which were characteristic
of that time period and remain a significant stimulus behind FDI today. In 2001, global
FDI flows experienced sharp declines with inflows falling by 51% (the first decline in
inflows since 1991) and outflows declining by 55% (the first decline in outflows since
1992) (WIR, 2002). It was also noted as the largest decline in FDI flows (inflow and
outflow) in over three decades (WIR, 2002). Experts attributed this decline to the slowing
of economic activity in major industrial economies and a sharp decrease in their stock
market activity. The combined effect of these two factors was the slow-down of new
international investment, particularly, cross-border mergers and acquisitions (M&As)
(WIR, 2001).
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Figure 2 - Global Inflows of FDI 1988-2008

2002 and 2003 saw continuous declines in global FDI inflows due to slow economic
growth in most parts of the world. The 2003 World Investment Report found that a
significant drop in the value of cross
cross-border
border mergers and acquisitions figured heavily in
the decline,, as did falling stock market valuations and lower corporate profitability (WIR,
2003). By 2004,, the prospects for recovery were looking quite promising, with crosscross
mergers and acquisitions (M&As) picking up by 3% in the first 6 months of 2004 over
the same period in 2003. This in addition to improved economic growth, rising stock
market valuations and improved corporate profit
profitability
ability resulted in a slight rebound in
global FDI by the end of 2004, after three years of declining flows.
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The 2004 upturn in global FDI was led by developing countries, with FDI inflows to
those countries surging by 40% up to $233 billion making for about 36% of world FDI
inflows (WIR, 2005). This was reportedly the highest level since 1997 (WIR, 2005). One
of the main factors that was said to explain why the growth in FDI was particularly
pronounced in developing countries in 2004 was the intense competition in many
industries, which led firms to explore new ways of improving their competitiveness.

The upward trend in global FDI inflows continued for the next three consecutive
years, with 2005 reporting substantial increases of about 29% to reach $958 billion (WIR,
2008), 2006 reporting continued growth in FDI inflows to the tune of $1,461 billion, a
growth of 52.4% (WIR, 2009), and 2007 reporting record levels, with global FDI inflows
growing by another 35% to reach $1,979 billion, far above the previous record-breaker of
2000 (WIR, 2009). In 2008 however, in the midst of a severe financial and economic
crisis, global FDI inflows fell by 14% from $1,979 billion in 2007 to $1,697 billion in
2008 (WIR, 2009). This decline is projected to continue through 2009 with a slow
recovery expected in 2010 and 2011 (WIR, 2009). According to the 2009 World
Investment Report, the economic crisis appears to have changed the investment landscape
with global FDI flows to developing and transitioning economies surging to 43% in 2008
(WIR, 2009). This trend is discussed in greater detail in the following section.
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2.3 Global Distribution of FDI/The Geographical Dynamics of FDI
In addition to the ebbs and flows of global FDI, the trends in the global
distribution of FDI have been through some interesting changes over the years. Despite
long-term domination of FDI inflows and outflows by industrial countries, particularly
Japan, the European Union (EU) and the United States, inflows of FDI to developing
countries grew by an average of 23% a year during 1990 through 1998 (GDF, 1999). The
World Bank Debtor Reporting System and the Global Development Finance 1999 record
FDI flows to developing countries as having increased more than six-fold from 1990 to
1998, and their share of global FDI flows risen from 25% in 1991 to an estimated 42% in
1998 (first quarter), compared to 18% in the mid-1980s (GDF, 1999). It further indicates
that the increase in FDI inflows to developing countries accounts for 65% of the increase
in the average annual level of global FDI flows between 1986-91 and 1992-97 (GDF,
1999).
Most of the FDI surge observed in industrial countries was due mainly to M&A
activities which were on the rise during those years. This trend was also evident among
developing countries, as M&A activities increasingly became the prime avenue through
which FDI was channeled into their economies. Developing countries were able to garner
a significant portion of global majority-owned cross-border M&A sales first in the early
1990s, and then after a brief decline, again in the late 1990s, reaching 19% in 1997.
Developing countries’ share of global FDI reached 37% in the same year (WIR, 1998).
Privatization also played an important role in the increase of FDI to developing countries
as part of M&A activities, accounting for up to 13% of total FDI in 1997 at $21.1 billion
25

(a significant increase from the $5.6 billion realized in 1996). The Global Development
Finance 1999 reports that sub-Saharan Africa received $2 billion in FDI flows in 1997 as
a result of privatization. This accounted for about 38% of the region’s total FDI flow. In
the same year, Europe and Central Asia received about $6.9 billion also as a result of
privatization, accounting for 31 % of total FDI flows to the region, while Latin America
got $11.4 billion, accounting for 19 % of total FDI flow to the region (GDF, 1999). Table
1 below summarizes this data:

Table 1 - Global Cross-border mergers and acquisitions, 1991 - 97
1991
1992
1993
1994
1995
1996

(US$ b)

1997

Total M&A sales
World

85.28

121.89

162.34

196.37

237.18

274.61

341.65

Developing countries

13.88

38.19

64.54

67.27

68.78

88.21

107.85
236.22

Majority-owned M&A sales
World
Developing countries
Share of total M&A (%)

49.06

73.77

66.81

109.55

140.81

162.69

2.56

12.17

11.91

12.85

12.91

20.39

45.42

5.22

16.5

17.83

11.73

9.17

12.53

19.23

7.4

26.4

17.8

14.5

12.2

16.1

27.8

5.5

6.0

6.4

6.4

6.4

5.6

21.1

Ratio to FDI into developing
countries (%)
Privatization revenue through FDI
In developing countries

Source: UNCTAD World Investments Report 1998.

Much of the FDI upsurge that was observed in the 1990s was as a result of the
perceived maturity of the international environment and a corresponding sense of
confidence in its ability to adequately accommodate and sustain global transactions and
activities such as cross-border mergers and acquisitions. Advances in telecommunications
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and transportation technologies served to pave the way for easier, profitable cross-border
investments. Regional integration and the establishment of bilateral investment treaties
(BITs) also had a positive impact on FDI growth in recipient countries, not to mention the
opening up of developing countries to international capital flows, as well as the
implementation of policies that are more conducive to foreign investment (UNCTAD,
1998; WIR, 1998). According to the 1999 World Investment Report, in 1998, “out of the
145 regulatory changes relating to FDI made during that year by 60 countries, 94 percent
were in the direction of creating more favorable conditions for FDI. Close to 40 per cent
of the 170 treaties signed that year were between developing countries. By the end of
1998, the number of treaties for the avoidance of double taxation had reached a total of
1,871” (WIR, 1999).

Post-1997, FDI trends began to take an interesting turn. Although this had been
the case all along, FDI flows across the world began to become even more largely uneven
with the gap between FDI flows to developed and developing countries widening
considerably through the latter part of the 1990s, up until the year 2000, where they
peaked out and began a downward turn.

Towards the end of 1998, the share of global FDI inflows to developing countries
had declined to 28%. This is said to have less to do with the developing countries
themselves, and more to do with the strong FDI performance of developed countries in
that year (WIR, 1999). Developed countries registered record levels of FDI inflows and
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outflows in 1998 amounting to $460 billion (68% more than 1997) and $595 billion (46%
more than 1997), respectively (WIR, 1999). The 1999 World Investment Report reports
that the determinants of where FDI chooses to locate or flow from and to, is influenced
by 3 key elements: Policy liberalization, rapid technical progress (especially in the areas
of transport, communications and information) and new management and organizational
techniques. Regarding policy liberalization, when countries open up their economies by
implementing policies that are favorable to investment such as liberalizing trade laws,
this makes it easier for foreign enterprises to migrate towards such economies in order to
increase their efficiencies and maintain their competitive edge, especially in activities like
export and trade. Regarding technical progress, the more mature and technologically
advanced an organization is, the better its ability to successfully operate across multiple
geographically dispersed locations (McGee & Thomas, 1989). Again, such versatility can
allow an enterprise to function more efficiently, increasing productivity and improving
their competitive advantage. The third key element of FDI flow has to deal with the
organizational structure of an enterprise and the effect that that has on the organization’s
ability to invest or not invest in foreign economies. In other words, it is the effect of the
company’s organization on its ability to strategically deploy and possibly re-deploy its
resources across the globe at a speed and with the decisiveness necessary to cope with a
changing global market. Through the forces of globalization, competition, and the bid to
meet ever-increasing customer demands, it is becoming increasingly important for
organizations to maintain slim, lightweight, agile operations or ‘networks’ by collapsing
the complex, hierarchical, top-heavy structures of the past which are given to bureaucracy
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and sluggishness (Miles & Snow, 1992; Powell, 1990). Researchers have suggested a
myriad of structures that can be adopted by companies to help them cut costs, increase
productivity and improve their competitive advantage. Such structures include the matrix
structure, the cluster structure, the network structure, the concept of working in ‘teams’,
and the virtual organization, to name a few (Miles & Snow 1992; Heckscher &
Heckscher 1994; Pride, Hughes & Kapoor, 2009). Many of today’s successful
multinational corporations run on structures that are much flatter, less hierarchical and
more flexible, dynamic and fluid (Grant, 2008).

After the brief decline in FDI flows in 1998, things picked up a bit in 1999 as
developing countries received $208 billion in FDI, an increase of 16% over 1998.
However, despite the increase, the overall share of developing countries in global FDI
inflows fell from 38% in 1997 to 24% in 1999 (WIR, 2000). Developed countries saw a
total of $636 billion in FDI flows in 1999, nearly three quarters of the world’s total, with
the United States and the United Kingdom leading both as investors and recipients (WIR,
2000). A similar trend was observed again in 2000; FDI inflows to developing countries
rose to almost $240 billion even though their share in world FDI flows declined again
from 24% to 19%, and inflow to developed countries increased by 21% to a little over $1
trillion. The United States remained the world’s largest FDI recipient country with
inflows of $280 billion and the United Kingdom was again, the top source country
worldwide (WIR, 2001). On a more sober note, in a year when FDI flows to date had
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reached
ched record levels, Least Developed Countries (LDCs) received a marginal share of
FDI with 0.3% of world flows in 2000 (WIR
(WIR, 2001).

FDI Inflows in Developed, Developing & Least Developed
Countries*
US $ (Billions)
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Figure 3 - FDI Inflows in Developed vs. Developing Countries 1988--2008

* Least developed countries as of 2008 are:: Afghanistan, Angola, Bangladesh, Benin, Bhutan, Burkina Faso, Burundi, Cambodia,
Cape Verde, Central African Republic, Chad, Comoros, Democratic Republic of the Congo, Djibouti, Equatorial Guinea, Eritrea,
Ethiopia, Gambia, Guinea, Guinea-Bissau,
Bissau, Haiti, Kiribati, Lao People’s Democratic Republic, Lesotho, Liberia, Madagascar, Malawi,
Maldives, Mali, Mauritania, Mozambique, Myanmar, Nepal, Niger, Rwanda, Samoa, São Tomé and Principe, Senegal, Sierra Leone,
Solomon Islands,
lands, Somalia, Sudan, Timor
Timor-Leste, Togo, Tuvalu, Uganda, United Republic of Tanzania, Vanuatu, Yemen and Zambia.
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In 2001 when world FDI flows fell sharply, FDI inflows to developed countries
fell by about half, from $1 trillion in 2000 to $503 billion in 2001. FDI outflows from
developed countries fell from $1.4 trillion in 2000 to $0.6 trillion in 2001 (WIR, 2002).
Interestingly, FDI inflows to developing countries fell by only 14%, from $238 billion in
2000 to $205 in 2001. Same thing with FDI outflows (in 2002). This trend continued in
2002 although the World Investment Report 2003 reports that this declining trend was
experienced unevenly across regions and countries. Flows to both developed and
developing countries fell by 22% (to $460 billion and $162 billion, respectively) with the
declines more sizable among developed countries than developing (WIR, 2003). In 2003,
developed countries again registered declines in both FDI inflows and outflows, but
showing some signs of recovery. Developing countries as a group however experienced
some recovery with FDI inflows rising by 9% to $172 billion – 31% of global FDI flows
(WIR, 2004). Within the group, Africa and Asia and the Pacific saw an increase while
Latin America and the Caribbean experienced a continued decline.

By 2004, a slight rebound in global FDI was experienced particularly among the
developing countries as companies struggled to improve their competitiveness by
expanding their operations to the emerging economies in an attempt to boost sales.
Inflows to developing countries went up by 40% to $233 billion, pushing the share of
developing countries in world FDI to 36%, the highest since 1997 (WIR, 2005). In 2005,
FDI grew for the second consecutive year, with inflows to developed countries increasing
by 37% to $542 billion, and inflows to developing countries increasing to an impressive
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$334 billion, making for 36% of global FDI inflows (WIR, 2006). FDI inflows to the
United Kingdom surged by $108 billion to reach a total of $165 billion making it the
largest FDI recipient in 2005. 2006 saw continued FDI inflow increases across
developed, developing and transitioning economies (WIR, 2007), as did 2007, with
global FDI inflows reaching a historic high of $1,979 billion (WIR, 2008). By 2008, in
the midst of a global economic crisis, global FDI inflows once again dropped to $1,697
billion and further still in 2009 (WIR, 2009). In the early parts of 2008, the decline was
experienced only by the developed countries where the financial melt-down originated.
Developing and transitioning economies however continued to realize increases in FDI
with their shares of global FDI inflows growing to 37% and 7%, respectively from 27%
and 5% in the previous year (WIR, 2009). Somewhere between the end of 2008 and early
2009, this disparity began to change, and now, the decline is said to have cut across all
global regions and economic groups. Analysts expect to see an upward trend in 2010 and
2011 as the global economy starts to recover.
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FDI Outflows in Developed, Developing & Least Developed
Countries - US$ (Billions)
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Figure 4 - FDI Outflows in Developed vs. Developing Countries 1988-2008
1988

2.4 FDI flows to Africa
Over the years, FDI inflows to Africa have been marginal at best, especially when
compared to global FDI inflows. Significant increases in FDI flows to the region were
observed as early as the 1980s with average annual flows increasing from about $907
million in the 1970s to $1.3 billion in tthe
he 1980s and $4.3 billion in the 1990s (Moss,
2005). Between 1981 and 1985, Africa received about a 3% share in total FDI flows with
an average of about $2 billion compared to the global average of $50 billion. From 1986
to 1990, that percentage had droppe
dropped
d to 2% with an average FDI flow of $3 billion
compared to the global average of $155 billion during the same timeframe. In 1991 and
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1992, Africa still only received 2% of total world FDI flows, with amounts of $3 billion
and $2 billion respectively (WIR, 1993).

Table 2 – Avg FDI flow, % Share & Growth in Developing Countries
Country/
Average
Share in total (%)
Growth Rate (%)
Economy
(Billions of $)
All Countries
Developing
Countries
Africa
East, South &
South-East
Asia
Latin America
& the
Caribbean
Oceania
West Asia
Other

Least Developed
Countries

1981- 1986- 1991 1992 1981- 1986- 1991 1992 1981- 1986- 1991 1992
1985 1990
1985 1990
1985 1990
50
155 149 126 100 100 100 100 -1
22
-27
-15
14
26
39
40
26
17
26
32
-4
14
24
3
2
5

3
13

3
20

2
21

3
10

2
9

2
13

2
17

12
-3

6
21

21
8

-33
5

6

9

15

16

12

6

10

13

-10

9

53

7

0.1
0.4
0.03
0.2

0.2
0.4
0.05
0.1

0.1
0.8
0.1
0.2

0.5
0.8
0.1
..

0.3
1
0.1
0.3

0.1
0.3
0.03
0.3

0.1
0.5
0.1
0.3

0.4
0.6
0.08
..

-2
7
-10
-0.4

27
27
103
1

-57
61
35
12

400
0
0
..

However, despite these dismal performances in the initial stages, the African
region has continued to see an overall, gradual increase in FDI flows from the late 1970s
through the 1990s and well into the 20th century mainly as a result of globalization and
widespread economic liberalization. According to the 1997 World Investment Report, the
absolute level of FDI flows into Africa grew from an annual average of $800 million
during 1975-1980 to an annual average of $3.9 billion during 1990-1996. It further
reports that although rising from a small level, FDI inflows into Africa grew by fivefold
between the periods 1975-1980 and 1990-1996, compared with 4.7 times for Latin
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America and sevenfold for developed countries as a whole (WIR, 1997).. In 1996, foreign
direct investment inflows into Africa increased by 5.3% to almost $5 billion, with
Nigeria, Egypt and Morocco topping the league of the largest recipients (WIR,
(WIR 1997).
Unfortunately, Africa’s share of the total inflows that went to developing regions fell
from about 11% during 1986
1986-1990 to 5% during 1991-1996
1996 (and reaching 3.8% in 1996),
suggesting that it had not benefitted that much from the FDI surge that was characteristic
of the latter half of the 1990s (WIR, 1997).

Africa vs. sub
sub-Saharan Africa FDI Inflows
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FDI Inflows
(Millions of dollars)
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Figure 5 – FDI Inflows to Africa from 1986 - 2008

In 1997, FDI inflows to Africa hit a record $9.4 billion,, then declined a bit in
1998 to about $8.3 billion and then rose again in 1999 to $10.5 billion (WIR1999,
(WIR
2000).
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However, this increase was not enough to raise its share in global FDI inflows. It
remained at the low level of 1.2% in 1999, compared to 2.3% in 1997 and 1.2% in 1998
(WIR, 2000).

Table 3 – % Share of FDI flows in Developing Countries, 1981 – 2000
Country/Economy
All Countries
Developing Countries
Africa
East, South & South-East Asia
Latin America & the Caribbean
The Pacific
Oceana
West Asia
Other

Share in total (%)
19811985
100
26
3
10
12
-0.3
1
0.1

19861990
100
17
2
9
6
-0.1
0.3
0.03

1991

1992

1995

1996

1997

1998

1999

2000

100
26
2
13
10
-0.1
0.5
0.1

100
32
2
17
13
-0.4
0.6
0.08

100
32.3
1.3
20.4
10.0
0.2
--0.1
0.5

100
37.7
1.6
22.1
12.9
0.1
-0.2
0.9

100
37.2
1.6
18.9
14.7
--1.0
0.9

100
25.8
1.2
12.0
11.1
--0.7
0.7

100

100

1.2

0.x

---

---

Source: WIR1993, 1999, 2000.

While flows remained concentrated in a few host countries (Nigeria and Egypt
accounted for over a half of FDI into Africa during the first half of the 1990s), other
countries such as Morocco, South Africa, Seychelles and Angola were beginning to
receive sizeable inflows.

By 2000, inflows to Africa (including South Africa) had declined again from
$10.5 billion in 1999 to $9.1 billion in 2000. As a result, the share of Africa in total FDI
flows fell below 1 % (WIR, 2001). This decline was mainly related to two countries:
South Africa and Angola. In the former country, fewer privatization and M&A deals
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caused the slow-down, while in the latter, inflows to its petroleum sector declined (WIR,
2001).
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Morocco
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Figure 6 – Africa: FDI Inflows, top 10 countries, 2001 and 2002*
(USD billions)
Source: UNCTAD, FDI/TNC database (http://www.unctad.org/fdistatistics).
* Ranked on the basis of the magnitude of 2002 FDI flows.
** In 2001, FDI inflows to Chad are zero.

The inflow of FDI to Angola, Nigeria, Algeria, Chad, Tunisia and Sudan during those
years (2001, 2002) was largely attributable to the petroleum exploration activities in
those regions. In South Africa however, the manufacturing sector (particularly the
automobile industry) seemed to have attracted considerably more FDI than did natural
resources (WIR, 2003).

37

After a brief bounce-back in 2001 with FDI inflows to Africa (including South
Africa) picking up again and going from $9 billion in 2000 to more than $19 billion
mainly from cross-border mergers and acquisitions, another dip in FDI inflows to the
region was observed in 2002, with a drop of about 3% to $11 billion (WIR, 2003). As a
result, the region’s share in global FDI inflows fell from 2.3% in 2001 to 1.7% in 2002
(WIR, 2003). This was said to be caused by slow economic growth in most parts of the
world and dim prospects for recovery. Also blamed were falling stock market valuations,
lower corporate profitability, a slowdown in the pace of corporate restructuring in some
industries, and the winding down of privatization in some countries (WIR, 2003).

FDI inflows went through a similar zig-zag pattern again in 2003, going up by
39% to about $18.5 billion, thanks to investments in natural resources and the continued
liberalization of FDI policies but then dropping ever so slightly in 2004 to about $18
billion (WIR2005), and picking up again in 2005 to a record-setting $31 billion (WIR,
2006). Since then, FDI inflows to Africa have remained on an uninterrupted, upward
trend, growing from $31billion in 2005 to $36 billion in 2006 (WIR, 2007), to $53 billion
in 2007, and another record level of $88 million in 2008, despite the global financial
crisis (WIR, 2009). These increased flows were said to be due in large part to crossborder M&As which more than doubled their level of 2007 as well as the adoption of a
number of policy measures by several African countries, which helped to make the
business environment more favorable for foreign investment. In general, the main FDI
recipients included many natural-resource producers that have been attracting large
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shares of the region’s inflows in the past few years, as well as new commodity-rich host
countries. Developed countries remained the main sources of FDI in the region, although
the share of developing countries, especially from Asia, has been increasing over time
(WIR, 2009).

With regards to the West African sub-region in particular, FDI inflows increased
substantially, going from $16 billion in 2007 to $26 billion in 2008, largely attributed to
increased investments in new projects in the Nigerian oil and mining industries (WIR,
2009). There were also increased investments in existing projects such as the continued
construction of the OK-LNG plant in Olokola Free Trade Zone in Nigeria by a
consortium of foreign TNCs and further payments made by Chinese energy company
CNOOC Ltd for a 45% stake in an offshore oilfield in Nigeria, which it had purchased in
2006 for $2.3 billion (WIR, 2009). A large number of cross-border M&As were also
observed in some other countries of the region such as the acquisition of a 70% stake in
Ghana Telecommunications Co Ltd. by Vodafone Group (United Kingdom) for $900
million. Even in 2008, the list of major recipients in sub-Sahara remained largely
unchanged, with oil-producers such as Nigeria, Angola and Egypt topping the list,
followed by South Africa. The figure below shows the FDI inflows to the top 10 African
recipient countries in 2007, 2008:
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Figure 7 – Africa: FDI Inflows, top 10 countries, 2007 and 2008
(USD billions)
Source: UNCTAD, FDI/TNC database (www.unctad.org/fdistatistics) and annex table B.1.a
Ranked by the magnitude of 2008 FDI inflows.

By mid 2009 however, the sharp decline in commodity prices and the slowdown
in global economic growth led to a break in Africa’s six years of consecutive growth in
inflows as TNCs cancelled or postponed new projects (WIR, 2009). Large inflows to
Nigeria, Angola and South Africa, plus good performances in Congo, Ghana, Guinea and
Madagascar (each receiving more than $1 billion worth of inflows in 2008) boosted
overall FDI flows to sub-Saharan Africa. It is expected that by the end of 2009 – early
2010, these countries too will start to feel the impacts of the global economic melt-down.

In their discourse on ‘Africa’s skepticism of Foreign Capital’, researcher Todd
Moss and others point out that despite the seemingly impressive increases in FDI flows to
Africa, total world FDI has grown at a much faster rate, bringing the continent’s relative
share of global FDI from about 5 % in the early 1970s, to 1 % by the early 1980s, and it
40

remains no greater to date (Moss, 2005). This leads to another current debate in the
literature: whether or not global income inequality across countries is increasing.

2.5 Growing Global Income Inequality?
Economists such as John Maynard Keynes contend that markets promote
efficiency through encouraging competition, division of labor and specialization, which
allows individuals and economies to focus on what they do best, thereby leveraging their
comparative advantage. In other words, markets are essentially a ‘good’ thing. Taking
this idea a step further, the concept of a ‘global’ market is one that could potentially
promote the ultimate level of efficiency by leveraging the best of what all the participants
(individuals and economies) have to offer, thereby giving participants increased access to
larger export markets, cheaper imports, more capital flows, new industry ideas and latebreaking technologies. And while this concept may sound probable on paper, the reality
presents a different picture. The fact is that markets generally do not guarantee that the
benefits of increased efficiency will be shared by all. A quick glance at the world’s
economic landscape shows a marked economic growth in the 20th century, “with global
per capita GDP increasing almost five-fold” (IMF, 2000). But this growth has not been
evenly dispersed. The richest quarter of the world’s population saw its per capita GDP
increase nearly six-fold during the century, while the poorest quarter experienced less
than a three-fold increase (IMF, 2000). Current Human Development Report Director
Kevin Watkins writes, “In a world of disturbing contrasts, the gap between rich and poor
countries, and between rich and poor people, continues to widen” (Watkins, 1997).
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President of the Union of Needletrades, Industrial and Textile Employees (UNITE) and
Chair of the AFL-CIO International Affairs Committee, Jay Mazur comments,
“Globalization is leaving perilous instability and rising inequality in its wake (Mazur,
2000)."

This trend is confirmed by the World Bank’s World Development Report
2000/2001 which acknowledged: “In 1960 per capita GDP in the richest 20 countries was
18 times that in the poorest 20 countries. By 1995 this gap had widened to 37 times.”
(World Bank 2000/2001). The 2005 Human Development Report finds that “the world’s
richest 500 individuals have a combined income greater than that of the poorest 416
million. Beyond these extremes, the 2.5 billion people living on less than $2 a day – 40%
of the world’s population – account for 5% of global income. The richest 10%, almost all
of whom live in high-income countries, account for 54%” (UNHDR, 2005). Even the
executive summary of the United Nation’s World Social Situation Report 2005 starts out
saying, “The global commitment to overcoming inequality, or redressing the imbalance
between the wealthy and the poor, as clearly outlined at the 1995 World Summit for
Social Development in Copenhagen and endorsed in the United Nations Millennium
Declaration, is fading. 80% of the world’s gross domestic product belongs to the 1 billion
people living in the developed world; the remaining 20 % is shared by the 5 billion
people living in developing countries” (UNDES, 2005). Further in the report is the
repeated warning of persistent and deepening inequalities within and between countries,
with a note of caution that to ignore inequality in the pursuit of development could result
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in perilous consequences (UNDES, 2005). An IMF staff member declares, “it is clear that
the income gap between rich and poor countries has been widening for many decades”
(IMF, 2000). Even a cursory glance at the Global FDI inflows versus Africa FDI inflows
over a two decade period shows a marked difference in the degree of ebbs and flows
observed in those regions.
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Figure 8 - Global vs. Africa FDI Inflows

The key point in all these reports cannot be lost: poverty levels indicate that the
historically poorest countries are getting poorer still, while the rich countries are getting
richer. That is, until you stumble upon the counter arguments of sociologists such as
Glenn Firebaugh and Brian Goesling.
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In their article entitled, Accounting for the Recent Decline in Global Income
Inequality, (Firebaugh & Goesling, 2004), Firebaugh and Goesling portend that contrary
to popularly held views, global income inequality has seen a decline in the last decades of
the 20th century. Focusing on income inequality across nations, they find that this closing
in of the world income gap is largely due to industrializing regions such as China and
South Asia which account for about 40% of the world’s population, experiencing income
growths at a faster rate than the world average income growth. As such, they conclude
that economic globalization has served to spread industrialization throughout the world’s
most populous poor regions, thereby reducing global income inequality. They further
argue that this pattern of decline will persist in the following decades due to the
continued industrialization of poor regions, and the anticipation of a significant portion of
the world’s working-age population coming from those very regions. Firebaugh
expatiates on this view in his text in which he insists that there has been a transition in
inequality that has been brought on by spreading industrialization, the rise of the service
sector, the narrowing of institutional differences across nations, and the reduction in the
effect of labor immobility (due in large part to the advancement of technology) across
national borders (Firebaugh, 2003).

The debate over whether or not global income inequality is increasing or
decreasing is a salient one, particularly because the final conclusion can have farreaching consequences, not to mention policy relevance for developing regions and the
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global community at large. For instance, if it is true that inequality is increasing, then
developing countries would need to at a minimum, implement policies that can help
counter this effect in their respective economies in such a way that will promote
industrialization and increased foreign trade. The international community would also
have to make certain adjustments in response because in the long run, the problem of the
poor can only be ignored for so long, without eventually impacting the rich. The United
Nations understanding this in 2002 declared the 8 Millennium Development Goals
(MDGs) defined as, “the world's time-bound and quantified targets for addressing
extreme poverty in its many dimensions-income poverty, hunger, disease, lack of
adequate shelter, and exclusion-while promoting gender equality, education, and
environmental sustainability. They are also basic human rights-the rights of each person
on the planet to health, education, shelter, and security” (The Millennium Project, 2002).
On the other hand, if global income inequality is declining, then further research would
be required to understand what the drivers are for such a trend, and try to encourage
further closing of the gap. This is not impossible, closing the gap that is. Author and
Director of the Earth Institute at Columbia University, Jeffrey Sachs, in his text “The End
of Poverty: Economic Possibilities for Our Time”, argues that with a globally
coordinated and properly funded program, extreme poverty can be eradicated by 2025
(Sachs, 2005).

Nobel Prize in Economics winner Joseph E. Stiglitz who served as a member of
the Council of Economic Advisers under President Bill Clinton, and was a former chief
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economist and senior vice president at the World Bank records in his book, Globalization
and Its Discontents, that he “saw firsthand the devastating effect that globalization can
have on developing countries, and especially the poor within those countries” (Stiglitz,
2003). He goes on to state that poor farmers in developing countries simply cannot
compete with the highly subsidized goods from Europe and America, and as such, their
jobs are being systematically destroyed. He cites the premature implementation of capital
market liberalization policies as a key reason why many developing countries’ economies
have taken severe plunges into poverty and directs most, if not all of his criticisms
towards such institutions as the World Bank, the IMF and the WTO for dominating the
global scene and running what he calls a, “global governance without global
government.” Pointing to the fact that in the current system, only a few players are able to
call the shots and make decisions that end up affecting so many others who remain
voiceless in the matter, he suggests that globalization be reshaped to give all countries a
voice in the policies affecting them. In his words, “globalization itself is neither good nor
bad. It has the power to do enormous good, and for the countries of East Asia, who have
embraced globalization under their own terms, at their own pace, it has been an enormous
benefit. But in much of the world, it has not brought comparable benefits” (Stiglitz,
2003).

While sources such as the Human Development Report 2005, World Development
Report 2005, and the United Nation’s World Social Situation Report 2005, the
International Monetary Fund (IMF, 2000) and World Trade Organization as well as a
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host of other scholarly articles (Mazur 2000; Watkins 1997; Wade 2004; Wade 2001;
Milanovic 2005) all point to increasing global inequality as a result of economic
globalization, others such as Firebaugh, Goesling, Bhalla and Sala-i-Martin, to name a
few, contend otherwise (Firebaugh, 2003; Firebaugh & Goesling, 2004; Bhalla, 2002;
Sala-i-Martin, 2002a; Sala-i-Martin, 2002b). In an interesting analysis of Firebaugh and
Goesling’s article, Accounting for the Recent Decline in Global Income Inequality,
(Firebaugh & Goesling, 2004), London School of Economics’ Robert Wade disagrees
with the writers’ conclusions that global inequality has declined as a result of economic
globalization, noting that much of their argument appears to rely heavily on the studies of
Bhalla and Sala-i-Martin which have been substantially critiqued by leading experts in
the field (Wade, 2004) [See the following references for the critiques: Milanovic 2002;
Ravallion 2003; Ravallion 2004]. Among other things, Wade calls into question the
authors’ decision to overlook inequality within countries, citing that there is evidence to
show that internal inequalities are widening and this could have some bearing on intercountry inequality. Wade also pokes holes in the authors’ use of the Purchasing Power
Parity measure, which when excluding China, suggests decreasing inequality, but when
including China, indicates the opposite. Wade purports that this points to the fact that
falling inequality is therefore not necessarily representative of the world economy and
appears to depend mostly on China (Wade, 2004).

The work of Bob Sutcliffe is another study worth mentioning that reviews the
different claims on the movement of global inequality. Sutcliffe attempts to analyze the
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current debates on global inequality trends, identifying the problems of method,
measurement and data used in assessing the direction of global inequality. He looks at the
strengths and weaknesses of several different arguments, highlighting questionable
interpretations of the facts and figures which allow analysts to reach widely differing
conclusions (Sutcliffe 2003). The goal of his study is to determine, “whether, by using
available economic statistics, it is possible to obtain an overall assessment of the degree
of world inequality and say definitively how it has changed” (p. 4). He identifies that the
disparities in results tend to arise due to:


The use of different concepts of what equality and inequality are;



Differences in the way in which those concepts should be measured;



Inconsistencies in data obtained from different sources.

In one case, Sutcliffe cites how using different measures (Exchange Rate method versus
the Purchasing Power Parity (PPP)) to compare incomes of different countries can give
different results (with the latter being the preferred of the two) (p. 31). In another case, he
points to the difference in choice of data sets (household spending versus estimates of
GDP per head) as being a likely culprit for the arrival of analysts at radically different
results (p.30). In the end, he concludes that while it is extremely difficult to compare
across different studies and confirm their concurrence (or lack thereof) with one another,
his personal calculations find that inequality is growing between extremes of rich and
poor while the intermediate sections of the world population move close together (p. 31).
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The inequality debate therefore rages on, and in the midst of it are the realists who
believe that a polarization between rich and poor states is an unavoidable outcome of
globalization. They assert that the hierarchy of power is essential to the maintenance of a
stable international order, since global peace and security ultimately depend on the
willingness of the most powerful states to police the system (Gilpin 1981; Krasner 1985;
Clark 1989; Krasner 1993). Furthermore, they suggest that inequality is inherent in the
very structure of world order, and is a vital ingredient for effective international
governance (Woods, 1999).

2.6 Studies Linking FDI & MNC Activities to Host Country Conflict
A key observation in the FDI flows to sub-Saharan Africa in recent years is the
strong concentration of inward FDI in a few countries. Moss et al. point out that, “in the
most recent five years, just three countries - South Africa, Angola and Nigeria accounted for 55 % of the total FDI to the region” (Moss, 2005). Furthermore, much of
this concentration has been found to be directed toward the countries’ extractive sectors.
For Angola, Nigeria, Equatorial Guinea, Sudan and Chad, the bulk of foreign investments
were directed to petroleum exploration activities (accounting for 43.5 % of Africa’s total
FDI), while in Ghana, Zambia, Namibia, Botswana, South Africa, and Tanzania, FDI was
mainly targeted towards large mining projects (Moss, 2005). As one source put it, “subSaharan Africa is in the midst of an oil boom as foreign energy companies pour billions
of dollars into the region for the exploration and production of petroleum. African
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governments, in turn, are receiving billions of dollars in revenue from this boom” (Gary,
2003, p.1). The report further states that, “Oil production on the continent is set to double
by the end of the decade and the United States will soon be importing 25 % of its
petroleum from the region. Over $50 billion, the largest investment in African history,
will be spent on African oil fields by the end of the decade” (Gary, 2003 p. 1). Most of
this FDI activity is said to have come from individual investors and investment
institutions in Europe – France, the Netherlands, the United Kingdom – and the United
States (WIR, 2005).

A study sponsored by the Fafo Institute’s Program for International Cooperation
and Conflict Resolution (PICCR) and the International Peace Academy reviewed the
impact of private sector actors in zones of conflict and found that “there is increased
involvement and relative influence of international private sector actors in the political
economy of countries and regions experiencing violent conflict” (Sherman, 2001). The
study goes on to say that these private sector actors have the ability to influence the
peace, security and prosperity of developing countries. It concludes that while FDI may
be good for economic growth, under certain circumstances, it could “contribute to the
pathologies of weak states and to the outbreak and/or continuation of violent conflict,
regardless of the intentions of the particular corporation concerned” (Sherman, 2001).
Another research effort done by Ashley Campbell and sponsored by the Country
Indicators for Foreign Policy (CIFP) examined the linkages between corporate activities
of MNCs and outbreaks of violent conflict, and found that MNCs are ill-equipped to
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assess conflict risks and impacts effectively and as such, may in some cases be
contributing to the outbreak of violent conflict (Campbell, 2002). The report suggests a
new approach to risk analysis and impact assessment that could help MNCs better deal
with the complexity of conflict situations in the host countries where their corporate
activities are conducted (Campbell, 2002).

A paper on “Imperialism and Multinational Corporations” using Nigeria as a case
study, looks at the character and roles of MNCs and tries to provide empirical validation
for the basic Marxist thesis that “the serious problems of Third World countries like
Nigeria can be traced directly to the operations of imperialist forces whose most powerful
catalysts are the colossal multinational enterprises” (Onimode, 1978). The paper
concludes that the domination and brutal exploitation of Nigeria by MNCs is responsible
for the country’s “underdevelopment and the widening gap between it and the imperial
sources of foreign monopoly capital.” It goes on to recommend that as a resolution to this
pervasive problem, there needs to be a revolution of sorts in terms of implementing a
totally anti-imperialist socialization of all MNCs and a socialist restructuring of Nigeria
(Onimode, 1978). Other works that explore the linkages between the outbreak of conflict,
the effects of FDI and the presence of MNCs include studies by Indra de Soysa on the
“New World Dis(Order)? Testing the Effects of Trade & FDI on New Models of Civil
Conflict, 1989 – 1999” (Soysa, 2001); Hassan, Olawoye and Nnadozie on the “Impact of
International Trade and Multinational Corporations on the Environment and Sustainable
Livelihoods of Rural Women in Akwa-Ibom State, Niger delta Region, Nigeria (Hassan,
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2002); The World Bank on “Nigeria Strategic Conflict Assessment” (World Bank, 2003);
Shane Roberts on

“Foreign Direct Investment and the Multi-lateral Agreement on

Investment – The Hidden Agenda” (Roberts, 1998);

OECD on “Multinational

Enterprises in Situations of Violent Conflict and Widespread Human Rights Abuses”
(OECD, 2002); and Colin Boocock on “Environmental Impacts of Foreign Direct
Investment in the Mining Sector in sub-Saharan Africa” (Boocock, 2002).

In an article entitled “TNCs and the South: 10 Reasons to stand up and Fight”,
author Oras Tynkkynen lists 10 reasons why MNCs have had a mostly negative impact
on Southern regions of the world in terms of economic output. He points out that, “The
largest TNCs far outstrip most southern and even many northern countries in terms of
economic output. For example, the combined revenues of General Motors and Ford
exceed the combined Gross Domestic Product (GDP) for all of sub-Saharan Africa. 51 of
the largest 100 economies in the world are corporations. This is the result of constant
mergers and take-overs. TNCs have very often oligopolistic tendencies: the top five car
and truck manufacturers are responsible for nearly 60% of worldwide sales of motor
vehicles. TNCs hold ninety % of all technology and product patents worldwide.”
(Tynkkynen, 2001). And while he admits that FDI can have a number of positive effects
on the economy, Tynkkynen argues that the list of negative influences far outrun the
positive. He identifies what he refers to as ten “areas of devastation” caused by TNCs: (1)
Direct [environmental and social] impact of TNC Projects; (2) Promotion of rampant
consumerism; (3) Creation of unnecessary [cross-border trade] traffic; (4) Race to the
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bottom [the lowering of social and environmental standards that pose barriers to trade in
the attempt to attract foreign investment]; (5) Wealth concentration [Pockets of affluence
in the North, draining of resources from workers and consumers in the South]; (6) Tax
evasion; (7) The undermining of democracy; (8) Dismantling community control [A
separation between the locales of the community and the decision-making processes that
go on in the foreign located headquarters]; (9) Destroying sources of livelihood; (10)
Promoting a global monoculture (Tynkkynen, 2001). The determination of whether or not
these accusations are actually valid and to what extent is left for the reader to decide.
However, it is the position of this paper that a careful examination of the corporate
activities of TNCs in many parts of the world may serve to bear out the validity of
Tynkkynen’s allegations.

2.7 Ethno-political Conflict
The end of the Cold war it seems marked the beginning of a new wave of, and a
different kind of war. In his well-known discourse on the “Clash of Civilizations”, author
Samuel P. Huntington talks about a new phase in world politics in which the great
divisions among humankind and the dominating source of international conflict will be
cultural (Huntington, 1996).

Now more than ever, we are witnessing the occurrence of many intra-state conflicts,
than the more typical inter-state conflicts. The former is defined as conflict that ensues
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between parties within a nation-state, while the latter is defined as conflict between states,
and is more reflective of the kinds of conflict that have been observed up until post-Cold
War. These conflicts manifest as state meltdowns, genocide and targeted ethnic violence
(Wenger & Zimmermann 2003; Lake & Rothchild 1996). Ted Robert Gurr refers to this
phenomenon as a “post-Cold war surge in tribal conflict” and finds that these conflicts
are contention for state power among communal groups in the immediate aftermath of
state formation, revolution, and efforts to democratize autocratic regimes (Gurr, 1994).
These are issues of conflict that arise from rival national identities within ethnic groups,
which in turn lead to conflicts on the political front. George Mason University Professor,
Ho-won Jeong affirms this new pattern of conflict, stating that “along with the
establishment of new states, there has been more political violence of different scales,
ranging from adverse regime changes and revolutionary insurgencies to ethnic wars and
genocides.” (Jeong 2008).

The term ‘ethno-political conflict’ is used synonymously with ‘ethnic conflict’ and
has been defined as “disputes between communities which see themselves as having
distinct heritages, over the power relationship between the communities” (Kaufmann,
1996) and as disputes “about important political, economic, cultural, or territorial issues
between two or more ethnic communities” (Brown, 1993). Author Donald Horowitz
defines it as “control of the state, control of a state, an exemption from control by others”
(Horowitz, 1985). There is no doubt that ethnic conflicts have become a very important
phenomenon of our times. Lawyer and author Olga Jourek sums it up nicely, saying that
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they [ethnic conflicts] “pose a threat not only to international peace and stability, they are
also a threat to the very countries involved in the conflict. Conflicts tend to divert the
parties’ attention, efforts, material and human resources from more important tasks. They
create a nourishing environment for increasing the amount of crimes inside the countries,
for developing extremism, even terrorism, for the violation of political as well as socioeconomic human rights, etc., thus undermining the most important foundations of vitality
of these states and occasionally leading to the complete disappearance of the states
themselves” (Jourek, 1999). In the preface of his book on ethnic groups in conflict,
Horowitz says “the importance of ethnic conflict, as a force shaping human affairs, as a
phenomenon to be understood, as a threat to be controlled, can no longer be denied….
Ethnicity is at the center of politics in country after country, a potent source of challenges
to the cohesion of states and of international tension” (Horowitz, 1985). This observed
change in the nature of human societal conflict has been attributed to many factors, one
of which is the collapse of empires (Katz, 1993).

According to author and professor of government and politics, Mark N. Katz, the
Soviet military withdrawal from Eastern Europe and the Third World brought an end to
the Cold War, allowed democratization to proceed in many states previously ruled by
Marxist dictatorships, and led to significant progress in resolving several Third World
conflicts (Katz, 1993). However, Katz asserts that on the other hand, the collapse of the
Soviet empire has been followed by the emergence and re-emergence of conflict in
several areas that had been relatively quiescent during the Cold War (Katz, 1993). And
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while many of these new conflicts are occurring within the former Soviet empire, e.g.
civil war in Tajikistan, fighting in Chechnya, the war between Armenia and Azerbaijan
over Nagorno-Karabakh, etc., several have also erupted in other Third World countries
including Rwanda, Somalia, Yugoslavia, India, Turkey, Sudan, and many more.

In another text, Jeong argues that liberation movements aspiring for independence
against colonial powers have evolved into armed struggles between rival ethno-political
groups over the control of newly independent states (Jeong, 2000). He goes on to say that
many violent conflicts in the Third World illustrate difficulties in the political integration
of diverse ethnic groups into the same territorial boundaries, and that the eruption of civil
war derives from inter-ethnic rivalry (Jeong, 2000). When you put this all together,
several things are clear about ethnic conflict: Ethnic conflict is a worldwide phenomenon
(Horowitz, 1985) and it is one that will probably never end (Jeong, 2008).

The premise of the rise in intra-state conflicts owing to the collapse of empires is
based on the fact that countries which were controlled by colonial empires were formed
arbitrarily through the merging of diverse peoples and regions into artificial entities. The
borders between most states were established either through conquest by a colonial
empire, or through negotiations between empires, and this process took little account of
whether or not the groups of people living within these newly defined borders were of the
same ethnicity or culture. As such, many nations were defined by a random act of
territorial segregation, and people who were found within these borders were forced to
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see themselves as a single nation, even though they did not necessarily think so. This act
of randomness has become in essence, the basis for many of the modern day struggles of
groups within nations for their independence. And even though he was probably referring
to the effects of MNCs on host countries’ sovereignty, Jeong correctly notes that
transboundary penetration and what he refers to as “foreign meddling” have the tendency
to both fuel and stretch out ethno-political rivalry in Africa’s many regional conflicts
(Jeong, 2008) as is evidenced by the significant number of conflicts in the continent.

Another reason for the struggles of ethnic groups within colonially defined
nation-states can be blamed on the inheritance of colonial structures. During the process
of decolonization, many new nations were born. These nations fought for their
independence, and once gained, formed their own governments to oversee the affairs of
their land but then found themselves perpetuating the old imperial order, which they had
consciously or sub-consciously inherited from the period of colonial rule. Author Donald
Rothchild refers to this as “an external hegemony that brought with it an entrenchment of
administrative control, economic dominance and social and cultural patterns that,
consciously or unconsciously, distinguished the relatively advantaged urban core from
the relatively disadvantaged periphery” (Rothchild, 1997). He goes on to say that “the
ascendant state elite felt justified in making authoritative decisions on allocative matters
for the territory as a whole… decisions which often benefited the urban elite at the
expense of the remaining population” (Rothchild, 1997).
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Katz identifies 2 main ways in which a country could be seen to be upholding
imperialism (Katz 1993). According to him, this trend could occur if a country came to
be entirely dominated by one ethnic group over the others, perhaps as a result of the
colonial rulers’ preference of that ethnic group. This was the case in Rwanda with the
Hutus and the Tutsis, in which case the Hutus were favored such that after colonial rule,
they “naturally” assumed leadership of the country.

The second way in which a country could exhibit traits of imperialism is if one
ethnic group insists on maintaining complete control of the seat of government by
employing only close relatives, family or members of the same ethnic group for fear of
being overthrown by members of another ethnic group. This is certainly the case in
Nigeria, a country that has been plagued by years of ethno-political conflict. Like so
many other modern African states, Nigeria is the creation of European imperialism.
Successive coups since its independence from Britain in 1960, are rooted in a struggle for
power between the three dominant regional groups -- the Hausa-Fulani elite and allied
groups of the mainly Muslim north and the mainly animist and Christian Yoruba and Ibo
of the west and the east. The history of Nigeria is one that has led up to a present-day
situation in which underlying tensions as a result of past strife continue to exist. These
tensions tend to have a negative influence on the relationships between people from
different ethnic groups, leading to spouts of conflict, which are not easily attributable to
any one cause. Several suggestions have been posed as to the way forward for Nigeria.
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One of such suggestions is that the country be broken up into three separate nation-states,
one for each of the major ethnic groups. Another school of thought suggests that the
country remain as one, and instead focus on mending soured relationships and
reconstructing a nation that is encompassing of the different ethnicities. Based upon the
theory of the whole being a sum of its parts, a unified Nigeria can leverage the strengths
of the different ethnicities that make it up. Each ethnicity has its skills, unique qualities,
and characteristics that can be beneficial to the society as a whole, and these would be
lost if the country is forced to split.

The ‘legacy of empire’ is also evident in the way that post-colonial governments
often times are found refusing to give up ownership of certain territories that were
previously owned by another ethnic group, but were lost due to the arbitrary border
definitions.

Following World War I, Woodrow Wilson spoke of the concept of national selfdetermination as an alternative to empire (Lynch 2002). This concept embodies the desire
of a people that their nation be seen as equal to all other nations, and not subordinate to
any other. There are also the issues of national identity and state democracy, both of
which Francis Fukuyama addresses, which affect national self-determination. Fukuyama
says that democracy within a state represents the triumph of the principle of equality
(Fukuyama 1992). And this quest for equality is manifested in the way of national selfdetermination. However, the issue of national identity is one of equal or greater
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relevance, for when a nation is comprised of a people who do not share a common sense
of identity, problems can arise. We begin to see fault lines develop in ethnic relationships
as well as along the paths of the political arena, hence the term ‘ethno-political’.
Fukuyama again asserts that when there are rival national identities within a state, the
ability of a democratic government to function successfully can be severely impaired.
British philosopher and political economist John Stuart Mill echoes this thought in his
age old discourse on “Representative Government” where he states that that “free
institutions [e.g. democracies] are next to impossible in a country made up of different
nationalities” (Mill 1861). Horowitz supports this argument, stating that democracy is
always in a precarious state in ethnically divided societies and warns that unless
precautions are taken, democratic arrangements in such societies have the tendency of
unraveling (Horowitz 1985).

Some of the key elements that tend to encourage conflict in a social and political
environment can be summarized into 3 main categories:
i.

Lack of trust between the different ethnicities

ii.

Lack of trust in government (civilian and military)

iii.

Unequal distribution of resources

These issues are discussed in greater detail in the later parts of this paper.
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CHAPTER 3: METHODOLOGY

3.1 Introduction
This research effort employs both a single case study and a multi-case study
analysis approach to respond to the posed research questions. This chapter presents the
data that is used in the analyses.

3.2 Single Case Study: Niger delta
A case study was done on petroleum and conflict in the Niger delta region of Nigeria
to investigate why conflict has persisted in the region despite political changes and the
influx of foreign investment to the petroleum sector. It addresses the question of what
effects foreign investment in the extractive industry has had on the balance of power
among investing entities, local leaders and authorities and how these effects may or may
not be contributing to the conflict. The case study makes use of documented government
policy mandates and official reports as well as interviews with members of the present
and past government regimes, and senior level officers from the region’s largest and
most-prominent oil companies. Surveys were also used to poll a sampling of Nigerians
on their knowledge of the situation in the Niger delta.
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Nigeria was selected for the case study because FDI inflows into the country rose from an
average of US$723.3m in 1986-90 to US$1.25bn in 1991–95, and have stayed around
US$1bn since 1997 (WIR, 1999). Heavy reliance on the country’s oil sector has made it
the focal point of much of the effort to revive the economic stance of the nation. The
result was the adoption of policies to attract petroleum FDI so that most of the observed
increase in FDI inflow has been directed to the petroleum industry. Another reason for
selecting Nigeria was the persistent conflict problem in the Niger delta region which
many governments have tried unsuccessfully to tackle and which continues to puzzle
development experts. Anecdotal evidence suggests that increase in FDI to the Nigerian
oil sector could be a major factor in the outbreak of violent conflict in the Niger delta,
which is the main area of oil exploration. Based on accounts from local indigenes, there
also seems to be somewhat of a dysfunctional relationship between the people, their
leaders and the oil MNCs which could be fueling the violence. This case study unravels
all of these suppositions and discusses issues of relative deprivation, equitable resource
distribution and theories of fairness and distributive justice. The Niger delta is comprised
of 9 states. As such, the data that is analyzed in this case study spans these 9 states.

3.2.1 Describing the data
3.2.1.1 Data Collection - Interviews
Interviews were held with various individuals representative of the Nigerian
government (at the federal level), the international oil companies and local political
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activists and economists, as well as local residents from the Lagos and Niger delta areas.
A total of ten interviews were held, each separately. They were with the Economic
Advisor to the President, the Governor of the Central Bank of Nigeria, a Senator who
also happens to be a native of the Niger delta region, representatives of the 2 largest oil
operators in the country, Shell and ExxonMobil, a longtime presidential aspirant and
political economist who was in opposition to the government (at the time of the
interview), a freelance journalist who has covered the Niger delta situation extensively, a
homemaker and business woman who is a native from one of the minority tribes in the
Niger delta, an economist from Lagos and a pharmacist, also from the Niger delta. The
interviewees were selected based on the need to get a balanced view from the key
stakeholders that are impacted by, and/or are party to the situation in the Niger delta. 6 of
the 10 interviewees were highly placed individuals while the other 4 were more everyday people. The decision to interview more elite candidates was made on the basis that
they are better placed to understand the role of FDI and the balance between IOC and
Nigerian government actions (or non-actions) in generating conflicts. The interviews
were also based on the researcher’s accessibility to the candidates and the candidates’
availability. The following questions were posed to each of the interviewees:
-

How would you characterize the situation in the Niger delta region?

-

What, in your opinion is the cause for this crisis situation in the Niger delta?

-

What are the effects, if any, of foreign investment in Nigeria’s oil sector on the
balance of power among local leaders and authorities?
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-

How would this be different for foreign investment directed toward other
sectors of the economy?

-

What would you recommend as the way forward in resolving the situation in the
Niger delta?

Each interview lasted about an hour to an hour and a half long and was conducted in
person, either at the interviewee’s home or their office. One interview was conducted
over the phone.

3.2.1.2 Data Collection - Surveys
In addition to the interviews, a survey was done on a random sampling of
Nigerians (some of who turned out to be from the Niger delta area and others from
various other parts of the country). A combination of sampling strategies was employed
to achieve the desired sample. The focus was on Lagos state, which is the former capital
of Nigeria and thought by many to be a melting pot, representative of most of the ethnic
groups in the country. Lagos was also chosen because of its high population density and
the highly diverse backgrounds of the people, which cuts across all levels of the socioeconomic strata. This was important in order to get a cross-section of informed opinion
from the commercial/business community in Lagos on the situation in the Niger delta
rather than focusing solely on the Niger delta populace.
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The State of Lagos is divided into 2 main regions: the Mainland and the Island.
The survey candidates were selected from the busiest business districts in both regions
(Victoria Island and Ikeja, respectively) with the survey being administered to every 3rd
person that was encountered. The potential respondent was approached as they walked
down the busy Sanusi Fafunwa Street in Victoria Island, and Allen Avenue in Ikeja, both
of which are characterized by having many shops, eateries, banks and other businesses,
all catering to varying socio-economic levels. The surveys were handed to the potential
respondent as they walked about midway down the length of the street, each at about the
same spot. This was designed to catch both those that came to the area in their cars as
well as those that used public transport (i.e. public buses) all of whom would have to
walk down the length of the streets to get to their destinations. Approaching them at an
intersection would have skewed the results towards public transport users because that is
where the buses let down their passengers. The potential respondent was greeted politely
and asked if they would like to participate in a short survey on the Niger delta. The
surveys were printed out on a white sheet of paper (front and back) and handed to the
respondent along with a clip board and a pen to complete the form. A total of 304
questionnaires were handed out, but only 277 respondents agreed to complete the survey
on the spot. The other 27 took the forms and promised to scan and email them, but none
did. As far as could be deduced from the potential candidates’ countenance, there was
nothing distinctive about those who did not fill out the questionnaire.
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Before the actual survey was conducted, a pilot test was run in order to check the
reliability of the questionnaire. The pilot was administered to 25 individuals (also
randomly selected using the same method) and coming out of that exercise, some of the
questions on the questionnaire (which was eventually used for the final survey) were
restated to eliminate ambiguity and improve comprehensibility.

For each respondent, in addition to the Niger delta-related questions, demographic
data such as age, gender, state of origin, level of education and employment status were
collected for additional analysis. The pilot test was conducted over a period of two days,
while the final survey was carried out over a period of about three weeks with the help of
2 research assistants who were trained prior to. Copies of both questionnaires as well as
the datasets are available as Appendices.

3.3 Multi-Case Study: 30-Country Sampling, FDI Type & Conflict Patterns
A sampling of 30 countries was analyzed in order to investigate whether or not the
observed relationship between conflict and extractive FDI is unique to Nigeria. The study
also considers if this conflict trend is peculiar to extractive FDI or if it also occurs for
non-extractive FDI.

To achieve this, the study looks at the pattern of FDI flows to several top FDI
recipient developing countries in the sub-Saharan African region. And for the sake of
comparison, it considers developing countries from other world regions including East
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Asia, Latin America and the Caribbean, as well as several middle-income countries from
Europe and Central Asia. The target sector of the FDI flow is identified, and the conflict
situation in each of the selected countries is analyzed for effect. The aim of the analysis is
to determine if increased extractive FDI causes or exacerbates the outbreak of conflict in
developing countries and how other types of FDI might change this.

3.3.1 Describing the data
3.3.1.1 Data Collection – 30 Country Survey
In analyzing the effects of FDI type on conflict, data on FDI trends and conflict
situations in 25 developing countries with populations greater than 1 million was
compiled from various World Investment Reports, 1998 - 2008. These countries are the
top FDI recipients in their regions and were selected from each of the 3 developing
regions of the world, i.e. Africa, Latin America and the Caribbean, and Asia and the
Pacific. Some middle-income countries from Europe and Central Asia were added to the
list for the sake of comparison. For each country, the predominant FDI type is identified,
i.e. Extractive versus other kinds of FDI, and the conflict situation in each summarized.
In particular, the data highlights the average increase in FDI flows from 1998-2008 to
provide some context with respect to the degree of increases in FDI experienced by those
countries within those two disparate timeframes. 5 other countries (United States of
America, United Kingdom, Kuwait, United Arab Emirates (UAE) and Nigeria), which
also experienced significant increases in FDI flows during the same periods were added
to the dataset in order to provide some basis for comparison, bringing the total number of
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countries to 30. All of the country data was used to generate a dataset with the following
variables (See Appendix for more details):

Table 4 – Variables in 30-Country Conflict Analysis Dataset

Variable
Name

Variable
Type

Variable label

Country

dummy

country name

oilproducer

dummy

Corrupt

dummy

Country produces over 1,000,000 bbl/day
Country scored an average of < 5 on the TI Corruption Perception Index
from 1995 – 2008

Conflict

dummy

Extrfdi

dummy

Does this country experience FDI-induced conflict?
Is a greater part of this country's FDI directed toward their extractive
industry?

developed

dummy

Is this a developed country?

Fdiincr

dummy

country experienced an average increase in fdi from 1998 - 2008

In this model, the term ‘Extractive’ FDI refers to foreign indirect investment that
is directed towards the extractive sector particularly in the mining of oil and petroleum
products as well as gold, diamonds and other gemstones. All other alternative types of
FDI, i.e. FDI directed towards other sectors of the economy, are referred to as ‘nonExtractive’ FDI. This information compiled in this manner allows for careful and
categorical analysis of the effects of Extractive FDI flows on conflict situations in
developing countries, to see if any patterns or trends emerge. It provides a basis for
discussion of the issues of extractive FDI and the benefits of leveraging other forms of
foreign investment such as manufacturing, agriculture, banking, services, etc.
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To buttress the outcome of the multi-case study, a brief statistical analysis is done
using FDI data from the UNCTAD World Investment Report 2010 and a compilation of
data on observed conflicts in the Niger delta from 1997 – 2009.

3.3.1.2 Data Collection - Compiled Niger delta Conflict dataset and FDI data
There is a severe lack of proper documentation of the many conflict incidents that
have occurred in the Niger delta, making it difficult to analyze the real extent of the
damage that has been done as a result of the oil exploration activities in the area. Despite
numerous accounts of massive civilian and military casualties in repeated bouts of armed
clashes between the Niger delta people and the Nigerian Armed forces, just a few
incidents of armed conflict in the Niger delta region are reported in most of the available
databases on armed conflict, e.g. the Uppsala Conflict Data Program (UCDP) at the
International Peace Research Institute, Oslo (PRIO), the Political Instability Task Force
data (PITF) data on Ethnic Wars, the Correlates of War database of Militarized InterState Disputes (MIDs) and Inter-state wars. This is because these large databases tend to
capture more war-like conflict where the volume of casualties is much higher (e.g.
greater than 1000 battle-related deaths) and leave out the lesser intra-state insurrections
and riots many of which result in the deaths of hundreds of people but not necessarily in
the thousands. One exception among the mentioned databases is the UCDP dataset which
does capture conflicts with a minimum of 25 battle-related deaths. But even this dataset
lacks information on kidnappings and events with fewer than 25 deaths. Another shortcoming of the large cross-national data sets is that they are compiled from wire reports,
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and thus may miss events that are only reported by NGOs or by local news services. As
such, this present research offers a dataset and codebook on reported conflict incidents in
the Niger delta region which is the first of its kind, and attempts to fill the gap in the
literature.

The dataset was built using details obtained from various sources including incountry community liaison officers of several oil companies, Non-Governmental
Organization’s (NGO’s), research studies, as well as from the official Nigerian
government reports. The Human Rights Watch (HRW) and Nigerian Civil Liberties
organizations are just a few of the many NGOs that have gone to great lengths to try to
create a clearer picture of the type and extent of violence that has been occurring in the
Niger delta. This data relies heavily on the reports as recorded by these and other similar
sources, and is a comprehensive compilation of actual, observed conflict incidents that
have occurred in the Niger delta region over a period spanning 13 years (from as early as
1997 through the year 2009). Much of the information was obtained via Human Rights
Watch interviews, eyewitness accounts, local activists’ circulars, the British Broadcasting
Corporation (BBC) website, Reuter’s news reports and various Nigerian local
newspapers.

With variables like incident number, start day, end day, cause, fatality, injuries,
hostility level, oil disruption, etc, the dataset tries to capture as much detail as possible
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about each conflict and assign a hostility level to the incident. The table below shows the
variables that were coded from the conflict incidents that were observed:

Table 5 – Compiled Niger delta Conflict Variables
Variable name Variable description

Scale

1 incidNum

Incident number

2 regime

3 stDay

The regime type of the country during the Nominal: 0 Transitional
time of the incident
1 Democratic
2 Military
Start day of incident (-9 = missing)
Nominal: Day

4 stMon

Start month of incident

Nominal: Month

5 Year

Year of incident

Continuous

6 endDay

End day of incident (-9 = missing)

Nominal: Day

7 endMon

End month of incident

Nominal: Month

8 polClimate

The political climate during the time of the Binary: 1 Yes, 0 No
incident, i.e. if within a year of elections
cause of the conflict
Nominal: 0 Unknown, 1 State/Local Government, 2
Federal Government, 3 Ethnic conflict, 4 IOCs, 5
Militants
Fatality level of Incident
Interval: 0 None, 1 1 – 25 deaths, 2 6 – 100 deaths,
3 101 – 250 deaths, 4 251 – 500 deaths, 5 501 – 999
deaths, 6 > 999 deaths, -9 Missing
FatalPre Precise Fatalities, if Known (-9 =
Continuous: Number
missing)
Injury level of Incident
Interval: 0 None, 1 1 – 25 injuries, 2 6 – 100 injuries,
3 101 – 250 injuries, 4 251 – 500 injuries, 5 501 –
999 injuries, 6 > 999 injuries, -9 Missing
Disruption of oil production
Nominal: 0 No, 1 Yes, 2 Unknown

9 Cause

10 fatality

11 fatalPre
12 injuries

13 oilDisrupt
14 Action

15 hostLev

Continuous

Action in incident (bracketed numbers refer 0 No militarized action [1], 1 Threat to use force [2],
to corresponding hostility level)
3 Threat to occupy territory [2], 4 Threat to declare
war [2], 5 Show of force [3]
6 Alert [3], 7 Nuclear alert [3]
8 Mobilization [3], 9 Loss of oil production [3], 10
Ethnic Clash [4]
11 Kidnapping [4], 12 Rape [4],
13 Vandalization of property [4],
14 Vandalization of oil/gas pipelines [4], 15 Oil
bunkering [4],
16 Killing [4], 17 Declaration of war [4], -9 Missing [9]
Hostility level of incident
Nominal: 1 No militarized action, 2 Threat to use
force, 3 Display use of force, 4 Use of force, 5 War
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One of the short-comings of the dataset is the high degree of subjectivity that it is
open to. Because the data has been collated from multiple media sources, there exists the
possibility that some of the reports may have been double-reported but because slightly
different statistics were reported, it was tagged as separate incidents. A number of
assumptions were made in order to streamline the interpretation of the data and make it
more useful for this analysis. The assumptions are as follows:
i.)

In this dataset, a conflict is defined as a contested incompatibility that concerns
government, territory and/or resources, where the use of force between two or
more parties, of which at least one is the government of a state, results in injury
or death;

ii.)

If the incident resulted in the kidnapping of oil workers, then it is assumed
that there was some disruption to oil production (variable ‘oilDisrupt’) even if
not expressly mentioned in the report;

iii.)

Kidnapping presupposes that some injuries would have been sustained by the
victims (variable ‘injuries’);

iv.)

In cases where multiple actions have taken place in the same conflict, the most
significant in impact is captured as the variable 'action', e.g. in an incident
where 5 people were killed and 2 women were raped, the action would be
classified as a killing;

v.)

Establishing the cause of a conflict (variable ‘cause’) is also very challenging
given the endemic nature of the situation in the Niger delta. As such, the cause
of an incident is attributed to the party that initiated the conflict either directly
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or implicitly. For instance, if there was a peaceful protest by Niger delta
citizens and the Nigerian government attacked the protesters, the Nigerian
government would be said to have caused the conflict. If however, a group of
militants vandalized an oil installation and the Nigerian government waged an
offensive, the militants would be said to have caused that incident.
Missing data (such as start day and end day of the conflict) are coded as -9.

When the compiled conflict data alone was analyzed, it yielded some interesting
results which will be discussed later. However, in order to test the conflict-FDI increase
hypothesis, the conflict data was re-formatted into a time series from 1997 – 2009 and
FDI data from the UNCTAD World Investment Report 2010 was applied.

Table 6 –Niger delta Conflict Time series Variables
# Variable name

Variable description

Scale

1 Year

Year of observation

Continuous

2 oilfdiincr

If there was an increase in oil FDI to the region
in that year
If there was conflict in the region in that year

Binary: 1 Yes, 0 No

3 Conflict
4 polClimate
5 Regime

Political climate during the time of the
incident, i.e. if within a year of elections
Regime type of the country during the time of
the incident

Binary: 1 Yes, 0 No
Binary: 1 Yes, 0 No
Nominal: 0 Transitional
1 Democratic
2 Military

For each year in the dataset, the amount of oil versus non-oil FDI that was
realized by the country for that year is captured. The dataset also captures if there was an
increase in oil FDI, if there was recorded conflict in the region in that year, the political
73

climate during that year and the regime type. The dependent variable in the model is
conflict3 which is a dummy variable, and the explanatory variables are oilfdiincr,
polclimate, both of which are dummy variables, and regime, which is a nominal variable
with values from 0 to 2. The 0 represents a ‘Transitional’ government, 1 represents a
‘Democratic’ government, and 2 represents a ‘Military’ government (See Appendix D for
Niger Delta Conflict Code book). Applying a logistic regression, the model is able to
reasonably estimate the tendency towards conflict as a function of an increase in FDI as
well as the other environmental variables (polclimate and regime). It does not pretend to
“measure” conflict in and of itself; Just the tendency to which conflict will break out. The
amounts of the oil vs. non-oil FDI were suppressed in the regression since they were only
relevant for determining oilfdiincr and to assess if an increase in oil-FDI is a good
predictor of conflict escalation in the Niger delta.

The logistic regression approach is taken because it is a most suitable method of
analysis when trying to assess an event for which the outcome is binary, i.e. 0 or 1, and
one wishes to measure the effects of several independent variables on that event. This
type of regression is designed to isolate the eruption of conflict as a direct result of
increased oil FDI, as opposed to conflict that arises from other causes.

3

Conflict is a dummy variable because for the 2 years that there were no observed, documented conflicts
(2001 2002), conflict is recorded as ‘0’. For all the other years, it is ‘1’.
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Getting accurate figures on oil versus non-oil FDI posed one of the biggest
challenges to this research effort. This is because the Nigerian Bureau of Statistics prior
to 1994 used to report Foreign Direct Investment figures broken into oil and non-oil
sectors given the heavy reliance of the country on petroleum products (CBN Statistical
Bulletin, 2009). However, following a directive from the IMF to use a new format for
reporting on Balance of Payment, this practice was stopped. The Nigerian National
Petroleum Company (NNPC) and the Nigerian Investment Promotion Commission
(NIPC) were two other sources from which effort was made to try and get this data, but
the NNPC does not capture these specific statistics, i.e. statistics on how much foreign
investment went to the petroleum sector. The NIPC does track this information at some
level, but they themselves concede that given the logistical challenges with collating FDI
information across various agencies, their internal measures are largely unreliable, and so
they tend to rely on FDI figures released by international agencies such as UNCTAD and
IMF (NIPC Annual Report, 2004). As a result, for the purpose of this research, the split
between oil and non-oil FDI was done with the assumption that oil FDI generally
accounts for about 80% of total FDI inflow to the country. The FDI figures were taken
from the widely published UNCTAD World Investment Report 2010, which proved to be
the most reliable source of this information. The particular data that was used were the
inward and outward FDI flows to Nigeria for the years 1990 through 2009.

Important to this analysis is being able to examine actual, observed incidents of
conflict, and the flow of extractive/oil FDI to the particular region of conflict within each
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one-year period of time, and compare those to the conflict situations during time periods
when more FDI flow has been directed to other (non-extractive) sectors of the economy.
This includes determining which conflict outbreaks occurred as a direct result of the
influx of FDI into mineral-extracting (or other) activities in that region. As much as
possible, time periods are used to assess if an outbreak of conflict is related to a recent
increase FDI inflow, e.g. if a conflict situation arises as a result of new exploration
activities (which implies increased extractive investment), this would be indicative of a
possible cause-and-effect linkage. Also critical is defining what constitutes conflict, as it
presents itself in many forms and at varying levels of severity. The ability to disaggregate
the various layers of the conflicts so as to be able to isolate and accurately identify the
root cause of the problem and the factors affecting it will be important, as will
understanding the relationships between the people, the authorities (at the federal, state
and local government levels), and the oil MNCs, and the roles that each play in the
conflict. The outcome of this analysis forms a basis for discussion about the peculiarities
of FDI and how its much-touted benefits can be realized by developing nations.
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CHAPTER 4: NIGERIA: BACKGROUND AND CONTEXT

4.1 Introduction
This chapter provides a comprehensive background on the history of Nigeria, the
Niger delta and the advent of the petro-boom era. This will serve to provide the necessary
context for discussing the issue of lack of economic development in Nigeria as a whole,
and analyzing conflict in the Niger delta region in particular.

4.2 Nigeria – Country Profile
Nigeria, referred to by many as ‘the most populous black country in the world’
and the ‘giant of Africa’, is an extremely ethnically diverse and religiously heterogeneous
country with an estimated GDP of $357.2 billion (CIA World Fact Book 2010). Located
on the west coast of Africa, it spans about 356,668 sq miles (923,768 sq kilometers)
making it slightly more than twice the size of California. Its city center, Lagos, was
colonized by the British as far back as 1861, but by 1914, the entire country became
known as The Colony and Protectorate of Nigeria. The country eventually gained its
independence in 1960.

Like most other African countries that are products of colonialism, Nigeria is an
artificial creation with arbitrarily drawn boundary lines, grouping various ethnic regions
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into a single nation state. Today, with thirty-six states and one Federal Capital Territory,
Abuja, Nigeria's population is estimated at about 149 million and growing rapidly at
about 2% per year, with more than 250 ethnic groups (CIA World Fact Book 2010).
There are 4 main tribes: Hausa (20%), Yoruba (21%), Igbo (18%) and Fulani (9%). The
rest of the other ethnic groups account for 20% of the population, such as the Ijaw,
Kanuri, Ibibio and Tiv people (CIA World Fact Book 2010). More than 250 languages
are spoken in Nigeria, and even though less than half of the population actually speaks it,
English is the official language.

There are 2 main religions observed in Nigeria: Islam (40%) and Christianity
(60%). The other 10% are those that follow traditional African belief systems, although
both Muslims and Christians also incorporate some African practices. A majority of the
Nigerian people tends to identify themselves first with their ethnicity, second with their
religion and then their nationality.

4.2.1 Historical Overview
Since gaining her independence in October 1960, the country has suffered many
tumultuous years under successive military regimes. A significant imbalance in ethnic
representation among the country’s leadership coupled with a sequence of bloody
military coups, regime after regime in the struggle for power and control served to
increase ethnic and religious tensions among the people. The formation of a strong
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political alliance between the Hausas and Yorubas excluded the Igbo-dominated East
from power and threatened the economic position of the Igbo elites. The organized
massacre of easterners, particularly the Igbos, by northern soldiers and civilians all over
northern Nigeria increased the Igbo’s desire for autonomy and protection from the
military’s wrath, such that by May 1967, the then ‘Eastern Region’ had declared itself a
free sovereign and independent state called the Republic of Biafra under the leadership of
Lt. Colonel Emeka Ojukwu (Madiebo 1980). On July 6, 1967, the Nigerian army
attacked the Biafran rebels, marking the beginning of a 30-month civil war that ended in
January 1970, when the Biafrans surrendered to the Nigerian forces (Madiebo 1980).

In the aftermath of the war, ethnic tensions continued to simmer as the defeated
south was now conquered territory for the federal military regime (Wikipedia 2010).
Following a number of successive military regimes the last of which was headed up by
General Sani Abacha from 1993 to 1999, the country returned to civilian rule, with the
election of Olusegun Obasanjo, a Yoruba and former military head of state. This brought
to an end, a history of almost thirty-three years of military dictatorship (from 1966 –
1999, excluding the short-lived second republic between 1979 and 1983) (Wikipedia,
2010). Obasanjo was re-elected in 2003 in elections that were deemed to be unfair and
unfree. He was succeeded by former president, Umaru Yar’Adua in 2007 in an election
that was once again condemned by the international community as massively flawed
(Wikipedia, 2010). In mid 2009, President Yar’Adua fell ill, leaving the position of the
presidency virtually vacant for a period of about 3 months, until February 2010, when
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both the Nigerian federal courts and the Nigerian Senate confirmed the powers to act as
President to the then Vice-President Goodluck Jonathan. With the death of president
Yar’Ardua in May 2010, Goodluck Jonathan was immediately sworn in as President and
Commander-in-Chief of the Nigerian forces and remains the current president (Wikipedia
2010).
Coupled with the tumultuous history of authoritarianism has been the steady
demise of the Nigerian economy. In 1984, Nigeria's per capita income was over $1,000.
By 1994, it had plunged precipitously below $300 (Vanguard 2003). In 1998, the United
Nations Human Development Report found that 48% of the Nigerian population lived
below the poverty line (UNHDR 1998). By 2007, that number had jumped to 70% (CIA
World Fact Book 2010). The bitter reality of the Nigerian situation is not just that the
poverty level gets worse by the day, but that as of 2007, out of every ten Nigerians, more
than six live in conditions of extreme poverty; earning less than $1.25 a day (i.e. 64.4%
of the population - UNHDR 2009). And out of every ten, more than eight earn less than
$2 a day (i.e. 83.9% of the population - UNHDR 2009), which barely provides the
nutritional requirements for healthy living. Today, the country continues to forge ahead
though ethnic rivalries still underscore all areas of politics at the local, state and federal
levels, resulting in the sporadic outbreak of violence around the country.

4.2.2 Petroleum Discovered
Nigeria is the largest oil producing country in Africa and the11th largest in the
world, averaging 2.17 million barrels of crude a day, as of 2008 (USEIA 2008). In June
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1956, oil explorers from Shell D’Arcy Petroleum (now Shell Petroleum), first discovered
oil near a small Nigerian town called Oloibiri in Rivers State (NNPC 2010). By 1958
when they started pumping oil from Oloibiri oil fields which came to about 5,100 barrels
a day, the town began to enjoy a booming economy, with expatriates moving in and out
of the area patronizing local businesses and fuelling trade. Before long, Oloibiri had
become a cosmopolitan city and the envy of other towns in the district. In 1957,
economically viable oil was also discovered in Ogoniland. This trend of oil discovery in
commercial quantity continued throughout the 1950s as exploration rights in onshore and
offshore areas adjoining the Niger delta region were extended to other foreign companies,
following the repeal of a law restricting the grant of exploration right to British
companies (Akinjide & Co). Such foreign companies included Gulf Oil (now Chevron),
Mobil (now ExxonMobil), Tenneco, Texaco, Agip, Safrap (now Elf), Phillips and Esso.
These were later joined in the late 1960s by Japan Petroleum, Occidental, Deminex,
Union Oil, Niger Petroleum and Niger Oil Resources. Shell however continues to
dominate to this day, given its significant head start.

During the 1950s through the 1960s, many developing countries had begun to
agitate for increased control over their natural resources in an attempt to break out from
old colonial master’s control of their economies. This in large part drove the adoption of
the Resolution on Permanent Sovereignty over Natural Resources by a majority of the
General Assembly of the United Nations in 1962 (Akinjide & Co). In keeping with the
spirit of the resolution, the Petroleum Act was enacted in 1969, vesting the entire
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ownership and control of all petroleum in, under or upon all land or Nigerian territorial
waters in the Nigerian government (Akinjide & Co). As a result of this act, most of the
revenues realized from oil production were collected and controlled by the federal
government. This was a far cry from before when government’s interest in the oil
industry was limited to the collection of taxes and royalties, and marked the beginning of
what would eventually end up an unhealthy overdependence of government on oil as the
primary source of revenue generation for the entire country. In recent years, the Federal
Government of Nigeria has made efforts to encourage the increased participation of
private sector actors in the country’s mining sector through the creation of a more
enabling environment. In 2007, the federal government passed the Nigerian Minerals
and Mining Act, which had quite a number of provisions that made for a new, more
favorable legislative framework within which the sector operates. Some of the key
provisions of the Act include:
“Ownership and Control of Minerals
The Act vests entire property in and control of all Mineral Resources in, under, or
upon any land in Nigeria, its contiguous continental shelf and all rivers, streams
and water courses throughout Nigeria, any area covered by its territorial waters or
constituency and the exclusive economic zone in the Federal Government of
Nigeria. This provision essentially mirrors the Constitution of the Federal
Republic of Nigeria.
Transfer of Property in Mineral Resources
Section 1(3) of the Act provides that property in mineral resources shall pass from
the Government to the person by whom the mineral resources are lawfully won
upon their recovery in accordance with the Act.
Mining Incentives
The Act provides for the following fiscal and tax incentives:
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i.

In determining its total profits, a license holder is entitled to deduct from
its assessable profits a Capital Allowance of 95% of Qualifying Capital
Expenditure incurred in the year in which the investment was made on all
- certified exploration, development and processing expenditure
including feasibility study and sample assaying cost.
- Infrastructure costs incurred regardless of ownership replacement.

ii.

All operators shall be granted the following benefits:
Exemption from payment of customs and import duties in respect of plant,
machinery, equipment and accessories imported specifically and
exclusively for mining operations
Expatriate quota and resident permit in respect of the approved expatriate
personnel; and
Personal remittance quota for expatriate personnel, free from any tax
imposed by any enactment for the transfer of external currency out of
Nigeria.
The Central Bank of Nigeria (CBN) may permit a holder of a Mineral
Title who earns foreign exchange from sale of his minerals to retain in a
foreign exchange domiciliary account a portion of his earnings for use in
acquiring spare parts and other inputs required for the mining operations
which would otherwise not be readily available without the use of such
earnings.
The Act provides a tax relief period of 3 years for any company granted a
Mineral Title under the Act. The tax relief period may be extended for a
further period of 2 years by the Minister on the fulfillment of certain
conditions.

Reconnaissance Permit
A Reconnaissance Permit confers on the holder the right to obtain access into,
enter on or fly over any land within the territory of Nigeria available for mining
purposes to search for Mineral Resources on a non-exclusive basis. In addition, it
also confers on the holder the right to obtain and remove surface samples in small
quantities.”
(Nigerian Minerals and Mining Act, 2007)

With the end of the Biafran war in 1970 coinciding with the rise in the world oil prices,
Nigeria was able to start reaping instant riches from its oil production. This coupled with
the Arab oil embargo that was placed on the United States in 1973 (Trumbore 2002)
ushered in an oil boom era in Nigeria, which at the time had attained a production level of
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over 2 million barrels of crude oil a day (NNPC History 2010). In 1971, Nigeria joined
the Organization of Petroleum Exporting Countries (OPEC). OPEC’s mission is to,
“coordinate and unify the petroleum policies of Member Countries and ensure the
stabilization of oil markets in order to secure an efficient, economic and regular supply of
petroleum to consumers, a steady income to producers and a fair return on capital to those
investing in the petroleum industry” (OPEC 2008). In accordance with OPEC’s 1968 and
1971 resolutions urging member countries to participate in oil operations by acquiring
ownership in the concessions held by foreign companies, Nigeria’s military government
in 1971 formed the Nigerian National Oil Corporation (NNOC). The NNOC was
established to acquire any asset and liability in existing oil companies on behalf of the
Nigerian government, and to participate in all phases of the petroleum industry while the
Federal Ministry of Petroleum Resources (MPR) would assume the role of a regulatory
authority. That very year, the government acquired 33% and 35% of the operating
interests of Agip and Elf respectively (Akinjide & Co).

4.3 FDI flows to Nigeria
As mentioned earlier, FDI inflows to Africa have been increasing somewhat steadily
over the years, especially from 1995 through 2008. For Nigeria, it has been a similar
trend though at a much slower pace. In 2007 and 2008, the country was the largest FDI
recipient in Africa (WIR, 2009).
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Figure 9 - FDI Inflows to Africa & Nigeria

And although FDI flow to the country has increased appreciably, this increase pales in
comparison to FDI inflows to other regions of the world. But with over 20 billion USD in
FDI inflows in 2008, the country remains one of the top FDI recipients in the region.
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Table 7 – Comparative FDI Inflow Nigeria, Africa, World, 1986 - 2008
FDI Inflow (million of $)
Year

Nigeria

sub-Saharan Africa

World

1986
1987

167
603

620
1,398

78,767
134,758

1988

377

1,414

159,101

1989

1,882

3,169

200,612

1990

588

1,137

203,812

1991

712

1,866

158,936

1992

897

487

175,841

1993

1,345

1,950

219,421

1994

1,959

3,320

255,988

1995

1,079

3,485

331,068

1996

1,593

4,356

386,140

1997

1,539

7,951

481,911

1998

1,051

6,209

690,905

1999

1,005

8,558

1,086,750

2000

930

5,810

1,387,953

2001

1,104

14,126

817,574

2002

2,040

9,122

716,128

2003

2,171

13,137

557,869

2004

2,127

16,120

742,143

2005

4,978

12,221

958,697

2006

13,956

33,903

1,461,074

2007

12,454

44,384

1,978,838

2008

20,279

63,647

1,697,353

4.3.1 NNPC
In 1977 the Nigerian National Petroleum Corporation (NNPC) was formed and
NNOC and MPR were officially decommissioned by Decree 33 (NNPC History 2010).
NNPC is a state owned and controlled company responsible for the development of both
upstream and downstream operations of the Nigerian oil industry with regards to
exploiting, refining and marketing Nigeria’s crude oil (NNPC Profile 2010).
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In order to support the full spectrum of the Nigerian oil industry operations, to
include exploration, production, refining, distribution and commercial investments, the
NNPC was commercialized in 1988 into the following 12 strategic business units (NNPC
Profile 2010):
•

National Petroleum Investment Management Services (NAPIMS)

•

Nigerian Petroleum Development Company (NPDC)

•

The Nigerian Gas Company (NGC)

•

Integrated Data Services Limited (IDSL)

•

National Engineering and Technical Company Limited (NETCO)

•

Hydrocarbon Services Nigeria Limited (HYSON)

•

Nigerian LNG Limited (NLNG)

•

Warri Refinery and Petrochemical Co. Limited (WRPC)

•

Kaduna Refinery and Petrochemical Co. Limited (KRPC)

•

Port Harcourt Refining Co. Limited (PHRC)

•

The Products and Pipelines Marketing Company (PPMC)

•

Eleme Petrochemicals Co. Limited (EPCL)

The upstream operations, which are mainly crude oil production-related, are managed
under the Exploration & Production (E&P) Directorate. The downstream operations
include crude oil/gas conversion into refined and petrochemical products and finer
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chemicals, gas treatment, as well as transportation and marketing of the petroleum
products. The infrastructure that support downstream operations include four refineries,
four petrochemical plants, various gas projects, 5000 kilometers of pipeline network,
twenty-one storage depots and nine LPG (Liquefied Petroleum Gas) depots (NNPC
2005). The industry is regulated by the Department of Petroleum Resources (DPR) (a
department within the much larger Ministry of Petroleum Resources) and is charged with
ensuring compliance with industry regulations, processes applications for licenses,
handles leases and permits as well as establishes and enforces environmental regulations
(NNPC Profile 2010). All of these bodies (upstream and downstream) report directly to
the NNPC, however, it is through NNPC’s NAPIMS that Nigeria’s investments in oil and
gas are supervised and managed.

Figure 11 – NNPC Operations Breakdown
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4.3.2 NAPIMS
The National Petroleum Investment Management Services (NAPIMS) is a company
that oversees the country’s investments in Joint Venture Companies (JVCs), Product
Sharing Companies (PSCs), and Services Contract companies (SCs) (NNPC Napims
2010). NAPIMS’ overall mission is to protect Nigeria’s strategic interests in all joint
venture agreements (JVCs, PSCs and SCs) with multinational corporations and to
optimize the benefits to the Federation from its investments in the upstream sector of the
petroleum (oil and gas) industry (NNPC Napims 2010). In particular, it seeks to achieve
the following goals (NNPC Napims 2010):
•

Maximize the Petroleum Profit Tax (PPT) and guarantee a higher Return on
Investment through efficient cost monitoring and reduction mechanisms;

•

Ensure that a reserve base is maintained and reserve addition targets are attained
to the tune of 40 billion barrels of oil per day by the year 2010;

•

Continuously increase production capacity to about 4 million barrels of oil per
day by the year 2010;

•

Encourage gas utilization and commercialization;

•

Promote local content input in engineering and construction supplies and
materials utilization through in-country technological capability;

•

Enhance ‘Nigerianization’ in the industry and facilitate technology transfer;

•

Promote maximum co-operation in communities of oil and gas producing areas as
well as ensure that environmental protection standards are strictly maintained;
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•

Oversee diversification of the nation’s revenue base in the hydrocarbon sector by
actively commercializing natural gas and thereby ensuring gas flare-out by the
year 2008;

•

Stimulate the exploration interest of indigenous and foreign companies in frontier
areas;

•

Conduct operations in compliance with set environmental and safety standards in
all JVC/PSC/SC upstream operations;

•

Manage the Federation’s hydrocarbon resources efficiently by ensuring that JV
operating arrangements (JVCs, PSCs and SCs) are expertly drafted.

4.3.3 Joint Venture Operations
In an attempt to encourage foreign partners to continue to expand their oil
investments, in 1986 the Nigerian government began introducing more attractive fiscal
terms for private sector participation in oil and gas development in the country (Obasi,
2003). Through a Memorandum of Understanding (MOU) oil producing companies were
guaranteed a margin of two dollars per barrel in exchange for certain exploration and
enhanced recovery commitments. Over the years, the government continued to offer new
MOUs, providing even better terms in recognition of inflation. As a result, the
investments of the major oil companies in the country have shown a steady increase in
response to these incentives. This has been most evident in the oil sector as well as in the
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vast and continuing expansion of activities in the gas sector, led by Shell, Mobil and
Chevron (Obasi 2003).

As far back as 1971, the Nigerian government began to enter into what are now
known as “joint venture partnerships” with the international oil companies (IOCs) that
operate in Nigeria, in which the government would invest 60% and the oil company 40%,
or thereabout, each party pooling the funds to facilitate exploration activities in the ratio
of their participating interests. Accordingly, when it came time for profit sharing, the
same percentage spilt would be applied, with each partner getting an undivided interest in
the concessions and in the assets and liabilities of the venture, based on its participating
interest share. According to the NNPC, Joint Operating Agreements (JOA) are the basic
standard agreement between NNPC and oil operators (NNPC 2010). Different from
MOUs which are a response to the specifics of fiscal incentives, JOAs set forth the
guidelines and modalities for running the operation. In order to fund the cost of a JV
operation, a ‘cash call’, i.e. a monetary obligation, is required of each partner according
to percentage ownership, such that in a 60:40 joint venture agreement, for example,
where the Nigerian government has the majority, they would be responsible for
contributing 60% of the agreed cost of operation while the other partner would be
responsible for contributing 40%. The following table shows the percentage interest
breakdown of joint venture partnerships between the Nigerian government and the five
major oil producing companies as of 2003:
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Table 8 – Major Nigerian Oil Production Joint Ventures

Operator
(% interest)

Other
Partners
(% interest)

NNPC
(%
interest)

Shell (30%)

TotalFinaElf
(10%)
Agip (5%)

55%

ExxonMobil
(40%)

None

60%

ChevronTexaco None
(40%)

60%

Agip (20%)

60%

TotalFinaElf
(40%)

Phillips
Petroleum
(20%)
None

60%

Major Producing Fields

Producti
on
Barrels
per Day
Bonny or Eastern Division - 950,000
Nembe, Cawthorn Channel, (2003
Ekulama, Imo River, Kolo Est.)
Creek, Adibawa and
Etelelbou. Forcados or
Western Division - Forcados
Yorki, Jones Creek,
Olomoro, Otumara, Sapele,
Egwa and Odidi
Edop, Ubit, Oso, Unam and 500,000
Asasa
(2003
Est.)
Meren, Okan, Benin River, 485,000
Delta/Delta South, Inda, Meji (2003
and Robertkiri. Funiwa,
Est.)
Middelton, North Apoi,
Pennington and Sengana
Obama, Obiafu, M'Bede,
150,000
Abgara and Oshi
(2003
Est.)
Obagi, Aghigo, Okpoko,
150,000
Upomami, Afia and Obodo- (2003
Jatumi
Est.)

* Energy Information Administration, April 2003.
http://www.eia.doe.gov/emeu/cabs/ngia_jv.html

Many see the current setup of the joint ventures as flawed in many ways. For one,
the cash call system places a significant financial burden on the federal government,
which at any given point in time is committed to partly funding up to five, sometimes six
concurrent joint venture operations at a time. This ties up resources that could be
otherwise be used to address the more critical issues of the country such as power,
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education and health, and hinders the ability of the venture to achieve some of its goals
and capital projects, thereby undermining the very essence of the partnership. Another
problem that has been cited with the joint ventures is that they are not incorporated as
private companies and are currently unable to seek debt financing on international
markets, making it more essential that each partner contribute its share of the funds.
Alternatives to the present joint venture setup are discussed later in this paper.

4.4 Transparency
A number of initiatives have been implemented to counter the effects of the
resource curse. One such initiative is the “Publish What You Pay” campaign. Initiated by
philanthropist and chairman of the Open Society Institute (OSI) George Soros, the PWYP
international campaign seeks to help citizens of corrupt, resource-rich developing
countries to hold their governments accountable for the management of revenues from
the oil, gas and mining industries by calling for transparency in the extractive industries.
It requires that publicly-listed oil and mining companies disclose the details of their
payments to governments so that members of corrupt governments cannot steal the
money. The expectation is that in so doing, economic growth, development, and the
alleviation of poverty in those countries can be realized (PWYP; Palley 7/2003; Palley
12/2003). Another initiative is the Extractive Industry Transparency Index, announced by
British Prime Minister Tony Blair at the World Summit on Sustainable Development in
Johannesburg, in September 2002. This measure requires that “Using standardized
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reporting templates, companies would report what they pay governments and state
agencies, including state-owned oil companies and provincial governments. State oil
companies would also report what they receive from companies and pay governments,
while governments are to report revenues received from private sector and state-owned
natural resource companies. This architecture is intended to create a web of double-entry
checks” (Palley 12/2003).

Two years after the Prime Minister’s announcement in Johannesburg, President
Olusegun Obasanjo created the Nigeria Extractive Industries Transparency Initiative
(NEITI) in 2004, and in 2007 it was enacted into law. The governing body of the NEITI,
the National Stakeholder’s Working Group (NSWG) was charged with, “the
responsibility for the development of a framework for transparency and accountability in
the reporting and disclosure by all extractive industry companies of revenue due to or
paid to the Federal Government” (NEITI 2007). Despite its good intentions, there are
mixed feelings over whether or not NEITI has been successful in achieving its mandate.
In March 2010, it officially released its Report on 2005 Audits on the extractive
industries in Nigeria indicting the NNPC, Central Bank of Nigeria (CBN) and Niger delta
Development Commission (NDDC) (Economic Confidential, 2010; Humanitarian News
2010). Some question the validity of the report given the lateness of its delivery others
just blatantly condemn the initiative as having failed in its objective to ensure
transparency and good governance in Nigeria’s extractive industries by focusing too
much on monitoring resource revenues and overlooking decisions on resource extraction
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and expenditure (The Nation 2010). Either way, one thing that’s clear is that the initiative
on its own is not the panacea for Nigeria’s oil woes. Other global initiatives to reduce
corruption and help counter the effects of the resource curse include “Publish What You
Earn” (PWYP), “Publish What You Lend” (Palley 12/2003), and “Odious Debt” (Palley
12/2003).

The following section explores some of the specific issues that plague the Niger
delta region of Nigeria and why economic development is still lacking.
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CHAPTER 5: RESOURCE CURSE & THE PARADOX OF PLENTY

5.1 Introduction
This chapter sets out to answer the question of why Nigeria has not gained more
from its oil industry. It draws on the existing resource curse literature and explores the
paradigm of the paradox of plenty.

5.2 Statement of the Problem
In the wake of the oil boom which lasted from about 1971 through 1977, the
Nigerian government grew to become very heavily reliant on oil as its primary revenue
generator, with revenues representing almost 90 % of foreign exchange earnings and
about 85 % of total exports (Online Nigeria 2010). This had a significant impact on the
agricultural sector, which for a long time had been the mainstay of the economy. In 1971,
agricultural exports as a percentage of total exports was 20.7%, by 1977, that number had
dropped to 5.71% (Online Nigeria 2010). And so it was that while the boom brought
about much needed revenue for the country’s government, it also ushered in an era that
was characterized by over-dependence on oil wealth and widespread corruption.
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According to the Economist Intelligence Unit’s report on Nigeria, the emergence
of the oil industry in the late 1960s and its rapid build-up in the 1970s, led to a severely
overvalued exchange rate, which seriously undermined the traditional industry and
domestic agricultural production in Nigeria (EIU 2003). Over the span of several
decades, educational standards declined, as did healthcare services due in large part to
poor funding as a result of excessive wastage and plundering of the country’s funds by
the elites. This enormous wastage of revenue put the country in a severe debt crisis such
that even the provision of basic amenities such as electricity and water, as well as the
maintenance of urban and rural infrastructure such as roads, railway, and
telecommunications, was lacking. An economy characterized as a dual economy, i.e.
heavily dependent on oil earnings while at the same time, receiving some cash flow via
the traditional agricultural and trading sectors, Nigeria has seen many years of corrupt
leadership which has served to put the country in its current state of near-abject poverty.
In 2001, the oil sector accounted for 76.5% of federal government revenue, more than
95% of export earning and 10.6% of GDP as factor cost (EIU 2003). In 2010, these
figures remain largely unchanged, with an estimated 80% of budgetary revenues and 95%
of foreign exchange earnings coming from oil (CIA World Factbook 2010). This pattern
of heavy reliance on the country’s oil sector over the years has made petroleum the main
focal point of much of the effort to revive the country’s economic position, hence the
continual adoption of policies to attract petroleum FDI.
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5.3 Nigeria’s issues explained by the Resource Curse
One emerging area in contemporary political economy and development studies is
the correlation between natural resources and poor economic performance in resourcerich countries. The “resource curse" and “paradox of plenty" are both concepts that have
been used to explain this phenomenon, and are one of the few issues on which scholars
agree when it comes to explaining the underdevelopment and the socio-economic
problems (including corruption and conflicts) that ravage resource-rich countries. Nigeria
is no exception.

The term “Resource curse” is one that is used to describe the failure of resourcerich countries to efficiently harness the wealth realized from their natural resources so
that the benefits are enjoyed by all. The Wikipedia encyclopedia defines the resource
curse as, “a theory … that states that an abundance of easily obtainable natural resources
may in fact encourage internal corruption, underinvestment in domestic human capital,
and a decline in competitiveness of other economic sectors, thereby actually hurting
prospects for growth and democratization.” Simply put, it is the observation that a
country’s richness in natural resources has the tendency to lead to dire economic and
political outcomes. Nigeria is an example of this as are other African countries such as
Congo, Angola and Sudan. MNCs move their operations to the sub-Saharan African
region with the expectations of rapid wealth accumulation and instantaneous prosperity,
investing billions of dollars into oil exploration and production.
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The abundant endowment of Nigeria with oil has been seen by many to be
somewhat of a curse to the country to the extent that it has remained largely
underdeveloped because the sole reason why many of the leaders seek public office and
state power is to loot oil proceeds to the detriment of teeming millions who live in abject
poverty. Professor and author Terry Karl talks about how oil may as well be comparable
to ‘the devil’s excrement’, for lack of a better term. In her text entitled ‘The Paradox of
Plenty: Oil Booms and Petro-States’, Karl explains that most oil-exporting countries that
experience oil booms tend to rely heavily on their oil as a main source of revenue,
leading to excessive centralization of political power and the undermining of, in many
cases, already weak public bureaucracies. According to Karl, “in the face of the powerful
push to absorb petrodollars rapidly and a general relaxation of fiscal discipline, they [oil
governments] are often wasteful and poorly conceived” (Karl 1997). Karl goes on to say
that, “because these states own the center of accumulation, extract or receive windfall
revenues from the international arena, benefit from rents, and provide the means through
which these rents enter the economy, they become the primary object of rent-seeking
behavior” (Karl 1997). Using the high rents realized from petroleum exploration and
production, oil governments engage in uncontrolled public spending that soon sends their
economies in a downward spiral towards immense amounts of trade deficits and foreign
debt. This phenomenon is referred to as the “resource curse”. Suffice it to say that such a
phenomenon does not only occur in the wake of an oil boom, but could also happen if a
country experiences a significant increase of foreign investment to its natural resource
sector. The government could just as easily get carried away by the copious amounts of
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oil revenues and go into a public-spending frenzy, winding up no richer than they were
before the oil-FDI madness. Such behavior is what results in the gross exploitation of
high oil rents for personal aggrandizement by the elite, engendering the anger of the
general populace. Karl further emphasizes the special dilemma of petro-states and what
she calls the ‘politics of petrolization,’ in the following statement, “the petro-state’s fiscal
dependence on oil revenues exacerbates an unfortunate institutional reality present in
most developing countries: the wide gap between the extensive jurisdictional role of
states on the one hand and their weak mechanisms of authority on the other” (Karl
1997).’ She calls on government officials to resist the market forces that influence them
to pursue their private interests at the expense of the people and instead, invest
themselves in seeking reform in those governmental structures that would better guide
their development trajectories.

Authors Marcartan Humphreys, Jeffrey Sachs and Joseph Stiglitz in their book
entitled ‘Escaping the Resource Curse’, explain why countries with lots of natural
resources do worse than countries with less resource wealth (Humphreys 2007).
According to them, the resource curse is a very complex phenomenon with the following
three different processes coming into play:
•

Currency appreciation due to resource revenues and its negative effect on the
competitive position of other industries. This is called the “Dutch Disease.”

•

Fluctuation in commodity prices and its disruptive effects.
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•

The effect of resource endowment on political conditions, i.e. the belief that
resource abundance generates bad economic policy choices, and severely
undermines political institutions.

There is also the issue of rent-seeking behavior on the part of multinational corporations
and corrupt elites that gives rise to the resource curse phenomenon, already talked about
earlier. Per Humphreys, Sachs and Stiglitz, the first two are purely economic and have
been studied extensively. It is the third factor that needs to be better understood,
especially as its impact is far greater than that of the other two. The explanation, they say,
has to connect economic theory with political theory (Humphreys 2007).

George Soros who wrote the foreword to the book proffers an analysis of the
resource curse that distinguishes between four sets of players: international oil
companies, national oil companies, and the governments and the people of the countries
concerned (Soros 2007; Humphreys 2007). He couches his analysis in terms of three
kinds of asymmetry:
-

asymmetric agency, which he purports is the most important,

-

asymmetric information,

-

asymmetric bargaining power.

Soros asserts that agency problems arise when the agent does not faithfully serve the
interests of the principal. In the present scenario, the people would be identified as the
principal given that the ownership of natural resources is an attribute of sovereignty and
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according to modern political theory, sovereignty belongs to the people. Foreign oil and
mining companies need to obtain concessions to exploit natural resources. They can
obtain them from the rulers of the countries, but the rulers are not the principals. They are
agents of the people. The rulers get their rewards from the companies, not from the
people whose interests they are supposed to safeguard. They have much greater
incentives to remain in power than the rulers of resource-poor countries and they have
greater financial means at their disposal. That is why resource-rich countries are less
democratic and often fall into the hands of repressive rulers. The countries concerned are
also prone to civil strife (Soros 2007; Humphreys 2007).

Soros raises a very valid issue that is at the heart of the problems in the Niger
delta. Mapping his 4 identified sets of players to the Nigerian example, we find the
international oil companies to be Shell, ExxonMobil, ChevronTexaco, BP and Agip;
National oil companies to be represented by NAPIMS, then the Federal Government of
Nigeria, and the people of the Niger delta. In keeping with Soros’ explanation, the oil
companies obtain concessions from the Nigerian government, represented by NAPIMS,
to exploit natural resources. The problem is, the Nigerian government/NAPIMS does not
necessarily represent the interests of the Niger delta locals.

This according to Soros is

the key agency problem and the primary source of the revenue curse. It is asymmetric in
the sense that it affects only the principals on one side, namely the people of the Niger
delta, and not the other side, i.e., the owners of the oil and mining companies. The
managers of these companies faithfully represent the companies’ interests and that
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involves doing whatever they can to obtain concessions on the most favorable terms
possible. This has, in the past, included bribing and exerting other pressures on the rulers
(Soros 2007; Humphreys 2007).

In addition to the issues of gross corruption, unconstrained government spending
and economic underdevelopment, there is also the case for resource wealth sustaining an
environment of civil unrest. As one source put it, “petroleum has become a magnet for
conflict, and in some cases, civil war” (Gary 2003). This is supported by expert Paul
Collier, whose review of the economic causes of civil conflict finds that economic
characteristics such as dependence on primary commodity exports, are a significant and
powerful predictor of civil war (Collier, 2000) [See also Fearon 2003; Fearon 2005; Ross
2006]. In his article on the economic causes of civil conflict, he finds that:
“The most powerful risk factor is that countries which have a substantial share of
their income (GDP) coming from the export of primary commodities are radically
more at risk of conflict. The most dangerous level of primary commodity
dependence is 26% of GDP. At this level the otherwise ordinary country has a
risk of conflict of 23%. By contrast, if it had no primary commodity exports (but
was otherwise the same) its risk would fall to only one half of one %. Thus,
without primary commodity exports, ordinary countries are pretty safe from
internal conflict, while when such exports are substantial the society is highly
dangerous. Primary commodities are thus a major part of the conflict story”
(Collier 2000 p. 6).

In another article also authored by Collier, he finds that the abundance of natural
resources in a given region can also give rise to increased violent conflict in the region
because the revenues from those resources can serve as a funding source for rebel
movements (Collier 2004). This claim is further corroborated by UCLA professor,
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Michael Ross, whose article reveals, “…exogenous measures of oil, gas, and diamond
wealth are robustly correlated with the onset of civil war [……] the likelihood of civil
war in countries that produce oil, gas, and diamonds rose sharply from the early 1970s to
the late 1990s; so did the number of rebel groups that sold contraband to raise money”
(Ross 2006). Even more compelling is the fact that a quick glance at the map of recent
civil wars across the globe reveals the fuelling of rebel activities by natural resource
revenues in the very regions were those resources exist. Examples include the conflict
diamonds (called “blood diamonds” – (Tolchin 2006)) that appear to have funded the
Revolutionary United Front (RUF) in Sierra Leone and UNITA (The União Nacional
para a Independência Total de Angola) in Angola, and the oil revenues from the Arab
world that is thought to be the main funding vehicle for terrorist group Al Qaeda’s
activities.

Sociologist Peter Evans on the collaboration of elites who profit at the expense of
the people, talks about the concept of moving from what he calls, “classic dependence” to
“dependent development” using the case of Brazil. In his text, Dependent Development
(Evans 1979), Evans defines classic development as the “reliance on a single export
product” while the latter he says is characterized by the concrete interaction of social
groups and classes. Brazil, a country that used to rely heavily on the export of its main
agricultural produce, coffee, experienced a shift towards industrialization and a place in
the semi-periphery that brought about more sustainable economic development in the
region. Evans’ logic is that this form of industrialization thrives on the formation of
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strong alliances among the dominant elite, the state and the multinationals, whereby all
members of the alliance benefit from the accumulation of industrial capital within Brazil.
He finds that consensus between local and foreign capital around the issue of
accumulation is a fundamental part of the explanation of the successes of Brazilian
industrialization as well as diversification of exports. It was based on this that Brazil was
able to transition from classic dependence to dependent development. Evans notes that
this setup, while benefiting the elite partnership excluded the larger population from the
rewards of growth and finds that such alliances can sometimes serve to trigger conflict. In
his text, he says,
“the pressure of their unsatisfied needs [i.e. of the Brazilian population]
remains the constant backdrop for the elite’s strategies of industrialization. As
long as the current alliance is successful in its own terms, an ever increasing
surplus will provide the possibility of some satisfaction of some mass demands. In
addition, as long as the elite is united, the rest of the population will have a hard
time pressing its grievances beyond sporadic protests. Should the alliance falter, a
confrontation will come sooner, but even if it does not, the redistribution of
economic rewards and political power can only be postponed for a certain
period.” (Evans 1979 p. 13)

This might explain why the unrest in the Niger delta region seems to have climaxed; a
divide in the union between the federal, state, local governments and the multinational
companies. The following section explores why conflict still persists in the Niger delta
region despite increased inflow of FDI to the oil sector in recent years.
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CHAPTER 6: FDI AND CONFLICT IN THE NIGER DELTA ANALYSIS

6.1 Introduction
This chapter presents a case study on the Niger delta and addresses the question of
why conflict has persisted in the region despite vast amounts of foreign investment in the
extractive industry. It discusses the relationships between investing entities (oil MNCs),
local leaders and authorities and tries to assess the degree to which the balance of power
is tipped in favor of the investing international oil companies or the local leaders and
authorities and how this may be impacting the conflict situation in the region. The Niger
delta region was selected for this case study because it presents a unique set of variables
making conventional statistical approaches insufficient for effectively capturing the
complex nature of the conflict in the region. At the same time, lessons learned from the
Niger delta will be able to be applied to other regions of the world that share similar
characteristics.

The case study method of research was used because it is most suitable for
performing in-depth investigations of a single entity in order to explore causation and
determine underlying principles. Researcher Robert K. Yin defines the case study
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research method as “an empirical inquiry that investigates a contemporary phenomenon
within its real-life context; when the boundaries between phenomenon and context are
not clearly evident; and in which multiple sources of evidence are used” (Yin 1984).
Interviews and surveys were used for gathering the necessary data for analysis.

6.2 CASE STUDY: Niger delta, Nigeria
The Niger delta region of Nigeria is an oil-rich region which extends over about
70,000 sq km and makes up about 7.5% of the country’s total land mass. It is made up of
nine states: Bayelsa, Delta, Rivers, Abia, Akwa-Ibom, Cross River, Edo, Imo and Ondo,
with an estimated population of about 26.7 million, over 40 ethnic groups including the
Efik, Ibibio, Annang, Oron, Ijaw, Itsekiri, Igbo, Urhobo, Yoruba and Kalabari, speaking
about 250 different dialects (Wikipedia 2010).

Nigeria derives an estimated 80% of its foreign earnings from the oil produced in the
Niger delta region. All of the oil fields are nationalized, i.e. are owned by indigenous
Nigerian companies however, all revenues that are realized from the petroleum sector are
taken at the federal level and shared with the oil companies, with very little compensation
given directly to the host communities.
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6.3 Statement of the Problem
6.3.1

Poverty, Environmental Degradation & Conflict in the Niger delta
The situation in the Niger delta is one that has been brewing over the last four

decades. With almost all of the country’s total FDI inflows being directed towards the
petroleum sector, the region remains plagued by ethnic and political unrest and is given
to frequent incidents of conflict and violence. Much of the conflict in the Niger delta is
said to be attributed directly or indirectly to the activities of international oil companies in
the area. The presence of these corporations such as Shell, Texaco, Agip and
ExxonMobil, and their drilling and oil extraction activities in the Niger delta region,
tends to generate tensions between them and the local communities, particularly the
minority ethnic groups such as the Ogoni and the Ijaw. These communities are
marginalized and impoverished and face environmental devastation after decades of oil
production in the region. Much of the angst of the people is due to the fact that these oil
excavation projects are mostly undertaken without prior consultation with the locals,
resulting in the death of fish and livestock due to oil spillages, death of local citizens due
to oil drilling accidents, oil spillages reducing the suitability of the soil for farming and
general disruption of their way of life. There are also incidents of fuel carrying pipelines
bursting and claiming untold numbers of lives. One such incident caused considerable
grief among the Idjerhe people of the Urhobo heartland of the Niger Delta. The town,
located about 55 kilometers from the oil city of Warri, Delta State on October 17, 1998,
was thrown into unprecedented mourning when a pipeline carrying fuel exploded, killing
over 500 people (Ola & Eighemhenrio 1998).
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According to a report by Country Watch (2004), there were found to have been at
least 3,000 oil spills between the years of 1976 and 1986, with the first significant legal
ruling on the matter in favor of the Niger delta locals occurring in September 2000, when
a Nigerian court ordered Exxon Mobil to pay $47 million in compensatory damages for
an oil spill from the company's facility. More recently, there have been reports of oil
spills allegedly coming from a sunken tug boat at the Chevron Nigeria Limited (CNL)
jetty into the Ekpan river, which is one of the main supplies of water to the fish ponds in
a multi-million naira privately owned fish farm in Ekpan, Uvwie local government area
of Delta State. The spill is said to have affected over 2,000 fish ponds and led to the loss
of over 6,000 fish, estimated to be worth about N100 million (Next “Ekpan Spill” July
2010). Joshua Ughere, chairman, board of trustees of Ufuoma United Farm, Ekpan, said:

“we are calling on the government and multinational agencies to come to our aid.
We borrowed monies to start this business, but now all our fishes are gone. The
pollution started last week, now it has spread all over the ponds. If we are not
helped, we will run out of business” (Next, “Ekpan Spill” July 2004).

Even the Federal Government of Nigeria records about 3,203 oil spillage cases in 4 years
between 2006 and 2010. Speaking at a 2-day workshop to examine regulations and
guidelines for oil spill recovery, cleanup, remediation and damage assessment, the sitting
Minister of Environment, Mr. John Odey had this to say:
“With deep regrets, the incidents of oil spillages in our environment have been
very high. Reported cases of 3,203 out of which 23 per cent has been caused by
equipment failure, operational/maintenance error and corrosion while 45 per cent
has been attributed to sabotage/vandalism. This is indeed disheartening” (The
Guardian Newspaper, 2010).
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The event was organized by the National Oil Spillage Detection and Response Agency
(NOSDRA) in collaboration with United Nations Development Program (UNDP).

Living standards in the Niger delta communities are very poor. According to the
Humanitarian Exchange Magazine (2009), available medical indicators show high levels
of malaria and waterborne diseases as leading causes of morbidity and mortality in the
Niger delta. The same result also finds that 8% of mortality in 2005 was caused by
anemia. If true, this is cause for major concern given how abundant in fish the diet of the
indigenes must be. And with as many as 70% living below the poverty line according to
the local media, this is an indication that very little of all the vast revenues that are
realized from the oils are shared with the people. This prompts further conflict due to the
inequitable sharing of the proceeds from the oil sales. In addition, the international oil
companies have been accused of favoring some local communities over others, provoking
mutual rivalries, and successive governments have at best ignored and at worst violently
repressed local rights activists. The November 1995 hangings of 9 Ogoni human rights
activists with leader (of the Movement for the Survival of Ogoni People - MOSOP) Ken
Saro-Wiwa are an example of this.

By many accounts, the Nigerian government has done little to help the situation,
allowing these MNCs free reign in the Niger delta region without the imposition of the
necessary environmental restrictions or requiring that the MNCs make contributions to
improve the general welfare of the people and the socio-economic status of these remote
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communities by way of improving the roads and rural infrastructure, providing job
opportunities for college graduates from the region, etc. Instead, corrupt government
officials and elites connive with the multinationals to exploit the oil-rich lands and keep
the revenues realized from their oil explorations to themselves, all at the expense of the
locals. It has even been alleged that on occasion, the government has been engaged in
activities that amount to the gross violation of human rights, by authorizing the wiping
out of entire villages of people who dare to speak out against the oil companies’ actions,
or against those of the government for that matter. The October 1999 killing of unarmed
civilians and raping of women in the Choba area of Rivers State and the November 1999
massacre in the Odi community of the Niger delta region are examples of this (Civil
Liberties Organization 1999).

6.3.2

War against under-development & Corruption: MEND, NDPVF, IYC
The crisis situation in the Niger delta, which can be ultimately characterized as

the struggle for the equitable distribution of resources, particularly crude oil, has led to
the emergence of various political movements, opposition groups and activists who try to
rally the support of the people to challenge their leadership and hold them accountable for
effecting change and giving to them what they believe to be rightfully theirs The nonviolent, poet-turned-activist, Ogoni leader Ken Saro-Wiwa is one of the more famous
ones. Since his brutal execution by the federal government, along with eight others in
1995, groups of aggrieved youth began coalescing and forming strong, influential
movements in an attempt to raise world-wide awareness of the situation in the Niger delta
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and to agitate for change. These groups would initially hold peaceful protests in
opposition to the perceived injustices perpetrated upon their people by the federal
government of Nigeria and the oil multinational companies. However, the Saro-Wiwa
killings many regard as the turning point from a time of peaceful protests against the
government to armed resistance, and the birth of militancy.

The 2003 elections were fraught with fraud as greedy politicians sought to arm
various groups in return for helping to rig the polls in their favor. But according to human
rights lawyer Anyakwee Nsirimovu, "Once you give someone a gun, you cannot take it
back. After the elections were won, the men turned to crime." (Briggs 2007). And while
some had resorted to crime in defense of what they believed to be a just cause, others
simply fell into it as a result of lack of alternatives given the government’s failure to
invest in education, employment schemes and other such infrastructure.

A group that calls itself MEND (Movement for the Emancipation of the Niger delta),
is a militant indigenous people’s movement dedicated to armed struggle against what
they call the exploitation and oppression of the people of the Niger delta and the
degradation of the natural environment by foreign multinational corporations involved in
the extraction of oil in the Niger delta and the Federal Government of Nigeria.
(mendnaigerdelta.com). MEND’s stated goals are to localize control of Nigeria’s oil and
to secure reparations from the national government for pollution caused by the oil
industry. In an email sent in January 2006 MEND warned the oil industry, “It must be
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clear that the Nigerian government cannot protect your workers or assets. Leave our land
while you can or die in it. […] Our aim is to totally destroy the capacity of the Nigerian
government to export oil.” (Howden 2006). MEND is said to be responsible for several
attacks on oil industry workers and facilities to include pipeline bombings, destruction
and vandalism of oil production vessels and installations, numerous killings and
kidnappings (Wikipedia). Another rebel group with similar goals as MEND’s is the Niger
delta People’s Volunteer Force (NDPVF) headed up by an Alhaji (Mujahid) DokuboAsari. Ateke Tom’s Niger delta Vigilantes, the Greenlanders, Bush Boys, Elegant Face
and Deegbam (Briggs 2007). Even the Federated Niger delta Ijaw Communities (FNDIC)
was originally an ethnic militia (Briggs 2007). MEND reportedly seeks “a union of all
relevant militant groups in the Niger delta” (Emmanuel). There have been attempts at
secession in the Niger delta. In early 1967, oil-related disputes motivated an insurrection
by the Ijaw ethnic group (Oyefusi 2008). Today, the Ijaw Youth Council (IYC) remain
another powerful social and political force within the Ijaw community and the Niger delta
region at large.

In a paper entitled, Understanding the Armed Groups of the Niger Delta, author
Judith Asuni analyses the rise of militancy in the Niger delta, tracing a trajectory of how
groups move from protests to violent conflict and criminal activity (Asuni 2009). Asuni
estimates the number of members of armed groups in the Niger delta to be as many as
60,000. She traces their origins to university co-fraternities, street gangs, drug
traders/users and oil bunkering, and finds ethnic rivalry, political corruption and the
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struggle for power to be at the heart of their struggle (Asuni 2009). She concludes that
the insecurity problem in the Niger delta is not only a problem for the Nigerian
government but for the United States and the wider world because a stable Niger delta
producing a steady supply of oil would help to moderate world oil prices, which is a
benefit that can be enjoyed by all (Asuni 2009).

6.3.3

Oil Bunkering in the Niger delta
Although the figures cannot be accurately confirmed, evidence suggests that the

theft of crude oil referred to as “illegal oil bunkering” accounts for as much as 10% of
Nigeria’s daily production and is a highly organized operation (HRW 2003). According
to the Human Rights Watch (2003), this stolen oil is sold to illegal refineries in Nigeria,
and to a mix of legal and illegal refineries in nearby West African states and other
outlying regions. This constitutes a breach of the country’s constitution which states that:
“all minerals, oil and gas in Nigeria belong to the federal government. Oil
extraction outside the framework of an agreement with the federal government is
illegal, as is the possession of crude oil by anyone not licensed to do so”
(Section 52(3), 1999 Constitution).

This activity, thought by many to be masterminded at high levels by multinational
corporations in collusion with high-ranking government officials and generals in the
military, particularly in the navy, and other highly placed and powerful individuals within
the society, is the cause of much conflict in the Niger delta. These oil “dons” make
elaborate plans to ensure that barges carrying the stolen oil are escorted with armed
security as they go out to deliver the oil to tankers waiting at sea. It has been alleged that
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the very people entrusted to protect the oil are the same ones who steal it, or allow it to be
stolen, charging that they are not paid nearly enough to risk their lives protecting it, and
that it is much more lucrative for them to turn a blind eye. This practice of illegal oil
bunkering has resulted in the unprecedented vandalism of oil pipelines, bombings of oil
platforms and oil fields, disruption of oil production, untold kidnappings, killings,
extortion and a general state of insecurity and crisis in the Niger delta region.

These acts of vandalism are usually carried out by members of militia groups such
as MEND, who vow to do whatever it takes to stop the theft of oil from their land.
Sometimes, these acts are also carried out by unorganized local youth who are jobless
and in search of some source of income. These youth intercept the operations of the big
oil dons for their personal gain, often times running parallel, “mini” bunkering operations
of their own. Interestingly, in addition to the militia groups and the aggrieved youth, there
have been reports of the Nigerian JTF (Joint Task Force) attacking illegal refineries in a
bid to confront crude oil thieves. One such attack occurred recently around the Mbiama
River, bordering Rivers state and Bayelsa state. About 100 soldiers reportedly stormed
the area and set the illegal refineries ablaze, destroying petroleum products worth over
N15 million, which converts to about $1 million (The Nigerian Voice 2011).

The issue of oil bunkering has serious implications. For one, the crude oil that is
being sold on the black market is oil that has been stolen from NNPC and the oil
company pipelines (Shell, Agip, etc.). As a result, the government suffers substantial loss
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of revenue, which has direct impacts on the economy. In addition, the facilities where
these products are kept are not very sophisticated and pose a fire hazard to the people that
live in the surrounding areas. Reckless handling and disposal of the products could also
lead to loss of vegetation, contamination of water supply and other environmental issues.
The third and perhaps, most significant impact of oil bunkering is the injection of these
illegally refined products into the local supply chain. Reports have it that this has led to
many fatal cases of kerosene explosions and people experiencing problems with the
performance of their vehicles. The Nigerian government through the JTF, has committed
to fighting and winning the war on illegal oil bunkering using a three-pronged approach:
advocacy, destruction of illegal refineries and diligent prosecution of the perpetrators
when apprehended (The Nigerian Voice 2011).

6.4 Research Questions
The case study was setup to answer the following questions:
1. Why has conflict persisted in the Niger delta?
2. What effect does foreign investment in the extractive industry have on the balance
of power among the international oil companies, local leaders and authorities?
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6.5 Evaluation & Analysis of Data
6.5.1

From Interviews
Interviews with various members of past and present government regimes, high-

ranking military officers and oil industry leaders formed the basis for much of the case
material presented in this study. Hailing from various walks of life, it was interesting to
see that while there was broad-based agreement across all of the interviewees regarding
how the situation in the Niger delta has come to be what it is today and what the way
forward is, there were a few variations on the issue of the role of the Federal Government
(past and present) and its level of involvement in the situation. While some sources
argued that the government has repeatedly made great efforts to try and diffuse the
volatile situation in the Niger delta, others charge that while the situation is vastly
complex and could not easily be blamed on any one person or body, if anyone could be
blamed, it would have to be the Nigerian government. Following is an exposition of the
information that was gathered from the interviews.

6.5.1.1 Insights from the Government
Speaking with the Economic Adviser to the former Nigerian President Umaru
Yar’adua, the Honorable Minister Tanimu Yakubu at his Shell Estate home office in
Maitama Abuja, he acknowledged that the government did recognize the situation in the
Niger delta as a very important and urgent issue and noted that as a result, it had been
placed at the very top of the regime’s agenda. He talked about many of the efforts that the
federal government had put forth over the years to control the deteriorating situation in
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the Niger delta including the establishment of NNPC, the setup of NAPIMS to broker and
manage joint venture partnerships, the enactment of the NEITI Act, and the establishment
of the National Stakeholders’ Working Group, which is the governing board of NEITI.
He highlighted many of the government’s achievements with these initiatives including
the Working Group’s recovery of about 1Billion USD in unexplained and unsubstantiated
expenses from joint venture partners after a massive reconciliation effort (Although the
Minister was not able to provide specific information on this, audit reports on the NEITI
website conducted by Hart Group substantiate this claim – See ‘NEITI Audits 2005,
Summary of Recommendations and Proposed Actions presented to the NSWG, revised
June 2nd, 2009’).

The Honorable Minister explained in great detail the intricacies of the joint
venture partnerships, and pointed to their flawed structure as a huge contributing factor to
the demise of the Niger delta. He alleged that the hands of the government have been tied
by virtue of the way that these partnerships are setup, and posed a fundamental question,
“Is Nigeria getting her fair share? (of profits realized from joint venture partnerships).”
By his account, even though on paper a joint venture relationship (hereafter referred to as
‘JV’) may be said to be a 60-40 split between the government and a JV partner, this is not
so in ‘real terms’. When the cash calls are made and the Nigerian government is expected
to put forth its share of the financial burden, more often than not, it falls short. In fact, it
falls so short, so much so that the JV partner, or the ‘IOC’ as they are sometimes referred
to (International Oil Company) ends up making up the difference by lending the monies
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on behalf of the Nigerian government in a less than transparent manner (See earlier
section for description of Joint Venture Partnerships). This not only reduces the amount
of initial investment by the Nigerian government, it significantly reduces its share of the
profits. Repeated failure of the Nigerian government to meet its financial funding
obligation over time has led to lower and lower returns on investment and by the time all
required royalties, taxes and fees have been paid, a marginal percentage share of oil
profits are realized. Another side effect of the government’s inability to shoulder its
financial end of the partnership is that the partners who end up assuming a greater
financial risk upfront gain the upper hand and are more powerful to influence and
administer local content, i.e. they have a greater ability to engage local resources. Per
Yakubu, “powerful multinational corporations are able to pay off local chiefs and other
leaders, influencing them in their favor. And with enough money, those leaders look the
other way.” He further asserts that, “even NNPC lacks the legal authority to administer
local content and the Economic and Financial Crimes Commission (EFCC4) does not
even have the power to get involved.” If it can be boiled down to a single sentence, it is
this: That the Nigerian government has experienced a severe erosion of power as a result
of over-dependence on joint venture partners.

When asked why the media never reports the situation from this angle, the honorable
minister charged that the foreign media, through rhetoric and propaganda, like to play the

4

The Economic and Financial Crimes Commission (EFCC) is a Nigerian law enforcement agency that
investigates financial crimes such as advance fee fraud (419 fraud) and money laundering.
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whole situation as solely an issue of corruption among Nigerian government officials.
And while he agrees that there is some corruption among the ranks, the amounts of
money looted by local leaders and the amounts lost as a result of the JV arrangements
cannot begin to be compared.

He talked about his administration’s commitment to transparency and to easing the
situation in the Niger delta with the implementation of several new initiatives. One such
initiative was to incorporate joint ventures to attain the following fiscal objectives:
-

Make spending of joint ventures more transparent and more accountable;

-

Increase the Nigerian government’s share of oil profits for increased revenues;

-

Increase the Nigerian government’s ability to benefit from more local content;

-

Allow the people of the Niger delta to benefit directly from being a host economy
in terms of improved infrastructure, improved technologies, increased
employment opportunities and economic development.

It was hoped by the administration that with incorporation, the cash call culture under
which the government funds the joint ventures would be ceased. Joint venture partners
would be empowered to independently source for funds for executing their projects. The
government for example, would be able to raise capital in the international markets
without being burdened to make contributions from its coffers. An ownership structure
would be established at the onset of the JV partnership, e.g. 50:50, 60:40, 80:20, etc, so
that after ‘borrowed monies’ have been paid back, residual profits realized can be shared
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per the defined structure. The Minister’s administration projected that with incorporation,
the return on investments in JV partnerships (for the Nigerian government) would
increase from rates of about 55% to about 78%. Assuming that today’s ROI of about 55%
yields 40 billion USD in profits, an increase to 78% ROI could mean as much as an
increase of over 16 billion USD in oil profits.

The incorporation of joint venture agreements was packaged as part of the Petroleum
Industry Bill and has been proposed to the Nigerian National Assembly by the current
government but is yet to be passed and signed into law due to serious objections from the
international oil companies. Led by Shell, these companies argue that Nigeria's oil and
gas production has not only failed to grow, but has fallen every year since 2005 owing to
"hostile policy regimes and harsh fiscal terms". In their opinion, the Petroleum Industry
Bill is an example of such (Daily Champion, 2010). Below is an excerpt from the Bill:
221 (1) With effect from the commencement of this Act, the interests held by the
Nigerian National Petroleum Corporation in respect of the joint ventures for the
exploration and production of petroleum in Nigeria, shall be vested in the National
Oil Company.
(2) Within twelve months from the commencement of this Act, each joint venture for
the exploration and production of petroleum in Nigeria shall be incorporated as a
limited liability company
(3) Each joint venture company shall be owned by the parties to the existing joint
ventures, in proportion to their existing participating interests, with the exception of
the participating interests held by the Nigerian National Petroleum Corporation,
which shall hence forth be held by the National Oil Company.
(4) Terms and conditions of each incorporated joint venture shall be agreed upon by
the parties.
Objective
222. The objective for the incorporation of joint ventures is to create an independent
entity, capable of being financially self-sufficient.
The Board
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223. Subject to the provisions of this and other relevant laws of the State, each
incorporated joint venture shall be guaranteed the authority and resources to fulfill
their duties in a professional and objective manner without interference.
Other initiatives of the then serving President, Umaru Yar’Adua that were underway
included:
⇒ A continuation of the historical allocation of 13% of the nation’s budget from the
Federal Government to the Niger delta, known as ‘Derivation Funds’5 and a
warning to the state governors in those regions not to use these funds as ‘Security
Votes’ (i.e. sums of money that the government can spend without having to
account for them), but instead, to put those monies towards the implementation
of capital projects for the improvement of roads, water, electricity and other rural
infrastructure.
⇒ Provision of funding by the Federal Government to the Niger delta Development
Commission (NDDC6) to be put toward specific projects (pre-defined by the
Federal Government) in an attempt to ensure development of the region.
⇒ Special provision in the Federal budget for ensuring heightened security (border
patrol, increased police presence, etc.) in the Niger delta region.
⇒ Promise of a supplementary budget for the region to be made partway through
the year 2008.

5

These are special shares of oil revenues allocated to oil producing areas. Oil-producing states are allocated
13% of the revenues (known as ‘derivation’ fees), but a significant proportion of this money – perhaps as
much as 90% – never reaches its destination through a process of misappropriation.

6

The Niger delta Development Commission is a Federal Government agency established by Nigerian
president, Olusegun Obasanjo in the year 2000 with the sole mandate of developing the oil-rich Niger delta
region of southern Nigeria.
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⇒ The re-opening of 3 oil refineries (in Port Harcourt, Warri & Kaduna) which had
been shut down for over 6 years under the previous regime’s watch.

Speaking on behalf of the administration, Mr. Yakubu enjoined the people of the Niger
delta to bide the government a little more time as it implements policies that will
resuscitate the region and bring them much-needed relief.

Two years after the interview and the government has since kept its word regarding
making special provisions in the national budget for the Niger delta region. In September
2008, President Umaru Yar’adua created the “Ministry of Niger delta” which he said was
to be the primary channel through which his administration's agenda would be executed
for the rapid socio-economic growth and development of the region.
"The Ministry will coordinate our efforts to tackle the challenges of infrastructural
development, environment protection and youth empowerment in the region," the
President said. (ThisDay, 2008).

Allocations to the Niger delta region in the last 3 years have been as follows:

Table 9 – Niger delta Budgetary Allocations, 2008 – 2010
No
1

Allocation
NDDC

2008
App. Bill
N69.9bn

Media
8
N89.204bn

2009
App. Bill
?

7

Media
9
N128.4bn

7

2010
App. Bill
N44.937bn

Media
10
N236.58bn

The 2010 Appropriation Bill has not yet been passed in the National Assembly.
Source: Financial Nigeria
http://www.financialnigeria.com/NEWS/news_item_detail_archive.aspx?item=2617
9
Source: The Nation
http://thenationonlineng.net/web2/articles/11184/1/Senate-passes-N1284b-2009-NDDC-budget/Page1.html
10
Source: Nigerian Tribune
http://www.nigeriannewsservice.com/headlines/jonathan-sends-n236b-nddc-budget-to-nassembly
8
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2

Ministry of
Niger delta
Affairs

n/a

n/a

N51bn

-

N93.9bn

-

Conversion rate is N150/$1 (USD)
For 2008 & 2009 budgets ref: http://www.budgetoffice.gov.ng/downloads.html
For Appropriation Bill 2010 ref: http://www.budgetoffice.gov.ng/Bill2010.pdf

In addition to budgetary allocations being made for the Niger delta, as of February 2010,
both the Kaduna and Warri refineries are said to have started production again after 2
years of idleness even though at just 60% of capacity (Daily Trust, 2010). This is another
win for the government.

6.5.1.2 Insights from the Oil Companies - Shell
As Nigeria’s oldest energy company and one that has had the longest running
agreements with NNPC, an interview with the then sitting Chairman of Shell Nigeria, Mr.
Basil Omiyi, was key to this study. All too familiar with the history of the Niger delta
region, Mr. Omiyi, wasted no time re-hashing all the issues that plague the Niger delta
indigenes today and chose instead to dive into an analysis of how the situation has come
to be what it is today and the way forward. According to Omiyi, the situation in the Niger
delta is one of economic crime protected by political interest and fueled by poverty,
neglect and underdevelopment. He illustrates in the diagram below, the three key things
that have come together to make the situation what it is.
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Figure 12 – 3-way Analysis of Niger delta Situation

The ‘Poverty’ circle he says, represents all the things that the people of the Niger
delta region have been denied, which has led to a depressed local economy and gross
underdevelopment. The lack of basic amenities such as electricity, potable water, good
roads, bridges, railways, waterways, good hospitals, good schools and academic facilities,
and the lack of infrastructural elements such as telecommunications, post offices, etc.,
makes for a truly desperate situation. Add to that a non-existent penal system with no
police, no prisons and no courts and you find a really serious security problem. The
‘Economic Crime’ circle represents the criminal activities that have resulted from years
of marginalization and ethnic rivalries in the region. Mr. Omiyi cited the Ijaws, an ethnic
group in the Niger delta and the fourth largest ethnic group in the country, thought to be
the under dogs in a long history of strife with the Itsekiris, a smaller Niger delta tribe,
over territory. Members of both groups it is alleged, engage heavily in the oil bunkering
business, and in the struggle over resources have been armed by elites, wreaking havoc in
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the region and causing much bloodshed. Not only are they armed by elite sponsors, the
people who buy the crude oil from them also provide arms to them for protection of the
stolen oil. Members of these tribes and all others who participate in oil theft, use the
Niger delta people’s cause for legitimacy to protect their trade, and are prepared to
defend it at all costs because of how lucrative it is. In addition to oil theft, there’s the
kidnapping of oil company workers for hefty ransoms as well as the bombing of
pipelines, gas fields, platforms and oil fields with the hopes of a payoff for peace. The
notion that crime pays is very pervasive in the minds of many Niger delta people. The
‘Political’ circle speaks to political representation, i.e. the perception that the people are
being represented in the political arena by one of their own. As has been evidenced by the
consistent cycles of uprisings, the people of the Niger delta have little confidence that
their political leaders are truly leading with their interests at heart given the lack of
adequate response by the government to their plight. This circle ties in very closely with
the Economic Crimes circle since in many cases, the latter is heavily influenced by the
former, i.e. economic crimes are oftentimes driven by political dynamics. As one source
put it, “Political kingmakers have used the government funds at their disposal to sponsor
criminal gangs and secure election victories through violence and vote-rigging. Many of
the armed criminal gangs operating in the Delta gained their power through the patronage
and impunity accorded them by influential ruling party politicians.” (Guttschuss, 2008)

According to Mr. Omiyi, the greater the overlap between these three circles, the
greater the crisis and the worse off the Niger delta region is. In order for there to be
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progress, he asserts that these circles and the issues they represent must be pulled apart so
that they can be resolved independently. As a solution to the economic crimes issue, he
stated that first of all, demand needed to be cut off. This he said could not be done
without the active support and participation of the international community which he
suggested the government engage in actively discouraging oil bunkering activities and
those that patronize them. As a stop gap measure, the government could consider
reducing the price of oil to those countries that they know to be patronizing the sale of
stolen oil, with the hopes of reducing their likelihood to resort to the purchase of stolen
oil. In response to the poverty issue, he felt that the federal government needed to inject
more money into the region to the tune of $15 billion (USD). This money he said would
need to be specifically targeted at capital projects that would serve to build up the
infrastructure in the region such as roads, electricity, courts, a coast guard system, etc. He
cited the Gulf of Guinea’s energy security infrastructure as one to be emulated. In
response to the third issue, of political relevance, he noted that the government needed to
appoint more Niger delta indigenes to politically relevant positions. He cited the then
serving Vice President of the country, Mr. Goodluck Jonathan as being from that region,
to the pleasure of many of the Niger delta people.

As a way forward, Mr. Omiyi emphasized the need for the government to provide the
necessary infrastructure so that the economy can expand. Specifically, he recommended:
-

Better Governance

-

Building up of institutional capacity
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-

The establishment and enforcement of rule of law, i.e. Law & Order

Institutional
Capacity

Governance

Rule of Law

Figure 13 – 3-way Proposal for Niger delta Remedy

His strong-held belief is that the government in addressing these three critical
issues would be going a long way to creating more of an enabling environment for
sustainable development. According to him, if he had to pick, he would say that with
foreign investment into the oil sector, the balance is tipped in favor of the government
which has the leverage to set the rules of engagement for joint venture partnerships to
benefit the people.

In his closing remarks, Mr. Omiyi reaffirmed that the situation in the Niger delta
is one over resource control. He said that the current nature of the federation does not suit
the militants because they are not being given their fair share of what is due them. The
militants (those with a legitimate cause), want what they call a ‘fiscal federation’, in
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which each state makes its own money and contributes to the center (the federal
government). They want their states to be given the royalties for the extracted oil, rather
than just the 15% derivation funds. Omiyi notes with all practicality that this particular
demand would take a lot of time to implement mainly because it is not in the current
constitution of the country. Writing such a mandate into the legal framework of the
federation he figures would be a daunting task at best because not only will it mean a lot
less revenue for the federal government which they will resist, but there are many people
in the country who benefit from the status quo.

When asked about alternative sources of FDI, Omiyi stated that the economy
needs to be more diversified and not so heavily reliant on oil as the sole source of
revenue. He recommended that the country adopt an agro-based philosophy to revenue
generation, estimating that a 10 % increase in agricultural production would be more
beneficial (not necessarily more profitable) to the nation than a 10 % increase in oil. He
noted that presently, only about 15 % of arable land in the country is under cultivation,
leaving much room for growth. He also pointed out the irony of the fact that a barrel of
palm oil is more expensive than a barrel of crude oil, an indication that there are other
avenues that could be explored for income generation. He gave the example that palm oil
and rubber are the largest exports of Malaysia, and have proven to be a source of
significant income for that country. At the same time, he noted that some possible
drawbacks to the agriculture solution is that it requires a lot of investment and time to
harvest crops and as such, does not provide the instant rewards that crude does. Besides,
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he stated plainly that agriculture really cannot attract much foreign investment because
there is no rule of law to encourage the investors to come. With oil however, the laws
governing its extraction and production are more internationally recognized and as such
the risks of investment are reduced. He also observed that in order for the government to
focus more on agriculture as a source of income, there would need to be a change to the
land tenure system, which goes back to the rule of law argument, identified in his
diagram above.

6.5.1.3 Insights from the Oil Companies - ExxonMobil
Speaking with the Executive Director, External Affairs of Mobil Producing
Nigeria (MPN), Mrs. Gloria Essien-Danner, she said that the situation in the Niger delta
had been simmering for a long time, punctuated by the occasional uprising. According to
her, government regimes over the years have long since been muffling the voices of the
Niger delta people. She cited the 1986 bombing of the famed Newswatch magazine
founder, Mr. Dele Giwa, who through his paper accused the government of paying off
clan heads and other local leaders in the Niger delta in order to suppress opposition from
the people, instead of addressing the issues of environmental degradation and economic
underdevelopment head on. As Mr. Giwa’s crusade began to take on some teeth, he was
soon alleged to have been committing treason by the military regime under the leadership
of the then Head of State, General Ibrahim Babangida, and within a few days of the
accusation, was killed by a bomb that was delivered to him in a parcel. Fast-forward 9
years, Mrs. Essien-Danner also cited the killings of Ogoni leader Ken Saro-wiwa and 8
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others in 1995, whose crusade brought world-wide awareness to the issues of gross
human rights violations in Nigeria. But according to her, it was in early 2006 that things
really came to a head, when militant youths began kidnapping foreign workers, not for
ransom, but in exchange for development of the Niger delta region. These kidnappings
immediately made world news because many of the hostages taken were expatriates. The
group that claimed responsibility for the kidnappings was MEND (defined earlier as the
Movement for the Emancipation of the Niger delta). With international awareness, the
federal government was pressured to crack down on the criminal activity in the Niger
delta and make earnest effort to bring about sustainable development in the region. As
such, the government tasked the governors and ministers of the Niger delta states to focus
on developing the region, implementing capital projects such as building new roads,
digging bore holes for clean water, providing incentives to farmers, fishermen and local
traders, etc, in an attempt to stimulate the local economy. Multinational companies were
also pressured to increase their spend rates in the region by at least 30%. The government
set up quarterly meetings where all of these stakeholders could come together to present a
report on their progress towards meeting their respective goals.

According to Mrs. Essien-Danner, there is a strong perception amongst those in
the Niger delta as well as those outside, that the oil companies should be providing
everything for the Niger delta people including building roads, providing water,
electricity, schools, hospitals, etc. But she pointed out the impracticality of that
perception and noted that at best, the oil companies could only really be expected to
132

provide such amenities, if at all, within the immediate surroundings of where their
operations are setup. The government however, she said, should be responsible for the
entire region, be it at the federal, state and/or local levels. She pointed to what is called by
many, ‘the split of the barrel’ (a phrase used to refer to the ratios at which the monies
realized from oil production are spilt up between the oil companies and the Nigerian
government, per barrel of oil), noting that the government ends up taking the lion’s share
of the spoils.

ROYALTY

18%

$4.40

Govt.
Net
Take
=
$16.54

TAX
(Including Education
Tax,NDDC Levy, Gas
Flare Penalty)

41%

93% of
Divisible
Income

$10.30

$25/B
NNPC MARGIN

$1.84

COY. MARGIN

7% COY. margin: $1.22
7% of Div. Income

5%

$1.22

29%
OPERATING
COSTS

$7.24

Figure 14 – Split of the Barrel – Nigerian Oil
Source: Mobil Producing Nigeria

As the diagram above shows, the government primarily receives its oil revenues in the
following 3 ways:
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1.) Through royalties on crude,
2.) Through taxes and levies,
3.) As a joint venture partner, i.e. through NNPC

Per the illustration, assuming that the price for a barrel of crude oil is $25, and the
approximate cost of operations is about $7.24, the oil companies would receive about
$1.22 while the government would receive an estimated total of about $16.54 per barrel
of crude which is about 93% of the divisible income. This, by all measures, is a
significant portion of the profits.

There are a variety of other ways in which the Nigerian government could receive
revenue from petroleum. Taken from a background paper on the Nigeria Extractive
Industry Transparency Initiative (NEITI, 2005), they are:
•

Bonuses: These are lump sum cash payments to the Federal Government of
Nigeria (FGN) on one or more of the following: a) signature of contracts to
explore and produce; b) declaration of commercial discovery, and c) attainment of
certain production levels. Bonuses have typically been treated as confidential, at
least at the individual contract level.

•

Royalties: Royalties are levied as a percentage of production and vary depending
on, among other things, location (onshore or offshore, deep water or shallow), the
nature of the contract (tax and royalty, or production sharing) and on whether
production is oil or gas. Rates are public, but actual obligations are less
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transparent when precise information on volumes and prices is lacking. Rates for
oil range as high as 20 %; rates on gas vary from zero to 7 %.
•

Profits Taxes: The Petroleum Profits Tax (PPT) is levied on income, at rates
which, in the case of oil, depend on the type of contract involved. The rate on tax
and royalty contracts (which account for almost all current production) is 85 %;
on production sharing contracts (which have replaced tax and royalty for all new
contracts), 50 %. Income from natural gas is taxed at the Corporate Income Tax
(CIT) rate of 30 %.

•

Production Shares: Investors operating under production sharing contracts
(PSCs), are obliged to pay the Government, through NNPC, a share of their
production after recovery of cost. The share is negotiated contract by contract, and
increases as function of either daily or cumulative production.

•

Government Sales of Crude Oil: The FGN holds an average 57 % equity interest
in tax and royalty contracts. This interest is managed by the National Petroleum
Investment Management Service (NAPIMS), which is part of NNPC. NNPC
transfers all revenues attributable to sales of the FGN’s share of crude oil
production directly to the Government, net of the Government’s cash obligations
to its contractual partners (the so-called “cash calls”). The revenues so transferred
are made up of two implicit, but conceptually different flows – tax and royalty
payments on the sales involved, and dividends earned by the FGN as a return on
its investment of public funds. No distinction is made between the two flows until
NNPC’s annual accounts are prepared, at which time NNPC’s auditors
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retroactively calculate and identify tax and royalty obligations and the residual
dividend.
•

Domestic Market Allocation: The FGN has for some years allocated a significant
part of its share of crude oil production to NNPC to use in meeting the demand for
petroleum products on the domestic market, either through refining it directly or
through swapping the crude for products on the international market. Until very
recently, the price charged to NNPC for this crude oil was well below the
international market price. The amount of the subsidy involved is substantial and
for revenue transparency or accountability purposes, it should be captured, either
as an upward adjustment to the revenues received by the FGN from its crude oil
sales to reflect their true value, or as implicit revenue received by NNPC.

•

Other Taxes and Charges: Several other taxes and charges apply to petroleum
operations and contribute to revenues from the sector. The most notable of these
are the Education Tax payable to the FGN (2% of pre-tax income) and a charge
levied as a %age (3%) of the annual operating budget of oil producers and
payable to the Niger delta Development Commission (NDDC).

According to the same paper, these different components of petroleum revenues are
packaged differently according to the type of contractual arrangement that applies. For
example, the tax and royalty contracts (also known as Joint Venture contracts or MOU
contracts), as their name implies, call for payment of PPT and royalties, while the PSCs
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combine bonuses, royalties, PPT and production share payments. Both contractual
arrangements are subject to Education Tax and NDDC levies.

On the issue of what the oil companies can do to improve the situation in the
Niger delta, Mrs. Essien-Danner talked about some of ExxonMobil’s initiatives to meet
requests that have been made to the company directly from the people. Such initiatives
she said began in 2004 through 2006 and in 2007, the company officially commissioned
58 projects in the local Niger delta region. She said that together with other International
Oil Companies and Non-Governmental Organizations (NGOs), ExxonMobil engages in
such projects as the building of roads, the provision of clean water and electricity, the
building up of human capital and encouragement of entrepreneurship. They partner up
with organizations such as the Growing Business Foundation (GBF) to which they make
funds available so that they (GBF) can carry out the projects, recuperate the costs and
recycle for sustainability. However, she pointed out that unfortunately, oftentimes, the
actions of rebel forces and increased kidnapping of oil workers in the areas where the
projects are being implemented stalls such development programs.

As a way forward, she recommends that the federal government make a show of
sincerity to the people of the Niger delta by committing to do all that it can to alleviate
their distress as quickly as possible, and then by doing so. She said that this just might
encourage the people to call off the rebels and make the region more conducive for the
IOCs to do their projects and the government to build up the place.
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6.5.1.4 Insights from a Political Economist
The esteemed Professor Pat Okedinachi Utomi, 2007/2008 and 2011 Nigerian
presidential candidate describes the Niger delta region as “isolated and enclave sectors of
the country that have been disconnected from the rest of the economy.” A disconnect
which he says has been brought about as a result of the following conditions:
-

Those who work for the companies exploiting the region are foreigners;

-

Those who bring in the resources used to exploit the region are foreigners;

-

Oil production activities are largely offshore;

-

Few if any supplies used in the oil exploitation activities are sourced from the
Nigerian economy;

-

The activities of the oil companies do not engage the Nigerian.

The professor, who is the founding director of the Center for Applied Economics
at the Lagos Business School, asserts that the struggle for rents among the elites takes
away from the government’s ability to build the capacity to produce. He cites former
Africa editor for The Economist and now Director of the Royal African Society, Richard
Dowden, who in one of his articles said that Nigeria would be better off if all the generals
and politicians took all the oil money and left the country and just went away. At least
that way, the major bone of contention would have been eliminated.
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He too traced the history of the Niger delta as having started with the increased
presence of oil MNCs which over the years have bought off local chiefs in order to get
easy, uninterrupted access to the region’s oil. After years of being mainly passive, and
seeing one activist after the other emerge and be ruthlessly cutoff, the youth became more
enlightened about the situation and began to agitate. Many who started out as ‘freedom
fighters’ would eventually cross the thin line between defending a just cause and
becoming no more than armed bandits, catapulting into the situation of the present day.

Professor Utomi posited an interesting view of why it is that men (and women)
engage in political violence (riots, rebellion, coups, etc), citing the famed work of Ted
Gurr, who in his book Why Men Rebel, examines the psychological frustration-aggression
theory (Gurr, 1970). This theory argues that the primary source of the human capacity for
violence is the frustration-aggression mechanism. According to Gurr, frustration does not
necessarily lead to violence. However, when it is sufficiently prolonged and sharply felt,
it often does result in anger and eventually violence. Gurr explains this hypothesis with
his term "relative deprivation," which he defines as the discrepancy between what people
think they deserve (which he refers to as their ‘value expectations’), and what they
actually think they can get (also known as their ‘value capabilities’). Gurr's hypothesis,
which forms the foundation of the book, is that: "The potential for collective violence
varies strongly with the intensity and scope of relative deprivation among members of a
collectivity."(Gurr, 1970); the greater the perceived difference between the two, the
higher the likelihood of rebellion, and vice versa.
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When asked if there was any value in exploring investment in other sectors of the
economy, he replied possibly. He said that he felt that companies and people would be
less inclined to make heavy investments in a non-rent sector. However, if there was a
way to get people to invest in non-rent markets, it would likely have a greater impact on
the economy, allowing for the emergence of a middle class, with trained, skilled workers.
More of a middle class means a greater, shared stake in the system and makes for a more
stable economic environment.

He felt that one way in which oil companies could make an impact is to be lead
partners in bringing other companies to invest in other sectors in the region. He gave a
few examples of where this had been done in the past, with proven record of success. One
such example was of a company named Occidental Petroleum Corporation. A body that
supports overseas investments, Overseas Private Investment Corporation (OPIC) was
able to work with Occidental to fill in what they saw as a gap in the hotel industry in
Nigeria; the lack of a good, high-class hotel in the Lagos area (with the exception of
Federal Palace Hotel). The result of that collaboration was Eko Hotel & Suites, a premier,
international hotel strategically located in the high-end business district of Victoria
Island, Lagos.

As for the way forward, the Professor gave the example of Singapore, which
moved from a third-world country to a first-world country in a period of one generation,
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which he claims was as a result of its focus on economic freedom and social control. To
further support his view, he quoted the late Daniel Moynihan as saying, “The central
liberal truth is that politics can change a culture and save it from itself;” “[t]he central
conservative truth is that it is culture, not politics, that determines the success of a society
(Huntington, 2000). Utomi therefore declares that the crises of development in Nigeria is
one of culture and values and firmly believes that the social sector is most important in
the area of values re-orientation. Analysts, like Ronald Inglehart, would agree. Inglehart
notes in his discourse on Culture and Democracy that economic growth seems to bring a
gradual shift from survival values (such as anything goes that benefits one’s self and
family) to self-expression values (such as interpersonal trust, tolerance, and participation
in decision-making), which facilitates economic development (Inglehart, 2000).

Professor Utomi suggests that the Nigerian government be forced to think of
alternative ways of generating revenue rather than depending solely on oil money. In an
article entitled, “Managing the Curse of Oil,” the professor points out that the most
growth that he had observed in Nigeria in recent times came during a period of low oil
prices between 1987 and 1990. According to him, “it took the windfall of 1991 to
sabotage that. Oil prices have been high consistently since 1999 and any player in the real
sector will tell you things have not been worse in a previous time period. My conclusion
is we need to keep away most of the oil income to allow people to entrepreneurially think
and work their way out of poverty” (Utomi, 2003).
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Utomi reminds that the situation in the Niger delta ultimately stems from a lack of
institutional capacity to put boundaries around what people can do. As such, he suggests
that building this capacity would involve a tripartite collaboration between the
government, private sector and the social enterprise sector (civil society).

Government

Social Enterprise
(Civil Society)

Private Sector

Figure 15 – Capacity Building Model for Niger delta

6.5.1.5 Insights from a Senator
“Oil companies are only a small part of the problem.” So says the distinguished
senator from Akwa Ibom State, Senator Udoma Udo Udoma. He tells pretty much the
same story as has been recorded earlier in this paper, about the many courses of events
that have led to the present day situation in the Niger delta, but unlike most others, is not
afraid to lay the blame for the situation firmly on the government’s shoulders. Not
necessarily an attack on the Nigerian government, but more so a legal point of view on a
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situation so big that clearly, no one man can undertake, but an institution as significant
and vast as a federal government.

The senator starts first by admitting that the oil multinationals have caused some
of the problems, charging that they could easily have diffused much of the angst in the
region by providing more services such as electricity, roads, water, etc. Instead, they have
chosen to engage in a ‘settlement culture’, buying off local chiefs in the hopes of quelling
angry protesters. The distribution of the payoff monies produced friction among local
leaders and before long, it became evident to the MNCs that the buy off method was not
going to be sustainable in the long run. Unfortunately, a dependency had already been
created and the peoples’ expectations had been set. This negatively affected both the
leaders’ and the youths’ attitude to work, as they figured why work, when they could just
harass the oil MNCs for more money? When the oil MNCs began tightening their fists,
the agitation among the youth started to take an ugly turn and before long, a new breed of
militants was born.

Angry youth began taking to violence in an attempt to get a response from the oil
companies, engaging in the vandalism of oil producing facilities as well as in oil
bunkering activities, stealing and putting crude oil on barges and then selling them to
vessels on the high seas, causing a loss of as many as a hundred thousand barrels of crude
oil a day. This they found to be very lucrative business such that even when the federal
government came up with the initiative to train a special army to go and secure the oil in
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the region, many of those officers were soon compromised and themselves joined the oil
bunkering operations, unable to resist the lure of the lucre.

The dichotomy of the rich and the poor (because bear in mind, only a few people
were profiting from these illegal operations), living side by side created an enclave, and
with it, communal conflict. Already existing lines of ethnic tension began to wear thin
and escalate into major outbreaks of violence resulting in property damage, human
injuries and sometimes death. With the situation fast getting out of hand, many people
started to direct their grievance toward the federal government.

According to Senator Udoma, the problems in the Niger delta have for a long time
been neglected by the federal government and have degenerated over the years to what it
has become today. He criticized the joint venture partnerships between the oil companies
and the federal government, alleging that the government lacks the counsel of strong,
skilled negotiators and as such, is not always able to negotiate deals that are most
beneficial for the country.

He also noted that the frequent changes in government

officials allows for discontinuity in the negotiation process. The oil multinationals on the
other hand retain better prepared, better skilled legal counsel to negotiate on their behalf,
and end up many times with the better end of the deal.

He noted that despite all the monies received by the Nigerian government from oil
revenues (in the form of taxes as the government, and profits as co-joint venture owners),
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not much money had been spent on developing the Niger delta region. Not only had the
government not spent enough money in those areas to address the concerns of the people,
there was very limited government presence in the affected communities for a long time.
He sadly noted that until 1993 when he and a group of others accompanied the then
Minister of Petroleum, Chief Don Etiebet to visit the locales in the Niger delta region, no
other petroleum minister had done the same. As a result of the lack of response to their
concerns, the people of the Niger delta began to agitate seeking redress for a host of
grievances against the federal government. When the people’s agitation began to threaten
oil production, the Nigerian government was forced to take action.

The Senator talked about some of the adjustments that the federal government had
made over the years in an attempt to channel more resources into developing the oil
producing regions of the country. One of these was the increase of the derivation funds
(i.e. a special share of oil revenues), to the state from 0%11 to 3%, as well as the
enactment of the OMPADEC Decree. Established in 1992, the Oil Mineral Producing
Area Development Commission (OMPADEC) was charged with the mandate to
undertake capital development projects in oil producing areas with a percentage of
revenue derived from upstream activities. Specifically, OMPADEC’s key functions were:

11

Note that the original Constitution of Nigeria specified a 50% derivation to be allocated to every state
until 1966 when it was amended to 0% upon the crude oil boom.
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a. to receive and administer the monthly sums from the allocation of the
Federation Account in accordance with confirmed ratio of oil production in
each State –
i.

for the rehabilitation and development of oil mineral producing
areas;

ii.

for tackling ecological problems that have arisen from the
exploration of oil minerals;

b. to determine and identify, through the Commission and the respective oil
mineral producing States, the actual oil mineral producing areas and embark
on the development of projects properly agreed upon with the local
communities of the oil mineral producing areas (Oguine, 2000).

OMPADEC was also to obtain from NNPC the proper contribution of each state
and local government to the nation's oil production and to use this as a basis for the
equitable distribution of projects and services and for the employment of personnel
(Oguine, 2000). These two events marked a significant turning point in what had been a
long era of silence on the part of the government, and were seen as a public
acknowledgement that the people of the Niger delta had been unjustly denied their fair
share of oil revenues for so long. They were both initially embraced by the people of the
Niger delta as step in the right direction by the government. However before long, it
became evident that 3% of oil revenues was still grossly inadequate compensation. There
was way too much catching up to do by way of infrastructure development, building of
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roads, bridges, waterways, etc. that almost as soon as it was created, OMPADEC became
overwhelmed with demands to produce any results (Oguine, 2000).

In 2000, the Niger delta Development Commission (NDDC - mentioned earlier in
this paper), was formed, which many felt was just a shadow of OMPADEC. According to
the senator, even after the federal government began appropriating monies to the
disaffected states, the state governors and ministers got greedy and spent significant
amounts of the money on political agenda items and not on development. And so now,
not only had the oil multinationals given rise to the problem in the first place, and the
federal government fanned it with its lack of response and then its seemingly inadequate
adjustments, the state and local governments too were adding to it. The situation has been
further compounded in recent years by politics, as would-be political aspirants began
inciting local youths to help put off the opposition either by derailing their campaigns or
assassinating them outright. When the youth started getting too difficult to keep happy,
they rebelled, creating a serious security problem for all. The end result is the cultivation
of a generation of gang leaders and feudal lords.

Despite the grim picture, the senator expressed a hope that the situation in the
Niger delta could be improved through politics. He shared his hope for a more stable
Niger delta through better governance which would come hopefully through better
politics and ultimately through better leadership. This he said had to start all the way
from the top at the presidency, down to the lowest level of authority. In his words,
147

“members of the government need to show regular citizens that crime does not pay.” He
believes that the oil companies are somewhat limited in what they can do at this point,
and that instead, the government needs to negotiate better joint venture deals in order to
realize more revenue that can be used directly in developing the Niger delta region.

In his closing remarks, the senator re-affirmed that the primary responsibility for the
stability of the oil producing regions of Nigeria lies in the hands on the federal
government and that the federal government needs to go into those regions and display a
massive show of force and presence, undermining the criminals and removing their
support.

6.5.1.6 Insights from the Central Bank Governor
“Natural resource endowment in a poor environment with weak institutions will
always cause conflict.”

These are the words of the Central Bank of Nigeria Governor, Professor
Chukwuma C. Soludo in response to the question of why extractive FDI is so
contentious. In an interview with Mr. Soludo at the CBN headquarters in Abuja, his view
was that with respect to foreign investment into the petroleum sector, the balance of
power is tipped in favor of the international oil companies. But his argument was quite
different from most of the other interviewees. In his opinion, the power vested in the
international oil companies which has given them the license to operate as they have been
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and to have such a strong influence on the local authorities in the Niger delta region is
because of the environment that they have met in Nigeria; an environment of weak
institutions that fosters corrupt behavior. This was the same sentiment shared by the
former Shell Nigeria Chairman, Mr. Basil Omiyi, who also argued the importance of
governance, institutional capacity & rule of law in setting the right tone for foreign
investment. The Governor challenged the very notion that extractive FDI in and of itself
is a catalyst for conflict and proposed an alternative hypothesis.

He asserted that markets and people will naturally gravitate towards rents given
that they don’t derive from effort; they just are. After all, why struggle when you can
make money sleeping? He quickly dismisses the notion that extractive FDI in and of
itself is the cause of conflict with the following counter questions, “Why is extractive
FDI destructive in the Niger Delta, and not in Norway? Why in Angola and not in
Texas?” In his words, where there is poverty, weak institutions prevail. This creates an
environment in which power resides more in the individual than in institutions giving rise
to what he calls the “big man syndrome.”

The big man syndrome is a phenomenon whereby local elites become the source
of public goods that would normally be provided by the government. He asserts that it is
very unlikely that one would find strong government institutions in very poor
environments. In such environments, power tends to reside more in individuals than in
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the institutions, giving room for the big-man syndrome to flourish. He notes that the
struggle for rents is so crises-ridden, and life and death that the capacity to regulate
extractive FDI is severely weakened simply because everybody wants to have the lion’s
share of the rents. It is the contestation among elites for power and control that makes the
struggle for oil rents so crises-ridden, especially because of the lack of any restraining
institutions. This makes it easy for multinationals to buy them off by giving them a share
of the rents in exchange for them looking the other way. This gives rise to the emergence
of a certain class of elites in the society.

As the pool of powerful individuals in the society enlarges, it soon becomes
increasingly difficult to buy off everybody. This breeds much agitation resulting in the
formation of militant groups sponsored by the local elites. As they say, he who is down
fears no fall. The local youth who are recruited into these militant groups begin to form a
cartel; people who fight to protect themselves and who go to any means to get more
money, more power and control, eventually the balance of power tips in their favor, they
turn on their sponsors, refusing to disarm.

Soludo proposes that rather than put the consequence as the cause, it is more
accurate to evaluate the true cause on its own. In other words, he suggests that we turn
the resource curse argument on its head and look at the effects of MNC operations in
poor environments with natural resource endowment and weak institutions rather than
looking at how natural resource endowment causes MNCs to act a certain way. To
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support this logic, he suggests that Shell, for instance, would behave differently in
Norway than it would in the Niger Delta by virtue of the disparate characteristics of those
two regions (the former having much stronger institutions than the latter). Referencing
John Skinner’s theory on environmental behaviorism, Soludo argues that the context of
the environment in which the FDI comes determines to a large extent the behavioral
pattern of the MNCs. As such, his theory is that the extent to which conflict will exist in a
given region is largely dependent on the level of poverty in the region and the strength of
its legal and institutional infrastructure, both of which he notes are dynamic and can
change over time depending on the level of development/under development of the
region.

As a remedy if there is one, Soludo suggests that the government, instead of
investing in a rent-tier sector to which people and markets naturally gravitate, consider
investing in non-rent tier sectors of the economy, which by definition are not as
contentious. He notes that one big downside of adopting that kind of policy is that the
government then faces the challenge of being able to competitively create/add value to
whatever sector they choose to invest in, in order to make it more enticing to would-be
investors. This would be significantly much more difficult to do than if dealing with
rents.
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6.5.1.7 Insights from an Economist
Speaking with Mr. Ayodele Teriba, CEO of Economic Associates in his office in
Victoria Island, he quickly summarized the situation in the Niger delta as a consequence
of wrong priorities and gross corruption which always brings about a conflict between
personal and public interest. Such practice by law makers, he says, is bound to engender
grievances among the people whose interests have been under represented and can
eventually result in rebellion as is the case in the Niger delta.

When asked what the cause of the conflict in the Niger delta region was, his take
was that the people had been cut off from extractive activity which in itself had become
an enclave of sorts. His opinion was that the exclusion of the people from the extractive
process was at the heart of their agitation, noting that there really is no clean way of
mining oil and that even if it was done by the Niger deltans themselves, it would still
pollute the environment and have negative side effects. But the problem here is that in
addition to all the environmental and social damages induced by the actions of the IOCs,
the people were not even benefitting from the proceeds of the oil. Teriba noted that this
was simply adding salt to an already painful injury.

With regards to the balance of decision-making power, Mr. Teriba was of the
opinion that with the way existing joint ventures had been setup between the Nigerian
government and the oil companies, the oil companies were definitely being allowed to
operate under very loose conditions. He however noted that these companies were being
152

taxed heavily by the government, which would have been a way to counter-balance the
effects of their extractive activities i.e. by investing those tax revenues in capital projects
that could drive economic development. Unfortunately, the corruption element has served
to erode all such benefits, making for an all-round bad deal for the Niger delta indigenes.

When asked about how the Niger delta situation would be different if foreign
investment was directed to other sectors of the economy such as manufacturing, he felt
that the value-add in such industries could be hard to appreciate outright, and usually has
a long gestation period before significant value can be realized, whereas the value in oil is
in the activity itself. In his terms, it was a question of getting a bottle of Coke or being
given the raw kola kernels. He however noted that despite its ability to grant immediate
gratification, oil production is capital intensive as opposed to most other industries which
tend to be more human intensive. And from an economic growth standpoint, it is always
good for a country to aim at increasing its employment rate as this is one of the key
indicators of a thriving economy. He finds that one of the failings by the government in
their negotiation of joint ventures with oil companies is not giving employment as a high
priority as say export income and foreign exchange.

In his recommendations on the way forward in resolving the Niger delta issue, Mr.
Teriba advised that the Nigerian government:
i.

Make it mandatory that IOCs invest in the employment of more local workers.
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ii.

Look for ways to encourage IOCs to invest further down the value chain, i.e. after
extraction, insist that they also refine their products in order to help loosen up the
bottle neck. In other words, they must be forced to invest in complimentary
activities. As an example, Teriba noted that if IOCs could be mandated to pipe gas
for use in local homes rather than flaring to remove the gas, that single action
alone has the capability to boost the economy by creating employment.

iii.

Allow state governments to exploit their local resources. Niger State for instance
has water resources and games reserves, and could easily run a host of successful
hydro-electricity power plants.

iv.

Make the 13% derivation apply to other states in the country and not just the oil
states, i.e. Niger delta. Government should give this extra funding to states that
generate their own money as an incentive to encourage innovation.

v.

Ensure that the Niger delta indigenes have an equity stake in the decisions
concerning resource distribution in order to engender a sense of ownership as
opposed to the government giving them a fraction (13%) of what is wholly theirs.
If equitably distributed, the people can decide how to use their monies, i.e. reinvest or spend. Then they can improve their infrastructure or do whatever else
they want.

Ultimately, Mr. Teriba concluded that if the government really wants to use FDI to
grow the economy, then they need a shopping list so that rather than just taking what’s
pushed to them by the IOCs, they can actively source the types of investment partners
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that will help achieve their defined goals. He advised that with this in mind, the
government should seize any opportunities to restructure some of the current joint
venture agreements so that they are more favorable to the Niger delta people and the
country as a whole.

6.5.1.8 Insights from a Pharmacist
The interview with Mr. Ibifuro Tamunodieipiriye Wakama was nothing short of
informative and borne out of real life, every day experience growing up as a young boy in
the riverine areas of the Niger delta. A native of Rivers State from a village called
Okirika, Mr. Wakama had much to say concerning the marginalization of his people for
so many years. Some of his earliest memories were of how difficult it was to move
around from village to village because the entire area was covered with water. They
traveled the creeks in locally made canoes and paddles. He also recalled countless
promises by the government to “do something about the situation” and how they were
always subsequently told that it was impossible given the terrain of the area, effectively
killing any dreams of roads and bridges. But then somehow shortly after the area now
known as Bayelsa State was formed into a state with its own government and budget
allotment from the federal government, a few solitary roads and bridges began springing
up in the area. To him, this was evidence that while the story about the difficult topology
of the area had some merit, it was really a lack of political will on the law makers’ part to
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invest the vast amounts of money required to build up infrastructure in the region that
was the problem.

Mr. Wakama talked about some of the efforts by the government to bring about
development through the setting up of special committees such as OMPADEC and
NDDC, but says it’s not just a question of setting these committees up, the government
has to have a clear plan for how they will work. He cited that with OMPADEC for
instance, many of the sizeable contracts that were awarded for the building of
infrastructure (such as light poles, bore holes, training centers, etc) were awarded to
Northerners, many of whom took the monies and ran away without executing any of the
projects. This, he said, spoke to the issue of fairness and equity as well as a lack of
accountability of contract awardees, and the committees themselves. He gave a personal
example of how a friend of his who was appointed to one of such committees, promised
to give him a contract in his line of expertise (i.e. pharmaceuticals) if he could
satisfactorily demonstrate the necessary capability. After finding out the specifics about
the project, Mr. Wakama prepared a proposal and made several trips to the
administrator’s office to present it to an approval board. In his meetings with the
administrator, he came to realize that there was no approval board, and that in fact, the
proposal was only to be submitted to his friend, who would ultimately decide whether or
not he would get the job. He gave an account of how during his trips, rather than attend
to business, his administrator friend would prefer to distract him with offers of women
which he declined, and indulge in expensive meals and gifts. According to Mr. Wakama,
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he observed firsthand money being openly squandered with no regard, and his friend and
fellow lawmaking colleagues living lavish and promiscuous lifestyles. Needless to say,
he never got the contract, but was given significant sums of money for the
“inconvenience” caused by his trips to see the administrator.

It was not a unique story. Many others have described a similar experience when
they have met with people in public office. These lawmakers spend all the money and it
never reaches the people for which it was intended.

He gave another example of a time when he had been part of a team that had been
awarded a contract to be done in the Bonny area of Rivers State and that the local chiefs
summoned them to give them some of the contract money. In his view, the local chiefs
too had a hand in the corruption that was defrauding the region.

To further complicate matters, Mr. Wakama also noted that even the youth too
have been pulled into this pervasive culture of corruption. With so many of them out of
school for extended periods of time with little hope of finding employment, the tendency
is that they start to get agitated and violent and resort to militancy. In 1998, some Ijaw
youth went to Abuja, the seat of the Nigerian government, for a demonstration they called
the ‘2 million man March’. It is said that when they got to Abuja, they were surprised at
the level of development they saw. This to them, was a testimony to how oil money can
turn things around, and proved to be the source of empowerment and the energy behind
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the Kaiama Declaration, which was made shortly thereafter. The Kaiama Declaration
was a communiqué issued by Ijaw youths at the end of the all Ijaw Youths Conference
held in the ancient town of Kaiama, Bayelsa state in December 1998. It was essentially a
declaration of self-determination and a re-affirmation that ownership of all the mineral
and other resources in the region belonged to the Ijaw people. The declaration also
demanded the immediate withdrawal of the oil companies from the Ijaw communities and
pledged to unite all tribes of the Niger delta region in a common struggle for selfactualization and justice (United Ijaw States 1998). It was the government’s lack of
response to this declaration that brought about the increase in militancy, with the
harassment and kidnapping of expatriates, vandalism of oil pipelines and oil bunkering
activities.

Regarding the amnesty program issued by the federal government in which
militants were offered an opportunity to lay down their arms and register for
rehabilitation back into society, Mr. Wakama said it would be tough to wean the people
off of free, easy money. He posed the question, “How do we get them to understand that
this is not the way other regular people live?” He noted that this was an even bigger
monster than militancy. One of the ways in which he suggested improving the awareness
of the Niger Delta people was an initiative instituted by the former governor of Baylesa
state, Goodluck Jonathan (now current President), where he took about 100 children from
local Ijaw schools and had them placed in private schools in other states of the country.
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This he believed would expose them to societal norms beyond their limited scope of the
Niger delta, and hopefully, help to educate themselves and others in the same vein.

With respect to the balance of power, Mr. Wakama is of the opinion that the
decision-making power in all of this rests squarely on the Nigerian government, which he
says has the ability to really change things in the Niger delta. In his opinion, they set the
rules, and they have the power to enforce the rules, so they are best-suited to address and
resolve the situation in the region. One of the ways that he advocates doing so is by the
government re-negotiating joint agreements with the IOCs and mandating them to build
up the regions in which they operate without the exchange of cash with the locals, i.e.
without giving any bribes or payments to local chiefs. He pointed out that people really
don’t need that much in life but the basics (food, shelter, clothing) and that the
government together with the IOCs are definitely in a position to ensure that the people
get at least that much. He suggested the training of former militants to specialize in
artisan work such as welding, mechanics, electricals, plumbing, etc. as these trades are
fast becoming extinct. Lastly, he advised that the government build more roads and
bridges in strategic locations such as Bonny, Brass, Buguma, Okirika, to mention a few,
in order to help make it easier for transportation within the region. This would also
encourage local indigenes who have since moved out of the area to come back and build
country homes.
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6.5.1.9 Insights from a Journalist
Mr. C. Don Adinuba, a Nigerian writer, journalist and public affairs consultant, in
a phone interview asserted that the situation in the Niger delta had little to do with the
equitable distribution of resources and more to do with a culture of slothfulness. In his
view, the people of the Niger delta lack the proper level of social consciousness that is
required for development to be achieved, and are not wholly committed to the social
good. He referred to them as “buccaneers” citing that they are easily impressed by people
who appeal to popular sentiment and all want to become millionaires by oil bunkering,
stealing oil from PPMC pipelines, kidnapping and sometimes even killing expatriates and
locals.

Mr. Adinuba is the Head of Discovery International Communications, a public
affairs consulting firm based in Lagos, Nigeria. Having covered the situation in the Niger
delta extensively over a period of 2 decades, Mr. Adinuba who prefers to be referred to as
“C. Don”, gave a brief history about how in the year 1994-1995 there was a
Constitutional Conference held under the then president, General Sani Abacha’s regime,
during which the Igbo agenda was articulated by well known Igbo leader, Dr. Alex
Ifeanyi Ekwueme. As part of that agenda, Dr. Ekwueme advocated that the portion of the
revenues realized from the sale of petroleum products that was given to the Niger delta
states be increased from 3% to 13%. This was not a very popular view particularly
amongst the “Atenifere” people of the Yoruba tribe, who vehemently opposed the
adoption of what was referred to as the “Ekwueme Constitution”. Sometime later in 1999
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the new president, General Abdulsallam Abubakar setup a committee headed by an Ijaw
man to review the 1994-1995 constitution. This gave birth to the 1999 constitution which
featured 2 key new elements, namely, the 3 – 13% increase in derivation funds to Niger
delta states, and the creation of the National Judicial Council (NJC). The actual
implementation of the 13% derivation did not take effect until sometime in 2001. Mr. C.
Don argues that rather than absorb that increase and try to make the best of it, the Niger
delta people immediately began to opportunistically agitate for even more compensation
citing the 13% as grossly inadequate. To mount pressure on the government to take
action quickly, the people begin to kidnap first expatriate workers, then locals, in an
attempt to extort ransom money. He believes the Ijaw people are responsible for many of
the kidnappings (and not the Urhobo or Igbo-speaking sections of the region).

He gave a few examples of times when instead of demanding accountability and
justice from their leaders, the people of the Niger delta applauded government officials’
looting of their resources. Former Delta State Governor, James Ibori, former Bayelsa
State Governor Dieipreye Alamieyeseigha, and former Executive of Shell Nigeria,
Edmund Dalkoro, who were all at one point or the other, charged with gross
mismanagement of public funds and money laundering, were among the examples. He
talked about the former chairman of the Ijaw National Council (INC), now a professor at
the University of Port Harcourt in Rivers State, who hailed Alamieyeseigha as a “hero”
after he was extradited from the UK to come and face charges by the EFCC, and he (Mr.
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Don) posed the question, “how can there be progress in a land where people, including
exposed, learned people, applaud corruption and celebrate bad behavior?”

He spoke about how the organization OMPADEC, which was headed up by a
Niger delta native Chief Effiong Essien, could not point to a single project that it had
executed successfully after several years of operation. Former chairman of International
Merchant Bank (IMB) in Nigeria, at some point Director General of the SSS, and now
current Executive Director of Finance, Chief Effiong Essien, C. Don feels, is what killed
the essence of the OMPADEC initiative. Another example was that of NAFCON
(National Fertilizer Company Limited), another important organization headed up by yet
another Niger delta native from Buguma, Dr. Ombo Isokrari, who served as former
Managing Director of the organization and was also a former Minister of Petroleum in
Nigeria. Mr. Don asserted that Isokrari had run what was once a thriving organization
aground, but had at the same time succeeded in becoming so wealthy that he established
the first daily newspaper in Port Harcourt (the Rivers State capital), and first color
newspaper in Nigeria called The Sun Ray newspaper. It is said that employees of this
newspaper were paid many times more than their counterparts in other newspaper
agencies. And for years, Isokrari remained in hot competition with the OMPADEC
chairman (Essien), both men struggling in a bid to prove who was the richer, more
popular, more influential man. All of this he said, had made for an environment of utter
squander-mania! He cited Alamieyeseigha again who was alleged to have taken all
members of his cabinet office (up to 50 in number) to the US to attend his daughter’s
162

graduation from a community college and cited other senior level administrators just like
him who are said to move around like warlords, in long motorcades, living lives of utter
debauchery and excessive spending.

When asked about the way forward for the Niger delta, Mr. C. Don advised that
the government continue to demonstrate genuine interest in the region and the political
will to ease tensions through effective implementation of initiatives such as the NDDC
and the establishment of the Ministry of the Niger delta. He also noted that it was
important to have Niger delta indigenes holding key portfolios in government such as the
presidential seat and the Ministry of Petroleum position (as is the case today) in order to
engender a spirit of inclusion.

Nevertheless, he insists that these things alone are not enough to bring about the
much needed transformation and development in the region. He maintains that there is a
limit to what any government can do in any environment without the will power of the
people and gave the example of Nnewi, a town in Anambra State which was largely
undeveloped for many years and suffered from a depressed economy. But because the
natives of Nnewi are known to be an industrious people, they were able to mobilize
themselves and educate one another on trading and today, have succeeded in building a
strong economy with little help from their government. In his words, the culture of a
people is central to their development. And such a worthy cause cannot be championed
by militants like Dokubo-Asari (leader of the NDPVF).
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In his book, Trust: The Social Virtues and the Creation of Prosperity, author
Francis Fukuyama looks at the role of trust in economic development and examines how
trust creates the social capital necessary for efficiency and wealth creation (Fukuyama
1995). His hinge pin is that certain societal behaviors and virtues can help create an
environment that is conducive for economic success. To Mr. C. Don’s point, if the people
of the Niger delta are able to organize themselves and collectively hold their leaders
accountable, if they are able to form strong alliances that function on the basis of trust,
and if they are willing to be educated in the way of societal norms, they will succeed in
their realization of freedom from years of oppression and lack, and will eventually
achieve economic development.

In closing, Mr. C. Don admonished that if real change is to be achieved, the
people of the Niger delta “must stop worshipping at the shrine of gods that will always
disappoint them.” (Words borrowed from Edward Sa’id as spoken during one of the
Reith Lectures12. Sa’id was a Palestinian American University Professor of Literature at
the Columbia University in New York.)

12

The Reith Lectures are series of annual radio lectures on significant contemporary issues, given by
leading figures of the day, commissioned by the BBC.
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6.5.1.10

Insights from a Homemaker

“Giving money to local leaders is part of our culture and cannot be considered
bribe. They are merely gifts.” This was the passionate assertion made by Mrs. Winihin
Jemide, a homemaker, mother of four and proud Ijaw woman from Bayelsa state. Sitting
in the living room of her Lekki home, Mrs. Jemide referenced ancient biblical times when
visiting kings and queens sent gifts of cattle and expensive oils and precious jewels to the
presiding king or queen whose land they were visiting, in a show of respect and peace.
She said that the practice of greeting local rulers in such a manner is very much the norm
in the African culture and that the whole notion of it being a bribe is a totally foreign
concept, planted by people who don’t understand the culture.

She recounted that when the oil companies first came into the region to begin
their operations, they did not engage the people. The just went ahead and did things that
they assumed the people would want. And when they approached the local leaders of the
towns in which they were doing their oil explorations, they did so with meager tokens.
She pointed out that these local leaders were not learned, and when they were approached
by the oil companies, did not know what the effects of the extractive activities would be.
“How could they have known?” she asked. In her view, the oil companies were totally
unconscionable. They knew what they were doing when they came into the region. Being
more educated, they knew exactly what the environmental impact of their operations
would be, and they did not enlighten the people or implement pre-emptive strategies to
help mitigate those impacts. And when they offered their “bribes” to the local chiefs,
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knowing what they did, the amounts were such a small fraction of what they stood to
make from the oil. And so according to Mrs. Jemide, even if the chiefs knowingly
accepted the monies as bribes, why didn’t the IOCs rise above the level of those they
met? Why didn’t they opt to be the better people? In this regard, she felt that the oil
companies had demonstrated a blatant disregard for the well being of the Niger delta
people and that the balance of power was definitely tipped in their favor.

When asked why some Niger delta indigenes in public offices had chosen to loot
from their own people rather than help improve the region, she replied that most other
developed nations today started out in much the same way. And that they too went
through cycles where their leaders looted their resources. But that after a while, a sense of
consciousness sets in, and the people start to realize that they too stand to benefit from
the greater good. That’s when development sets in. She says the Ijaw nation is just at the
bottom of that learning curve.

Given some of the strong views that were expressed in earlier interviews, the
question of the effectiveness of some of the organizations setup by the government was
raised. Mrs. Jemide’s response was that contrary to popular belief, initiatives such as
OMPADEC and NDDC did have projects that worked but many of them were
vandalized. She stated that she had personally been awarded 2 contracts by NDDC, and
that 1 of them, a bore hole project had been executed successfully. The other contract was
for a rice cultivation project, which she said she was unable to execute because by that
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time, the militants had already begun to agitate and threatened to vandalize the project.
As such, she was forced to return the funds to the board. She noted that the NDDC had
implemented some health related projects which she knew had worked out very well. She
also recounted that when the OMPADEC and NDDC committees were first established,
practically all of the contracts were given to Hausa people, many of whom gave sizeable
kickbacks to their contract approvers and made off with the rest. She said this was the
reason why no progress was observed from these organizations for a while.

When asked about the way forward for the Niger delta, Mrs. Jemide’s initial reaction
was that all oil operations in the region should be completely shut down, the oil
companies should go back to their countries, and the country should explore other ways
of generating revenue. Another option she suggested was that the South separate from the
North and become its own separate nation state. But knowing that neither option was a
likely possibility, Mrs. Jemide proffered the following recommendations:
-

Committees such as OMPADEC and NDDC should have clear, well articulated
plans that state their specific roles in taking the Niger delta region forward. These
plans would be vetted by the President and the committees would be held
accountable to their plan. She gave the example of Dr. Timi Alaibe, former
Managing Director of the NDDC and current Special Advisor to the President on
the Niger delta, who she said had done a good job of overseeing the setup of skills
acquisition centers for the participants in the government’s amnesty program.
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-

Mrs. Jemide emphasized the importance of education and advised that much focus
be placed on the education of the Niger delta people. She commended the current
President, Goodluck Jonathan who when he was the Governor of Bayelsa state,
took about 100 children from rural schools in the Niger delta to be placed in
private schools throughout the country. Initially, no schools would accept the
children because their performance was so far below that of their mates and the
schools did not want their image to be negatively impacted. But then, when the
wife of the former Attorney General of Nigeria, Justice Bola Ige, made a strong
appeal to school proprietors to give the children a chance, and in a show of good
example, took the first 20 kids into her school, others began to sign up.

-

Mrs. Jemide also recommended the implementation of an affirmative action type
of program whereby indigenes from the Niger delta region would be given an
advantage over others so that as an ethnic group, they can be allowed to play
“catch-up” with the rest of the country. She said this would give Niger delta
people a fair chance at the same opportunities that other Nigerians are privy to,
and will level out the playing field for all. She suggested that this be done at
varying levels with the most concessions being made for the Ijaws (who she
believes to be the most disenfranchised) and lesser concessions made for the
Akwa Ibom people and those from the Igbo-speaking regions.

-

Mrs. Jemide’s final recommendation was that indigenes of the Niger delta be
represented in all levels of government and in all parastatals throughout the
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country in an effort to recognize them as a people and compensate them for the
many years of marginalization.
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6.5.1.11

Interview Summary

The diagram below sums up the views of the interviewees:

Figure 16 – Balance of Power

The former Economic Advisor to the President, the Political Economist, the Senator,
the former CBN Governor, the Economist and the Homemaker were all of the opinion
that foreign investment in the extractive industry tips the balance of power in favor of
IOCs which, by default, favors the local leaders whom they pay off to their advantage.
These local leaders (chiefs, state and local government officials, etc) inherit some of the
power from the IOCs and use that power to stifle rebellion from their citizenry. The IOCs
(Shell & ExxonMobil) and the Pharmacist on the other hand, were of the opinion that in
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the case of investment in the Niger delta region, the balance of power rests fully with the
Government, which they believe has the capacity to influence joint venture partnerships
to its advantage, and is in a much better position to engender economic development in
the region. The Journalist was the one interviewee who felt that the decision-making
power was fully vested in the hands of the local chiefs.

Regarding whether or not the balance of power among the various actors would be
different for foreign investment in other industries, there was no clear answer. However,
from the interviews with Mr. Omiyi and Mr. Soludo, one could reasonably surmise that
similar results as observed in the oil sector would be found in any investment
environment that is characterized by weak institutions, poor governance and insufficient
institutional capacity. Any kind of foreign investment under those same conditions would
unduly empower the investors.

Unfortunately, the present discourse does not leverage any meetings with Niger delta
community leaders or militant groups such as MEND. As such, it is possible that there is
an angle or an added dimension to the argument that may not have been considered or
explored herein. This is an area for possible future research.

6.5.2

From Surveys
As mentioned earlier, a combination of sampling strategies was employed to

achieve the desired sample. The focus was on Lagos state, which is the former capital of
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Nigeria and thought by many to be a melting pot, representative of most of the ethnic
groups in the country. Lagos was also chosen because of its high population density and
the highly diverse backgrounds of the people, which cuts across all levels of the socioeconomic strata. This was important in order to get a pulse of the general Nigerian
populace on the situation in the Niger delta rather than focusing solely on the Niger delta
populace. The State of Lagos is divided into 2 main regions: the Mainland and the Island.
The survey candidates were extracted from the busiest business districts in both regions
(Victoria Island and Ikeja, respectively) with the survey being administered to every 3rd
person that was encountered. A total of 304 questionnaires were handed out, but only 277
respondents agreed to complete the survey on the spot.

6.5.2.1 Survey Analysis
With a total of 277 observations, the following is a list of all the variables that
were captured by the surveys:

Table 10 – Niger delta Survey Variables
Variable name

Variable description

Scale

1 gender

Respondent’s gender

Binary: 1 Male, 0 Female

2 age

Respondent’s age

Interval: <18, 19-24, 25-39,40-60, >60

3 marital_stat

Respondent’s marital status

Binary: 1 Married, 2 Not married

4 country

Respondent’s country

Nominal: Country

5 nigerdel_ctzn

If respondent is from the Niger delta region

Binary: 1 Yes, 0 No

6 employ_stat

Respondent’s status of employment

Binary: 1 Yes, 0 No

7 pnews_habit

Respondent’s newspaper habit

8 tnews_habit

Respondent’s TV news habit

Ordinal: 1 very often, 2, fairly often, 3
sometimes, 4 almost never, 5 never
Ordinal: 1 very often, 2, fairly often, 3
sometimes, 4 almost never, 5 never
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9a nig_pol
9b oil_hist
9c nig_fdi
9d nigerdel_hist
10a oil_fdi_trend

10b conflict_trend

11a nig_gov_conf

11b other_gov_conf

11c ioc_conf

11d mili_conf

11e loc_auth_conf

11f indign_conf

11g conf_escal

11h nigerdel_comp

12 nigerdel_summ

Respondent’s knowledge of Nigerian politics

Ordinal scale of 1 – 5 where 1 is no
knowledge, 5 is great knowledge.
Respondent’s knowledge of oil history in Nigeria Ordinal scale of 1 – 5 where 1 is no
knowledge, 5 is great knowledge.
Respondent’s knowledge of fdi in Nigeria
Ordinal scale of 1 – 5 where 1 is no
knowledge, 5 is great knowledge.
Respondent’s knowledge of the situation in the Ordinal scale of 1 – 5 where 1 is no
Niger Delta
knowledge, 5 is great knowledge.
Respondent’s assessment of oil fdi trend in the Ordinal: 1 increased significantly, 2
past 10 years
increased slightly, 3 remained the
same, 4 decreased significantly, 5
decreased slightly, 6 don’t know.
Respondent’s assessment of conflict trend in the Ordinal: 1 increased significantly, 2
Niger Delta in the past 10 years
increased slightly, 3 remained the
same, 4 decreased significantly, 5
decreased slightly, 6 don’t know.
Respondent’s perception of the Nigerian Govt's Ordinal: 1 strongly agree, 2 agree, 3
impact on conflict in the Niger Delta
disagree, 4 strongly disagree, 5 don’t
know
Respondent’s perception of the State & Local
Ordinal: 1 strongly agree, 2 agree, 3
disagree, 4 strongly disagree, 5 don’t
Govt's impact on conflict in the Niger Delta
know
Respondent’s perception of the impact of
Ordinal: 1 strongly agree, 2 agree, 3
International Oil Companies' on conflict in the disagree, 4 strongly disagree, 5 don’t
Niger Delta
know
Respondent’s perception of the impact of
Ordinal: 1 strongly agree, 2 agree, 3
militants on conflict in the Niger Delta
disagree, 4 strongly disagree, 5 don’t
know
Respondent’s perception of the impact of local Ordinal: 1 strongly agree, 2 agree, 3
chiefs on conflict in the Niger Delta
disagree, 4 strongly disagree, 5 don’t
know
Respondent’s perception of the impact of Niger Ordinal: 1 strongly agree, 2 agree, 3
Delta indigenes on conflict in the Niger Delta
disagree, 4 strongly disagree, 5 don’t
know
Respondent’s perception of the likelihood of the Ordinal: 1 strongly agree, 2 agree, 3
conflict in the Niger Delta to escalate to civil war disagree, 4 strongly disagree, 5 don’t
know
Respondent’s perception of whether or not the Ordinal: 1 strongly agree, 2 agree, 3
people of the Niger Delta have been adequately disagree, 4 strongly disagree, 5 don’t
compensated
know
Respondent’s perception assessment on
Ordinal: 1 minor conflict, 2 major
situation in Niger Delta
conflict, 3 crisis, 4 none.

To assess people’s perceptions of oil FDI trends in the last decade, a linear
regression was done using the variables gender, age, marital status, employment status,
TV news habit, newspaper habit and Niger delta citizenship. The regression found that
the respondents' gender, age, marital status, employment status, TV news habit and Niger
173

delta citizenship all have a significant impact on their perception of oil FDI trends in the
Niger delta region, with p < 0.05 for all. According to the results, men are about 0.8
points more likely to know about FDI trends than women. This is significant at p = 0.001.
Married people are about 1 point less likely to know about FDI trends than those who are
unmarried. This is significant at p = 0.000. People who are employed are about 1 point
more likely to know about FDI trends than those who are unemployed. This is significant
at p = 0.000. People who get their news from the TV are about 0.5 points more likely to
know about FDI trends than those who get their news from other media sources. This is
significant at p = 0.000. Niger delta citizens are about 0.6 points more likely to know
about FDI trends than non Niger delta citizens. This is significant at p = 0.005.
Interestingly, the effect of the respondents' newspaper habit was not significant with p =
0.746. Given the high level of correlation between newspaper habit and TV news habit
(0.6280), the newspaper habit variable was subsequently dropped from the model. This
had little impact on the regression results.

Table 11 – ND Survey Regression on Oil FDI trends (with ‘newspaper habit’)
Source |
SS
df
MS
-------------+-----------------------------Model | 222.630389
7 31.8043413
Residual | 537.205974
212 2.53399044
-------------+-----------------------------Total | 759.836364
219 3.46957244

Number of obs
F( 7,
212)
Prob > F
R-squared
Adj R-squared
Root MSE

=
=
=
=
=
=

220
12.55
0.0000
0.2930
0.2697
1.5919

-----------------------------------------------------------------------------oil_fdi_tr~d |
Coef.
Std. Err.
t
P>|t|
Beta
-------------+---------------------------------------------------------------gender |
.7577394
.2212764
3.42
0.001
.2038559
age |
.8045411
.1753811
4.59
0.000
.3555319
marital_stat | -1.101826
.2674218
-4.12
0.000
-.2866738
employ_stat |
1.043808
.2656111
3.93
0.000
.2465189
pnews_habit |
.0382439
.117987
0.32
0.746
.0279708
tnews_habit |
.4856119
.1050982
4.62
0.000
.34932
nigerdel_c~n |
.5990132
.2224771
2.69
0.008
.1607334
_cons | -2.226049
.7142265
-3.12
0.002
.
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------------------------------------------------------------------------------

Table 12 – ND Survey Regression on Oil FDI trends (without ‘newspaper habit’)
Source |
SS
df
MS
-------------+-----------------------------Model | 222.364157
6 37.0606928
Residual | 537.472207
213 2.52334369
-------------+-----------------------------Total | 759.836364
219 3.46957244

Number of obs =
F( 6,
213) =
Prob > F
=
R-squared
=
Adj R-squared =
Root MSE
=

220
14.69
0.0000
0.2926
0.2727
1.5885

-----------------------------------------------------------------------------oil_fdi_tr~d |
Coef.
Std. Err.
t
P>|t|
Beta
-------------+---------------------------------------------------------------gender |
.7518549
.2200666
3.42
0.001
.2022728
age |
.7877389
.167193
4.71
0.000
.3481069
marital_stat | -1.119768
.26108
-4.29
0.000
-.2913421
employ_stat |
1.029672
.2614554
3.94
0.000
.2431804
tnews_habit |
.5015287
.0927255
5.41
0.000
.3607696
nigerdel_c~n |
.6128619
.2178769
2.81
0.005
.1644494
_cons | -2.112338
.6208266
-3.40
0.001
.
------------------------------------------------------------------------------

When a Ramsey RESET test is done on the model, it has a p value that is not
statistically significant at p = 0.3569, indicating that there are no omitted variables from
the model. With an R2 value of 0.2926 and vif < 3 for each variable (far below the
threshold of 5), this suggests that multicollinearity in the model is not likely. However,
we do know from the correlations that are done later in the analysis that there are some
variables in the model that have modest correlations between them, e.g. marital status and
age (0.5053), TV news and age (-0.4540). These correlations do not pose a serious
problem to the model because they do not measure the same thing, which is really what
the multicollinearity test tests for. For instance, it makes sense that the older one gets, the
more likely they are to be married, but neither age nor marital status is a substitute for the
other within the context of this analysis. The Cook-weisberg test for heteroskedasticity
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had a p value that is statistically significant at p < 0.05 (p = 0.0087), suggesting that
heteroskedasticity exists in the model.

Table 13 – Multicollinearity Test on Oil FDI trends
Ramsey RESET test using powers of the fitted values of oil_fdi_trend
Ho: model has no omitted variables
F(3, 210) =
1.08
Prob > F =
0.3569

Variable |
VIF
1/VIF
-------------+---------------------age |
1.64
0.608358
marital_stat |
1.39
0.719712
tnews_habit |
1.34
0.746430
employ_stat |
1.15
0.870967
gender |
1.06
0.947417
nigerdel_c~n |
1.03
0.971616
-------------+---------------------Mean VIF |
1.27

Table 14 – Heteroskedasticity Test on Oil FDI trends
Cook-Weisberg test for heteroskedasticity
oil_fdi_trend
Ho: Constant variance
chi2(1)
=
6.88
Prob > chi2 =
0.0087

using

fitted

values

of

A similar but different result was found for conflict trends. When a linear
regression was done to assess people’s perceptions of conflict trends in the last decade,
using the same variables as before (i.e. gender, age, marital status, employment status,
TV habit, newspaper habit and Niger delta citizenship), gender, marital status and
employment status were the only variables that were found to have a significant impact
on their perception of conflict trends in the Niger delta region with p <= 0.005 for all.
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Again, the newspaper habit variable was dropped as a result of high correlation with TV
news habit.

According to the results of the regression, controlling for all other variables, men
are about 0.55 points more likely to know about conflict trends than women. This is
significant at p = 0.007. Married people are about 1 point less likely to know about
conflict trends than those who are unmarried. This is significant at p = 0.000. People who
are employed are about 1.3 points more likely to know about conflict trends than those
who are unemployed. This is significant at p = 0.000. The respondents' age, TV news
habit and Niger delta citizenship had no significant impact on their perception of conflict
trends in the region.

With p < 0.05, the Ramsey RESET test indicates that there are possibly omitted
variables from this model. Also, upon performing a Cook-weisberg test for
heteroskedasticity, a p value that is significant at p < 0.005 (p = 0.0000), suggests that
heteroskedasticity exists in the model, i.e. that there is evidence of unequal residual
variances in the model. However, with an R2 value of 0.2162 and vif < 3 for each
variable, this suggests that there is no evidence of serious multicollinearity in the model.

Table 15 – Niger delta Survey Regression on Conflict trends
Source |
SS
df
MS
-------------+-----------------------------Model | 126.683348
6 21.1138913
Residual | 459.403016
213 2.15682167
-------------+-----------------------------Total | 586.086364
219 2.67619344

177

Number of obs
F( 6,
213)
Prob > F
R-squared
Adj R-squared
Root MSE

=
=
=
=
=
=

220
9.79
0.0000
0.2162
0.1941
1.4686

-----------------------------------------------------------------------------conflict_t~d |
Coef.
Std. Err.
t
P>|t|
Beta
-------------+---------------------------------------------------------------gender |
.5511809
.2034572
2.71
0.007
.1688406
age |
.1793548
.1545742
1.16
0.247
.0902449
marital_stat | -1.217931
.2413751
-5.05
0.000
-.3608087
employ_stat |
1.239666
.2417222
5.13
0.000
.3333602
tnews_habit |
.0606462
.0857271
0.71
0.480
.0496726
nigerdel_c~n |
.2418102
.2014328
1.20
0.231
.0738794
_cons |
.224994
.57397
0.39
0.695
.
------------------------------------------------------------------------------

Table 16 – Multicollinearity Test on Conflict trends
Ramsey RESET test using powers of the fitted values of conflict_trend
Ho: model has no omitted variables
F(3, 210) =
2.97
Prob > F =
0.0330

Table 17 – Cook-Weisberg & VIF Test on Conflict trends
Cook-Weisberg test for heteroskedasticity
conflict_trend
Ho: Constant variance
chi2(1)
=
75.78
Prob > chi2 =
0.0000

using

fitted

values

of

Variable |
VIF
1/VIF
-------------+---------------------age |
1.64
0.608358
marital_stat |
1.39
0.719712
tnews_habit |
1.34
0.746430
employ_stat |
1.15
0.870967
gender |
1.06
0.947417
nigerdel_c~n |
1.03
0.971616
-------------+---------------------Mean VIF |
1.27

When all the variables in the model were correlated against each other, those with
the strongest correlations were 'age' and 'marital_Status' (0.5053), 'age' and 'pnews_habit'
(-0.5729), 'age' and 'tnews_habit' (-0.4540), 'age' and 'nig_pol' (0.5579), 'age' and 'oil_hist'
(0.4254), 'marital_stat' and 'pnews_habit' (-0.4364), 'marital_stat' and 'nig_pol' (0.5019),
'pnews_habit' and 'tnews_habit' (0.6280), 'pnews_habit' and 'nig_pol' (-0.5853),
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'pnews_habit' and 'oil_hist' (-0.4520), 'pnews_habit' and 'nigerdel_hist' (-0.4167),
'tnews_habit' and 'nig_pol' (-0.4912), 'tnews_habit' and 'oil_hist' (-0.4866), 'tnews_habit'
and 'nig_fdi' (-0.4482), 'nig_pol' and 'oil_hist' (0.7740), 'nig_pol' and 'nig_fdi' (0.5709),
'nig_pol' and 'nigerdel_hist' (0.6452), 'oil_hist' and 'nig_fdi' (0.6310), 'oil_hist' and
'nigerdel_hist' (0.5980), 'nig_fdi' and 'nigerdel_hist' (0.5621), 'oil_fdi_trend' and
'conflict_trend' (0.6598). These correlations indicate the following:
•

25% of variation in a respondent's marital status is explained by their age.

•

33% of variation in a respondent's newspaper habit is explained by their age and 19%
by their marital status.

•

21% of variation in a respondent's TV news habit is explained by their age and 40%
is explained by their newspaper habit.

•

About 31% of variation in a respondent's knowledge of Nigerian politics is explained
by their age, 25% by their marital status, 34% by their newspaper habit and 24% by
their TV news habit.

•

About 18% of variation in a respondent's knowledge of Nigeria's oil history is
explained by their age, 20% by their newspaper habit, 24% by their TV news habit
and 60% by their knowledge of Nigerian politics.

•

About 20% of variation in a respondents knowledge of Nigerian FDI history is
explained by their TV news habit, 33% by their knowledge of Nigerian politics, and
40% by their knowledge of Nigerian oil history.

•

About 17% of variation in a respondent's knowledge of Niger delta history is
explained by their newspaper habit, 42% by their knowledge of Nigerian politics,
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36% by their knowledge of Nigeria's oil history and 32% by their knowledge of
Nigerian FDI history.
•

About 44% of variation in a respondent's perception of conflict trends in the Niger
delta is explained by their perception of oil FDI trends in the region.

Table 18 – Niger delta Survey Variable Correlations
gender age
gender

1.0000

age

0.1859 1.0000

marital employ pnews

tnews

nig_pol oilhist nigfdi niger

oil_fdi conflic
t

marital 0.0070 0.5053 1.0000
employ

0.0578 0.2696 0.2601

1.0000

pnews

-0.1736 -0.5729 -0.4364 -0.3406 1.0000

tnews

-0.1546 -0.4540 -0.2601 -0.2763 0.6280 1.0000

nig_pol 0.0040 0.5579 0.5019

0.3071 -0.5853 -0.4912 1.0000

oilhist 0.0799 0.4254 0.3303

0.0660 -0.4520 -0.4866 0.7740 1.0000

nigfdi

0.0946 0.3510 0.3705

0.2139 -0.2969 -0.4482 0.5709 0.6310 1.0000

niger

-0.1153 0.2137 0.3408

-0.0315 -0.4167 -0.2917 0.6452 0.5980 0.5621 1.0000

oil_fdi 0.2278 0.1470 -0.1414 0.1858 0.0732 0.1961 -0.0211 -0.1119 -0.2512 -0.3407 1.0000
Conflict 0.1967 0.0096 -0.2388 0.2655 0.0562 -0.0084 -0.0359 -0.1236 -0.1886 -0.3828 0.6598 1.0000

Generally speaking, the surveys found that many Nigerians don’t feel like the
federal government has done enough to resolve the situation in the Niger delta, and may
in fact be adding to the conflict. Of the 274 respondents, only about 41% strongly agreed
or agreed that the Nigerian government is helping to reduce conflict in the Niger delta.
53% strongly disagreed or disagreed and about 6% did not know. The picture gets even
worse when it comes to the State and local governments. Of the 274 people that
responded to the question, only a mere 13% strongly agreed or agreed that the state and
local governments are helping to reduce conflict in the Niger delta.72% strongly disagree
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or disagree, and about 16% don't know. A case in point is that of former governor of
Bayelsa State, Diepreye Peter Solomon Alamieyeseigha, who was impeached in
December 2005 (after serving as Governor for five years) by the Bayelsa State House of
Assembly (NEXT 2009). This impeachment came on the heels of his arrest by the
London Metropolitan Police over allegations of corruption and money laundering. In the
matter of the London High Court against DSP Alamieyeseigha, dated March 7, 2007
(Citation Number: 2007 EWHC 437 Case No: HC05 C03602), Alamieyeseigha was
accused of gross misappropriation of public funds and the accumulation of assets as a
result of the corrupt receipt of bribes and other payments in connection with the award of
state government contracts thought to exceed 10 million GBP. He is said to have
allegedly carted away millions into private accounts owned by himself and his children
across the world (NEXT 2009). After jumping bail from the United Kingdom, he was
later arrested and prosecuted by the Economic and Financial Crimes Commission
(EFCC) on money laundering and corruption offences. In July 2007 he was sentenced to
2 years in prison by the Nigerian Federal High Court, after pleading guilty to the charges.
Hours after his sentence, he was released from prison due to time already served
(International Herald Tribune 2007). His assets valued at about GBP 17.7 million were
seized and forfeited to the Bayelsa state government (Wikipedia).

In a similar survey conducted in 2009 by the NOI Polls (in partnership with
Gallup Poll USA, a leading opinion research company), the general finding, much like
the present research survey, was that Nigerians are generally sympathetic to the plight of
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the Niger delta people. Specifically, the survey found that 92% of Nigerians say
government is not doing enough for the region (NOI Polls 2009). Not surprisingly, this
number is much higher than the 53% mentioned earlier (who strongly disagreed that the
government was doing all it could for the region). This can be explained by the fact that a
significant number of the participants in the NOI survey were themselves from the Niger
delta. The population sample for the NOI Niger Delta survey was comprised of 2,680
randomly selected Nigerians aged 15 and above who participated in structured face-toface interviews. 1,000 of the respondents were from the Niger delta region. The survey
found that 76% of people in the Niger delta (which is a subset of the total sample) believe
the government is not doing enough for the region (NOI Polls 2009).

Speaking to one of the respondents, a Mr. Akpan Ukpabio from Port Harcourt, he
had this to say about the local chiefs and their officials:
"We see them driving around in their expensive cars and jeeps, driving at
top speed on unpaved roads, pretending that they have our interests at heart when
in fact, their pockets have been lined with bribe money given to them by the big
oil companies. They squander the money on expensive liquors and champagne
which they use to pacify the crowds of people that follow them around. They
think we are fooled, we are not fooled!"
This sentiment seemed to be shared by many of the people who responded to the question
about whether or not local authorities were to blame for the conflict in the Niger delta. Of
the 264 respondents, about 55% strongly agreed or agreed that the local chiefs were to
blame. 26% strongly disagreed or disagreed, and about 9% did not know.
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Table 19 – Niger delta Survey Variable Tabulations
nig_gov_conf | Freq. Percent
Cum.
-------------+----------------------Strongly Agree | 17
6.20
6.20
Agree | 95
34.67
40.88
Disagree | 93
33.94
74.82
Strongly Disagree | 53
19.34
94.16
Don't know | 16
5.84
100.00
------------------+-----------------------Total | 274 100.00

Disagree | 80
29.52
52.40
Strongly Disagree | 99
36.53
88.93
Don't know | 30
11.07
100.00
------------------+-----------------------Total | 271
100.00

conf_escal | Freq. Percent
Cum.
------------------+----------------------Strongly Agree | 115
41.97
41.97
Agree | 64
23.36
65.33
Disagree | 31
11.31
76.64
Strongly Disagree | 38
13.87
90.51
Don't know | 26
9.49
100.00
------------------+-----------------------Total | 274
100.00

other_gov_conf | Freq. Percent
Cum.
----------------+-----------------------Strongly Agree |
2
0.73
0.73
Agree | 33
12.04
12.77
Disagree | 125
45.62
58.39
Strongly Disagree | 71
25.91
84.31
Don't know | 43
15.69
100.00
------------------+-----------------------Total | 274 100.00

nigerdel_comp| Freq.
Percent
Cum.
------------+-----------------------------1 | 28
10.22
10.22
2 | 15
5.47
15.69
3 | 88
32.12
47.81
4 | 123
44.89
92.70
5 | 20
7.30
100.00
------------+-----------------------------Total | 274
100.00

loc_auth_conf | Freq. Percent
Cum.
------------------+-----------------------Strongly Agree | 122
46.21
46.21
Agree | 49
18.56
64.77
Disagree | 47
17.80
82.58
Strongly Disagree | 21
7.95
90.53
Don't know | 25
9.47
100.00
------------------+-----------------------Total | 264 100.00

nigerdel_summ | Freq.
Percent
Cum.
---------------+-------------------------Minor Conflict | 15
5.66
5.66
Major Conflict | 87
32.83
38.49
Crisis | 133
50.19
88.68
None | 30
11.32
100.00
---------------+--------------------------Total | 265
100.00

ioc_conf | Freq. Percent
Cum.
------------------+-----------------------Strongly Agree | 14
5.11
5.11
Agree | 65
23.72
28.83
Disagree | 115
41.97
70.80
Strongly Disagree | 5
19.34
90.15
Don't know | 27
9.85
100.00
------------------+-----------------------Total | 274 100.00
mili_conf | Freq. Percent
Cum.
------------------+----------------------Strongly Agree | 128
47.06
47.06
Agree | 20
7.35
54.41
Disagree | 77
28.31
82.72
Strongly Disagree | 27
9.93
92.65
Don't know | 20
7.35
100.00
------------------+-----------------------Total | 272 100.00

indign_conf | Freq. Percent
Cum.
------------------+-----------------------Strongly Agree | 31
11.44
11.44
Agree | 31
11.44
22.88
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When asked if the international oil companies are helping to reduce conflict in the
Niger delta, of the 274 respondents that answered the question, only about 29% strongly
agreed or agreed, an overwhelming 61% strongly disagreed or disagreed, and about 10%
did not know. The NOI Poll survey found that 42% of Nigerians are dissatisfied with the
performance of the oil companies (NOI Polls 2009). These findings support the sentiment
in Mr. Ukpabio's comments on how the IOCs offer bribes to the local chiefs and local
government chairmen who instead of doing their jobs and representing the interests of the
people, serve their own personal interests. This is reflective of the high level of
corruption in the region and in the country at large, which will be discussed later in this
paper.

When asked if the militants were to blame for the conflict in the Niger delta, of
the 272 people that responded to the question, about 54% strongly agreed or agreed, 38%
strongly disagreed or disagreed, and about 7% did not know. This was a very interesting
statistic because a significant number of the militants who are responsible for many of the
kidnappings and vandalism of oil infrastructure in the region are from the Niger delta
themselves. This goes to show that although people generally tended to sympathize with
the people of the Niger delta in their plight, they were not unaware that the militants who
are a subset of the Niger delta population, have a share in the blame concerning the
conflict situation in the region. The response to the next question also demonstrates that
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there is a definite distinction in the minds of many with regards to their perception of the
"regular" Niger delta citizens versus those that have chosen to be become militants. When
asked if the Niger delta indigenes were to blame for the conflict in the Niger delta, of the
271 people that responded to the question, only about 23% strongly agreed or agreed
(widely variant from the 54% above), 56% strongly disagreed or disagreed (compared to
38% above), and about 11% did not know.

Regarding whether or not the conflict in the region could escalate into a civil war,
about 65% strongly agreed or agreed, 25% strongly disagreed or disagreed, and about 9%
did not know. This is indicative of the severity level of the conflict in the Niger delta,
which many have become very concerned about in the last few years.

When asked if the people of the Niger delta had been adequately compensated for
the exploitation of their land, only about 16% strongly agreed or agreed, an
overwhelming 77% strongly disagreed or disagreed, and about 7% did not know. This
response came as no surprise given the long-held sentiment that the people of the Niger
delta have been marginalized and their land exploited without much compensation. As
one of the respondents, a manager at a local hair salon who preferred to be referred to
simply as "Mr. Akpan" recalled:
"At night, there would be showers of acid rain as a result of the gas flaring
activities of the oil companies. This would cause people's aluminum corrugated
roofing sheets to become so heavily corroded and badly in need of replacement.
No one ever gave them the money to replace their roofs."
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Would the situation in the Niger delta be categorized as a Crisis?
About 6% of the respondents said that they would describe the situation in the
Niger delta as a minor conflict, 33% as a major conflict and 50% as a crisis. 11% did not
know. A three-way analysis was done to see how these responses would be impacted by
the respondent’s gender. The results are as follows:

Table 20 – Analysis of Niger delta Conflict & Gender
______________________________________________________________________________
-> gender = Female
nigerdel_summ | Freq.
Percent
Cum.
---------------+----------------------------------Minor Conflict |
6
5.31
5.31
Major Conflict | 39
34.51
39.82
Crisis | 63
55.75
95.58
None |
5
4.42
100.00
---------------+----------------------------------Total | 113
100.00
_______________________________________________________________________________
-> gender = Male
nigerdel_summ | Freq.
Percent
Cum.
---------------+----------------------------------Minor Conflict |
3
2.38
2.38
Major Conflict | 44
34.92
37.30
Crisis | 62
49.21
86.51
None | 17
13.49
100.00
---------------+----------------------------------Total | 126
100.00
_______________________________________________________________________________
-> gender = .
nigerdel_summ | Freq.
Percent
Cum.
---------------+----------------------------------Minor Conflict |
6
23.08
23.08
Major Conflict |
4
15.38
38.46
Crisis |
8
30.77
69.23
None |
8
30.77
100.00
---------------+----------------------------------Total | 26
100.00
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Of the women who responded to the question of how to categorize the situation in
the Niger delta, 5% classified it as a minor conflict, 34% as a major conflict and 56% as a
crisis. 4% were undecided. Of the men who responded to the question of how to
categorize the situation in the Niger delta, 2% classified it as a minor conflict, 35% as a
major conflict and 49% as a crisis. 13% were undecided. 26 of the 265 respondents that
answered the question did not indicate their gender. Overall, women were more likely to
see the situation as a major conflict or crisis than men.

In analyzing the effect of knowledge of Niger delta history on categorizing the
situation in the region, controlling for gender, we find that women with a very high level
of knowledge of the Niger delta history are about 3% more likely to categorize the
situation in the region as a Crisis than women with no knowledge. Women with a very
high level of knowledge of the Niger delta history are about 22% more likely to
categorize the situation in the region as a Major Conflict than women with no knowledge.
57% of those who don't know much about Niger delta history were most likely to
categorize the situation as a crisis. Generally speaking, regardless of the level of
knowledge of Niger delta history, women were more likely to categorize the situation as
a Crisis than any other category.

Men with a very high level of knowledge of the Niger delta history are about 16%
more likely to categorize the situation in the region as a Major Conflict than men with no
knowledge. Men with a very high level of knowledge of the Niger delta history are about
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30% more likely to categorize the situation in the region as a Crisis than men with no
knowledge.

Overall, the effect of knowledge of Niger delta history on the categorization of the
situation is statistically significant for both genders (p=0.000) and the strength of
association increases for the males (v=0.3848) and decreases slightly for females
(v=0.3367). Both have modest degrees of association.

Table 21 – Analysis of Niger delta Conflict & History by Gender
_____________________________________________________________________________________
-> gender = Female
nigerdel_hist
nigerdel_summ |
1
2
3
4
5 |
Total
-----------+-------------------------------------------------------+---------Minor |
0
6
0
0
0 |
6
|
0.00
18.75
0.00
0.00
0.00 |
5.31
-----------+-------------------------------------------------------+---------Major |
1
15
7
5
11 |
39
|
14.29
46.88
19.44
62.50
36.67 |
34.51
-----------+-------------------------------------------------------+---------Crisis |
4
11
27
3
18 |
63
|
57.14
34.38
75.00
37.50
60.00 |
55.75
-----------+-------------------------------------------------------+---------Don’t know |
2
0
2
0
1 |
5
|
28.57
0.00
5.56
0.00
3.33 |
4.42
-----------+-------------------------------------------------------+---------Total |
7
32
36
8
30 |
113
|
100.00
100.00
100.00
100.00
100.00 |
100.00
Pearson chi2(12) = 38.4300
Pr = 0.000
Cramer's V =
0.3367
______________________________________________________________________________
-> gender = Male
nigerdel_hist
nigerdel_summ |
1
2
3
4
5 |
Total
-----------+-------------------------------------------------------+---------Minor |
2
0
1
0
0 |
3
|
6.06
0.00
4.76
0.00
0.00 |
2.38
-----------+-------------------------------------------------------+---------Major |
10
15
7
6
6 |
44
|
30.30
62.50
33.33
17.14
46.15 |
34.92
-----------+-------------------------------------------------------+---------Crisis |
8
5
13
29
7 |
62
|
24.24
20.83
61.90
82.86
53.85 |
49.21
-----------+-------------------------------------------------------+---------Don’t know |
13
4
0
0
0 |
17
|
39.39
16.67
0.00
0.00
0.00 |
13.49
-----------+-------------------------------------------------------+---------Total |
33
24
21
35
13 |
126
|
100.00
100.00
100.00
100.00
100.00 |
100.00
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Pearson chi2(12) =

55.9764

Pr = 0.000

Cramer's V =

0.3848

_____________________________________________________________________________________
-> gender = .
nigerdel_hist
nigerdel_summ |
1
2
3
4
5 |
Total
-----------+-------------------------------------------------------+---------Minor |
0
6
0
0
0 |
6
|
0.00
75.00
0.00
0.00
0.00 |
23.08
-----------+-------------------------------------------------------+---------Major |
0
2
0
2
0 |
4
|
0.00
25.00
0.00
50.00
0.00 |
15.38
-----------+-------------------------------------------------------+---------Crisis |
1
0
2
2
3 |
8
|
33.33
0.00
33.33
50.00
60.00 |
30.77
-----------+-------------------------------------------------------+---------Don’t know |
2
0
4
0
2 |
8
|
66.67
0.00
66.67
0.00
40.00 |
30.77
-----------+-------------------------------------------------------+---------Total |
3
8
6
4
5 |
26
|
100.00
100.00
100.00
100.00
100.00 |
100.00
Pearson chi2(12) =

31.2000

Pr = 0.002

Cramer's V =

0.6325

Have the Citizens of the Niger delta been adequately compensated?
The association between the response to the question about whether or not Niger
delta citizens have been adequately compensated and if the respondent was from that
region is statistically significant at P = 0.000. Although there was no significant effect of
Niger delta citizenship on those who 'strongly disagreed' (it was almost an even split
between Niger delta citizens and non citizens at 50.41% & 49.59% respectively), not
surprisingly, 75% of those who 'disagreed' were Niger delta citizens while the other 25%
were not. Niger delta citizens were about 22% more likely to 'strongly disagree' (50.41%)
than to 'strongly agree' (28.57%). Non citizens were 22% more likely to 'strongly agree'
(71.43%) than to 'strongly disagree' (49.50%).
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Table 22 – Analysis of Niger delta Categorization & Compensation
nigerdel_c |
nigerdel_comp
tzn |
1
2
3
4
5 |
Total
-----------+-------------------------------------------------------+---------0 |
20
12
22
61
4 |
119
|
71.43
80.00
25.00
49.59
20.00 |
43.43
-----------+-------------------------------------------------------+---------1 |
8
3
66
62
16 |
155
|
28.57
20.00
75.00
50.41
80.00 |
56.57
-----------+-------------------------------------------------------+---------Total |
28
15
88
123
20 |
274
|
100.00
100.00
100.00
100.00
100.00 |
100.00
Pearson chi2(4) =

35.6362

Pr = 0.000

Cramer's V =

0.3606

What then can we conclude from the Survey results?
If the results of the survey could be summarized in a single sentence, it would be
that essentially the people of the Niger delta have been severely undermined, exploited
and taken advantage of by the oil companies and their leaders at all levels of government,
resulting in total impoverishment and under development of the region, not to mention a
significant security problem. Other things that the survey tells us are that corruption
among the elites is a serious problem in the region, as is the escalating actions of warring
factions. The entire situation is regarded by many as critical, and if left unchecked it is
felt that the conditions could lead to the outbreak of a civil war.

The next chapter explores if the relationship between conflict and extractive FDI
is unique to Nigeria and considers if this conflict trend is peculiar to extractive FDI or if
it also occurs for non-extractive FDI.
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CHAPTER 7: MULTI-CASE STUDY: EXTRACTIVE VS. NON-EXTRACTIVE
FDI

7.1 Introduction
It is said that money cannot buy happiness. Likewise, increased foreign investment in
an economy does not always guarantee economic development (as we have seen in
earlier chapters). In investigating the relationship between conflict and extractive FDI and
determining the peculiarities of this relationship in developing countries, this section
applies both a qualitative and quantitative approach to the analysis process first using
data from countries across all regions of the world, and then using data that is specific to
the Niger delta area of Nigeria. Approaching the analysis from these 2 angles provides a
balanced view of the study and allows for certain inferences to be made based on the
findings of the data.

7.2 Conflict situations & FDI trends from 1998 - 2008 in select Countries
7.2.1 Data
In analyzing the effects of FDI type on conflict, Table 16 below summarizes the
conflict situations in 25 developing countries with populations greater than 1 million,
which are the top FDI recipients in their regions. The countries have been selected based
on mention in the World Investment Report from various years (1998 – 2008) that they
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have experienced significant increases in FDI flow. The countries are from each of the 3
developing regions of the world, i.e. Africa, Latin America and the Caribbean, and Asia
and the Pacific, as well as some middle-income countries from Europe and Central Asia
for the sake of comparison. For each country, the predominant FDI type is identified, i.e.
Extractive versus other kinds of FDI, and the conflict situation in each summarized. The
FDI inflow in 1998, 2008 and percent increase in FDI flows from 1998 through to 2008
are included in the table to provide some context with respect to the degree of increases
in FDI to those countries. The percent increase is calculated relative to prior FDI levels,
i.e. ∑ (increase from 1998 to 1999 + increase from 1999 to 2000 +…+ increase from
2007 to 2008) / FDI flow in 1998 * 100.

Table 23 – Countries with significant increase in FDI flows, 1998-2008
Note: Countries with populations greater than 1 million.
Region/
Country

Main Type of
FDI

Conflict Situation

FDI in
1998

East Asia & the Pacific
Cambodia
Vietnam

China

Lao PDR

FDI in
2008

% Incr
19982008

US $ million

Manufacturing Textile industry
Industrial –
Construction

The country is at peace after many
230
years of turmoil.
History of conflict with neighboring
1,700
countries and the U.S. The country has
experienced some conflict in recent
years over ownership of the Paracel
Extractive – Oil/
and Spratly islands.
Gas
Manufacturing – No conflict related to FDI.
43,751
Electronics,
Telecom
equipment, etc.
Agriculture
No conflicts related to FDI.
45

192

815

254%

8,050

374%

108,312 148%

228

407%

Europe & Central Asia
Azerbaijan

Oil/Gas

Kazakhstan

Oil

Latvia

IT/Telecom

Political instability and fighting
with ethnic Armenians over land
from 1991 – 95. There have also
been long time disputes over oil
exploration in the Caspian Sea
but not as a result of FDI. The
highly contentious BTC export
pipelines pose a probable source
of future violent conflict.
Corruption is a big issue with
allegations of elites giving
kickbacks to the Kazakh
government for oil contracts.
Ethno-political conflict incidents
related to FDI inflow occur on
occasion.
No conflicts related to FDI.

1,085

11

(99%)

1,233

14,543

1079%

357

1,426

299%

Estonia

IT/Telecom

No conflicts related to FDI.

581

1,969

239%

Albania

Service Industry

45

956

2024%

Privatization

Isolated violent incidents
reported but no major FDIrelated conflict.
No conflicts related to FDI.

Poland

6,365

16,533

160%

Lithuania

IT/Telecom

No conflicts related to FDI.

926

1,815

96%

Bulgaria

Privatization

No conflicts related to FDI.

537

9,205

1614%

952

513

(46%)

1,296

2,402

85%

Nicaragua

Finance &
Petroleum
Energy & Mining

Plans to sell gas through Chile
have brought about wide
economic discontent resulting in
violent conflict.
No conflicts related to FDI.
No conflicts related to FDI.
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626

240%

Chile

Services

No conflicts related to FDI.

4,638

16,787

262%

Peru

Mining & Oil

FDI-related conflict persists.

1,842

4,808

161%

Venezuela

Oil

FDI-related conflict persists.

4,495

1,716

(62%)

Columbia

Energy, Mining
& Manufacturing
/Infrastructure
Oil/Natural Gas

History of intense armed conflict
made worse by growing energy
FDI.
FDI-related conflict persists.

2,828

10,564

274%

732

3047

316%

Agriculture,
Mining &
Manufacturing
Manufacturing

No conflicts related to FDI.

28,856

45058

56%

No conflicts related to FDI.

11,933

21,950

84%

Latin America & the
Caribbean
Bolivia
Hydrocarbon &
energy

Panama

Trinidad &
Tobago
Brazil

Mexico
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sub-Saharan Africa
Tanzania

Extractive - Gold

FDI-related conflict persists.

172

744

333%

Angola

Extractive –
Petroleum,
Diamonds

1,114

15,548

1296%

Uganda

Extractive Mining

FDI-related conflict persists both
for oil exploration activities as
well as related to conflict
diamonds.
The discovery of vast reserves of
oil in western Uganda has
sparked widespread conflict
among ethnic groups over land
ownership.

210

787

275%

Overall FDI flows to Asia and the Pacific rose from $94 billion in 2002 to $107
billion in 2003, ending the downturn that began in 2001 (UNCTAD 2004). The region
showed greater resilience than other developing regions and attracted more FDI than the
others even though the distribution of FDI remained uneven across individual countries
(UNCTAD 2004). 2004 to 2008 saw even greater inflows. Cambodia's economy
performed relatively well in 2003-2008 with an increase of US$731 million in FDI flows.
After many years of war and internal conflict, the country continues to struggle towards
economic growth and development. Given the extended period of peace that has been in
effect in the last few years, it is safe to conclude that increased FDI has not been an issue
with respect to the development of new conflicts or the exacerbation of old ones.
Neighboring Vietnam, upon approval of the economic reform package called "Doi Moi,"
(renovation), introduced new market reforms dramatically improving its business climate
and becoming one of the fastest-growing economies in the world with an average annual
gross domestic product (GDP) growth of 8% from 1990 to 1997 and 6.5% from 19982003 (Bureau of EAPA 2004). FDI Increase to Vietnam was about US$784 million
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between 1996–97 mainly to the industrial sector (including oil and gas) as well as
construction sectors (WIR, 2002). In 2003, total FDI reached US$2.7billion, an increase
of nearly 5% on 2002, with $1.15 billion being additional capital (Vietnam 2004). By
2008, FDI inflow to the country had reached US$8.1 billion (WIR, 2009). Apart from
minor fall outs with its neighbors (especially China) over a potentially oil-rich area of the
South China Sea (The Spratly Islands), the country has remained relatively conflict-free
in recent years, which leads us to conclude that increased FDI flow has not increased
conflict incidents in the region.

China's market-oriented reforms have brought highly visible success and
economic transformation, raising hundreds of millions of people out of poverty. In 2003,
it was the largest FDI recipient worldwide ($54 billion), as flows to the United States, the
traditional leader in inward FDI flows, plunged (UNCTAD 2004). Between 2007 and
2008, it registered the highest dollar increase in FDI among the sampled developing
countries with an overwhelming US$24.7 billion. By 2008, FDI to the country was at an
all time high at US$108 billion (WIR, 2009). With majority of its FDI going towards its
manufacturing industry, the country has become the world’s major manufacturing center,
specializing in the manufacture of computer equipment, electronics, telecommunications
equipment, petrochemicals and the like. In the midst of all this global fame, there have
been no reported claims of conflict related to increased FDI flow.
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The Lao People’s Democratic Republic is a small landlocked country with China,
Cambodia, Vietnam, Thailand and Myanmar as neighbors. It too has seen a modest
increase in FDI flows to the tune of US$324 million in 2007 and US$228 million in 2008
driven by remarkable agricultural growth, exports and private investment (WIR, 2009).
Like China, the country boasts no conflict incidents related to increased FDI flows.

Moving over to Central Asia, Azerbaijan, until recent years, has attracted
significant amounts of FDI to its energy sector. Between 2001 and 2002, FDI flows
increased by 6 times from US$227 million to $1.4 billion (UNCTAD 2003). Per
UNCTAD, this increase was due largely to a 700% rise in FDI flows to the oil sector.
2004 saw the highest FDI flows at over US$4.7 billion and then in the subsequent years,
it has fallen gradually even to negative numbers (-US$601 million in 2006, -US$4,817 in
2007 (WIR, 2009)). Although plagued by long time disputes over oil exploration
activities in the Caspian Sea as well as fighting between Azerbaijan and the ethnic
Armenians over the Nagorno-Karabakh region (Piksrys 2001), these conflicts have not
been caused by FDI inflow to the region. Kazakhstan, another transition economy,
realized an increase in FDI of about US$3.4 billion in 2007-2008 directed mainly towards
a thriving oil industry. Dubbed the wealthiest country in the region and under the regime
of a repressive government, Kazakhstan continues to battle with random acts of violence
as a result of corruption among its elites and government officers. From time to time,
allegations are made about MNC officials giving kickbacks to the Kazakh Government in
exchange for oil contracts. According to the international Crisis Group, the region
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continues to experience conflict incidents as a result of FDI and the presence of MNCs
who are involved in the oil exploration industry.

The three Baltic States, Latvia, Estonia and Lithuania have seen steady economic
growth in recent years as well as increased FDI flows due to the adoption of successful
policies (in Latvia, privatization and in Estonia and Lithuania, re-nationalization of
certain strategic infrastructure). All three countries show increases of US$583 million,
US$948 million and US$177 million respectively, in FDI from 2006-2007, targeted
mainly towards their fast-growing service industries, which their governments have made
a high priority (WIR, 2009). And although the countries have seen their share of ethnic
conflicts, very little if any can be directly attributable to increased FDI to the region. In
Albania, the rate at which economic reform and liberalization has taken place has been
slow but steady resulting in an observed an FDI increase of US$298 million from 20072008. With a focus on its service sector, Albania continues to show high growth rates in
the economy, however about a third of its population live well below the poverty line.
With only a few reports of isolated violent incidents, there is little reason to believe that
there is any form of FDI-related conflict in the country. Poland’s FDI flows increased by
about US$3 billion in 2006-2007 while Bulgaria’s increased by over US$4 billion during
the same period. Market liberalization policies in both countries served to expand their
economies, allowing for increased foreign investment to encourage privatization of stateowned enterprises. Both countries also report little to no FDI-related conflict.
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The Bolivian economy has seen modest FDI increases over the last decade, with
an increase of US$147 million between 2007 and 2008. The country’s main sectors are
its hydrocarbons and energy industries. Its history since independence from Spain has
been marked by coup, counter-coup, military defeat and civil unrest coupled with
ongoing bouts of ethnic violence (ICG 2004). In 2000, there was conflict surrounding
rising water prices after the purchase of the Cochabamba city’s water system by MNC
Bechtel (ICG 2004). There have also been violent uprisings against the previous
president - Gonzalo Sanchez de Lozada’s regime because of his unfair income tax
policies, resulting in the deaths of many citizens (ICG 2004). In 2003, the then newly
elected President Carlos Mesa drew significant protests with plans to export gas through
Chile. Reports suggest that these incidents of violence were largely related to the FDI
flows to Bolivia’s hydrocarbon and energy industries.

Panama with an increased FDI of US$495 million in 2007-2008 saw most of its
FDI go towards the financial and real estate sectors (Reuters 2007; Central America Data
2008). The country is subject to spill-over of conflict from neighboring Colombia but
itself does not report much FDI-related conflict. Poverty stricken country Nicaragua has
suffered severe civil upheavals since the early 1970s under several autocratic regimes
(Agosin 2001). The country saw an increase in FDI of US$244 million from 2007 to
2008, most of which was channeled into its energy and mining sectors. Although the
country reports no major FDI-related conflict, it struggles to survive through high crime
rates, human rights violations by the police and corrupt leadership.
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Peru is a country blessed with mineral resources and has become a major world
producer of gold, silver, copper, zinc, lead and tin, with gold being its most successful
metal (Lamport 2003). Its mining sector performed well in 2001 and 2002, growing by
12.8% in the first year and 16% in the second and making 2002 the tenth year of
continued growth and boosting the earnings of foreign mining companies (Lamport
2003). Boasting an FDI increase of over US$2 billion between 2006 and 2007, most of its
FDI inflows went to its mining sector (WIR, 2008). The country continues to meet
expectations of improved growth, but reports incidents of conflict related to its mining
sector. Particularly, sources report violent confrontations between foreign mining
companies and the landowners and other locals wherein the mining activities occur
(Mountain Voices 2003).

As of 2008, Venezuela was the eight-largest oil exporter in the world (USEIA
2010) with a recorded FDI increase of about US$1 billion between 2007 and 2008. In
2004 there were high tensions surrounding the dismissal of about 12,000 out of 40,000
employees from the state’s oil company PDVSA, by President Chávez because the
employees allegedly protested his reforms aimed at making the company less
independent (LBC 2004). Reports indicate frequent nation-wide demonstrations against
the government and suggest that much of the violent conflicts observed in the country
appear to be directly related to increased FDI to its oil sector.
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Trinidad & Tobago has been a recipient of substantial FDI inflows in its natural
gas industry for the last decade, with FDI increases of about US$330 million between
1996 and 97, and over US2 billion between 2007 and 2008 (WIR, 2009). Reports indicate
that the huge FDI flows to the country’s energy sector have MNCs scrambling and
outbidding themselves to win the opportunity of exploiting the country’s oil. However, it
appears that after granting the contract to a particular MNC (ExxonMobil), some conflict
has ensued over unfulfilled contracts and agreements on the oil companies’ part
(Williams 2002). Many violent conflict incidents also tend to occur in the regions of the
oil explorations. The town of Toco is one of such regions. The residents complain about
how the presence of MNCs and their exploration activities have ruined the wetlands, the
marine life not to mention their source of living (many of the Toco residents are fishers,
farmers and traders) (Wahab). These environmental conflicts are as a direct result of
MNC activities in the oil sector of Trinidad and Tobago.

Warring guerilla factions ELN and FARC have long since opposed the
Colombian government resulting in over 40 years of armed conflict and untold numbers
of kidnappings, drug trafficking and acts of terrorism (ICG 2004). Repeated peace efforts
and attempts at cease-fire agreements have been mostly unsuccessful, as the well-armed
organizations continue to increase in size and fire power, spreading their reign of terror
throughout the state. With an FDI increase of about US$2.4 billion between 2006 and
2007, and US$1.5 billion between 2007 and 2008 going mainly to its energy, mining and
infrastructure sectors, Colombia is the third largest destination of FDI in Latin America,
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after Brazil and Chile (WIR, 2009). The conflict situation in the region appears to be
exacerbated by increased flows of FDI to its critical industries as they provide
opportunities for kidnappings and drug trafficking activities due to the presence of
foreign investors in the country. Directly opposite Colombia on the crime scale is Chile,
dubbed the most transparent country in Latin America by Transparency International.
With an increased FDI of US$4.2 billion to the services sector between 2007 and 2008,
the country has reported no FDI-related conflict in the region (WIR, 2009).

The largest FDI recipient in Latin America, Brazil had an increase in FDI of about
US$10.4 billion between 2007 and 2008 (WIR, 2009). Known for its well-developed
agricultural industry, some of this FDI was channeled into the agriculture while the rest
went towards exploitation of the country’s vast natural resources (metal mining) as well
as the manufacturing sector. The country has seen many years of repressive government
but has yet remained a region with relatively little violence other than minor land disputes
and isolated criminal activities. Mexico on the other hand has been riddled with
corruption, violence and numerous kidnappings, ranking second only to Colombia
(CSMonitor 2004). The ninth largest economy in the world and the top trading nation in
Latin America (FDi Magazine, 2004), the country’s participation in the North American
Free Trade Agreement (NAFTA) is what really makes it attractive for foreign investment.
With an increase in FDI of about US$7.9 billion between 2006 and 2007 directed mainly
to the manufacturing sector, foreign direct investment flows into Mexico have increased
substantially. The FDI inflows appear not to have generated any significant form of
violent conflict.
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In Africa, one of the poorest countries in the world, the Tanzanian economy is
heavily dependent on its agriculture sector. However, most of its FDI has been channeled
to the mineral extracting industry, particularly gold. In 2007-2008 the country saw an
increase of US$97 million in FDI (WIR, 2009). The country is thought to have Africa’s
largest gold reserves, after South Africa. Although the region is relatively politically
stable, violent conflicts related to gold extraction have been reported and widespread
corruption remains a source of concern. Despite these setbacks, the promise of future
mining of other minerals such as natural gas and hydropower are attracting some
international interest in the country (Bureau of African Affairs).

Angola’s US$5.75 billion FDI increase between 2007 and 2008 went mainly to its
oil extraction and diamond mining sectors. Being a key player in Africa's oil industry as
both a major producer and exporter, it is the second largest producer of oil in sub-Saharan
Africa after Nigeria (UNCTAD 2009, WIR, 2009). Angola's economy is highly
dependent on the oil sector, which accounts for 40% of GDP and 80% of government
revenues. MNCs such as Energy Africa, Agip, Chevron, Elf and Texaco have made
massive investment in the oil industry and discoveries in the late 1990's and early 2000's
in deepwater make Angola's upstream potential very positive. Given a history of civil
wars, there are tensions between warring parties on resource distribution to locals directly
as a result of the oil exploration activities. Angola is also known for diamond trading, one
of its more lucrative businesses. The Angolan rebel group UNITA (National Union for
the Total Independence of Angola) captured most of the country’s diamond mines and
illegally sold the diamonds, using the profits gained from their sale to arm their military
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(ANGOLA). The sale of these ‘conflict diamonds’ as they are called, has been banned
due to international pressure which resulted in U.N. imposed sanctions. As a direct result
of illegal diamond trading, thousands were being killed in Angola every day. With the
civil war just ending in April 2, 2002, Angola struggles to recover from the ravages of
war.

There has been growing interest in Uganda’s mineral potential ever since the
country has made efforts to improve its mining sector. According to the Mbendi
Information for Africa, the mining industry in Uganda reached a peak in the 1950's when
mining accounted for up to 30% of the country's exports (Mbendi). The same source
reports that revenues from mining increased 48% between 1995 and 1997. While
Uganda’s mineral potential remains untested due to very little exploration to date, the
country has realized modest increases in its FDI flows (US$264 million between 200506, US$89 million between 2006-07 and US$54 million between 2008-2009 (WIR,
2009)). Few FDI-related conflict incidents have been known to have occurred in recent
years.

7.2.2 Empirical Analysis
With the exception of Azerbaijan, Bolivia and Venezuela, each of the 25 countries
experienced an increase in FDI from 1998 – 2008. 5 other countries (United States of
America, United Kingdom, Kuwait, United Arab Emirates (UAE) and Nigeria), which
also experienced significant increases in FDI flows during the same period were added to
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the dataset in order to provide some basis for comparison, bringing the total number of
countries to 30.

11 of the 30 countries sampled (i.e. 37%), produce over 1 million barrels of oil
per day13. 50% of the countries have a greater part of their FDI directed towards the
extractive sector of their economies while the other 50% have more of their FDI going to
other sectors of the economy. Of the 30 countries, 13 had experienced FDI-induced
conflict within the sampled time frame. All 13 had most of their FDI directed towards
their extractive industry. This means that none of the countries sampled that had FDI
directed towards other sectors of the economy experienced any significant conflict issues
related to FDI. This supports the hypothesis that extractive FDI is a more significant
predictor of conflict than non-extractive FDI.

5 out of the 30 countries have corruption perception index scores that average 5 or
above over a span from 1995 - 2008. This means that a significant portion of the sample
size (83%) has high perceived levels of corruption. Of the 5 less corrupt countries, 4 are
developed, which comes as little surprise given that developed countries tend to
demonstrate more maturity with respect to corruption. The countries that contradict this
paradigm (within the selected 30) are Chile and Poland; With an average score of 7.2
points on the TI Corruption Perception Index, Chile has consistently demonstrated lower

13

Countries in the dataset that produce over 1 million barrels of crude a day are (in alphabetical order):
Angola, Brazil, China, Khazakhstan, Kuwait, Mexico, Nigeria, UAE, UK, USA, Venezuela.
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perceived levels of corruption despite the fact that it is not a developed country14. Poland
on the other hand is developed, but has consistently scored low on the TI corruption
perception index, indicating high perceived levels of corruption.

14

Note that Chile was just recently admitted to the OECD (in 2011), making it, by that measure, a
“developed” country, no longer a developing one which makes these findings even more consistent.
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Table 24 – 30-Country Variable Tabulations
oilproducer|Freq. Percent Cum.
-----------+-----------------No | 19 63.33 63.33
Yes | 11 36.67 100.00
-----------+------------------Total| 30 100.00

extrfdi | Freq. Percent Cum.
---------+-------------------No | 15
50.00
50.00
Yes | 15
50.00 100.00
---------+-------------------Total | 30
100.00

corrupt | Freq. Percent
Cum.
--------+--------------------No | 5
16.67
16.67
Yes | 25
83.33
100.00
--------+--------------------Total | 30
100.00

developed | Freq. Percent Cum.
----------+-------------------No | 25
83.33
83.33
Yes | 5
16.67 100.00
----------+--------------------Total | 30
100.00

conflict | Freq. Percent Cum.
---------+-------------------No | 17
56.67
56.67
Yes | 13
33.33
100.00
---------+-------------------Total | 30
100.00

fdiIncr | Freq. Percent
Cum.
---------+---------------------No |
3
10.00
10.00
Yes | 27
90.00 100.00
---------+---------------------Total | 30 100.00

A three-way analysis was done with extractive FDI tabulated against conflict, controlling
for level of development.

Table 25 – Analysis of Extractive FDI & Conflict by Development
_______________________________________________________________________________
-> developed = no
|
extrfdi
conflict |
0
1 |
Total
-----------+----------------------+---------0 |
10
2 |
12
|
100.00
13.33 |
48.00
-----------+----------------------+---------1 |
0
13 |
13
|
0.00
86.67 |
52.00
-----------+----------------------+---------Total |
10
15 |
25
|
100.00
100.00 |
100.00
Pearson chi2(1) =
18.0556
Pr = 0.000
Cramer's V =
0.8498
_______________________________________________________________________________
-> developed = yes
| extrfdi
conflict |
0 |
Total
-----------+-----------+----------
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0 |
5 |
5
|
100.00 |
100.00
-----------+-----------+---------Total |
5 |
5
|
100.00 |
100.00

For developing countries, those that have most of their FDI targeted towards their
extractive industries are about 87% more likely to experience conflict than those whose
FDI goes to other sectors of the economy. This is significant at p < 0.001. For developed
countries, the greater portion of their FDI is usually not directed towards the extractive
sector, thereby significantly reducing the probability of FDI-induced conflict. Of the 15
countries that had mostly extractive FDI, the 2 that experienced no conflict were Panama
and Nicaragua. Interestingly, there is nothing apparently different about these 2 countries
that makes them less susceptible to conflict than the other 13 countries. Both have similar
levels of perceived corruption as the other countries in the same region such as Mexico,
Bolivia and Venezuela. Both countries are democracies with a history of autocratic
governance and civil upheaval much like Nigeria and Angola. And both countries are
poor and economically depressed, like many of the other developing countries in the data
sample. A closer look into the history of both countries finds that at various times, they
have experienced some type of conflict related to extractive activities. And so the one
plausible conclusion that can be drawn is that perhaps these countries just did not
experience any relevant conflict within the time period in the current dataset.
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In any case, overall, after controlling for development, the model finds that
countries where most of the FDI is targeted towards the extractive industry are more
likely to experience conflict than those whose FDI goes to other industries.

Table 26 – Analysis of Extractive FDI & Conflict by FDI increase
______________________________________________________________________________
-> fdiincr = no
| extrfdi
conflict |
1 |
Total
-----------+-----------+---------1 |
3 |
3
|
100.00 |
100.00
-----------+-----------+---------Total |
3 |
3
|
100.00 |
100.00
_______________________________________________________________________________
-> fdiincr = yes
|
extrfdi
conflict |
0
1 |
Total
-----------+----------------------+---------0 |
15
2 |
17
|
100.00
16.67 |
62.96
-----------+----------------------+---------1 |
0
10 |
10
|
0.00
83.33 |
37.04
-----------+----------------------+---------Total |
15
12 |
27
|
100.00
100.00 |
100.00
Pearson chi2(1) =
Cramer's V =

19.8529
0.8575

Pr = 0.000

Similarly, for countries that have experienced an increase in FDI over the last
decade, those that have most of their FDI targeted towards their extractive industries are
83.3% more likely to experience conflict than those whose FDI goes to other sectors of
the economy. This is significant at p < 0.001. Countries whose FDI has not increased in
the last decade, but have a greater portion of their FDI directed towards the extractive
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sector are 100% more likely to experience conflict. This suggests that the combination of
an increase in FDI and the sector where that FDI is directed are predictors of the
likelihood of conflict. This however is not significant because the model did not produce
and Pearson's Chi or Cramer's V values. There were also only 3 observations for this test.

7.3 FDI data and Compiled Niger delta Conflict dataset
The conflict data presented here relies heavily on the reports as recorded by these
and other similar sources, and is a comprehensive compilation of conflict incidents in the
Niger delta from as early as 1997 through the year 2010. Much of the information was
obtained via Human Rights Watch interviews, eyewitness accounts, local activists’
circulars, the British Broadcasting Corporation (BBC) website, Reuter’s news reports and
various Nigerian local newspapers.

Time
April 1993

Table 27 – Conflict Incidents in the Niger delta Region, 1997 - 2009
Situation
Casualties Cause
Actions

In April security forces were
reported to have opened fire on
peaceful demonstrators in Biara.
August 1993 At least 35 members of the
Ogoni ethnic group, including
children, were killed in Kaa by
armed men, some in uniform.
Although local officials claimed
that the incident was an ethnic
clash between the Ogoni and
neighbouring Andoni people,
there was evidence implicating
the security forces.
July
- Continued violent clashes
Sept1993
between
Members of the Ogoni and
Andoni ethnic groups, with
allegations of security forces
being involved.

Source

11 people were
injured 1 killed.

Nigerian
Military

-

Amnesty
International

At least 35
killed

Ethnic
Conflict &
Nigerian
Military

-

Amnesty
International

Several
hundred killed

Ethnic
Conflict &
Nigerian
Military

-

Amnesty
International

209

Actions

Source

May - June Soldiers arrested leaders & youth
1994
members of the Ogoni community
detaining them at Bori military
camp in Port Harcourt or at Kpor
in Ogoniland. Most were
subsequently released without
charge but about 30 remained in
incommunicado detention
without charge or trial at the end
of the year.
June 4 – 8, The twin villages of Uegwere and
1994
Bo-ue were reportedly attacked.
At least 10 were killed. In the
village of Buan, a pregnant
woman was apparently shot dead
and six other people critically
wounded. Other villages where
people were shot dead by
soldiers included Yeghe and
Okwali.
November 10 Ken Saro-Wiwa, a writer and
1995
President of the Movement for the
Survival of the Ogoni People
(MOSOP) & 8 others were killed,

Time

Situation

At least 50
killed. Many
others were
detained &
severely
beaten.

Federal
Govt
(Nigerian
Military)

-

Amnesty
International

At least 12
killed. Many
others critically
wounded.

Federal
Govt
(Nigerian
Military)

-

Amnesty
International

9 killed

Federal
Govt

Amnesty
International

January 1996 The Internal Security Task Force,
the joint military/mobile police
force which occupied Ogoniland
since April 1994, detained
supporters of the Movement for
the Survival of the Ogoni People
who were commemorating Ogoni
Day.
March 1997 Formation of a new local
- May 1997
government area, LGA (Warri
South West) and the location of
its headquarters in that town
rather than in Ogbe-Ijoh where it
was originally planned. This was
done by the then military regime.

At least 20 and
possibly as
many as 100
people
detained.

Federal
Govt

MOSOP's campaign was
against
environmental
damage
by
oil
companies
and
for
increased autonomy for
the Ogoni ethnic group.
This was a continuous
situation
throughout
much of 1996.

100s. Reported
killed; More
than 200,000
barrels per day
(bpd)
production were
closed down for
some weeks
Scores dead;
Unknown
numbers taken
hostage.

State Govt Commission was setup HRW
to investigate; no reports
were ever published.

At least 20
people killed,
many other
assaulted.

Federal
Govt

March - July The relocation of two local
1997
government headquarters led to
scores of deaths in communal
unrest between March and July
around Warri, where oil-workers
were taken hostage and a military
taskforce sent in.
January 1998 Batom Mitee, brother of Ledum
Mitee, Acting President of
MOSOP, and Tombari Gioro were
among dozens of MOSOP
supporters arrested by armed
troops in Bori, the main town in
Ogoniland, to stop them
celebrating ''Ogoni Day''.

Casualties
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Cause

Militants &
Federal
Govt

Amnesty
International

-

Amnesty
International

They were reported to
have been beaten with
rifle butts and electric
cables, and
subsequently to have
been denied food and
medical attention for
their injuries. They and
other Ogoni detainees
were detained without
charge or trial until May.

Amnesty
International

Time
May 1998

Situation

Casualties

Two youths were shot dead in
2 killed
disputed circumstances when the
military ended the occupation of
an offshore oil platform by
members of the Ilaje community.

Cause
Nigerian
Military

October 1998 Clashes between Ijaws and
At least 5 shot
Itsekiris, 2 local tribes in the Niger dead and a
delta region.
large number of
houses set on
fire. Oil exports
reduced by
several hundred
thousand bpd
for several
weeks
December 31 Fatal shooting by soldiers of at
15 killed
1998
least three Ijaw youths holding a
peaceful demonstration in
Yenagoa, the capital of Bayelsa
State demanding the withdrawal
of oil companies operating in
Nigeria. Another 12 deaths were
reliably reported but their names
not confirmed.

Ethnic
Conflict

December
1998

Pipeline blast

700 killed

January 4 –
10 1999

Soldiers killed tens of Ijaw youth
and seriously assaulted many
others in the course of a military
crackdown in Yenegoa, Bayelsa
State after a call by Ijaw groups
for the military and the oil
companies to leave Ijaw
territories
Soldiers using a Chevron
helicopter and Chevron boats
attacked villagers in 2 small
communities in Delta state, Opia
and Ikenyan.

At least 20
people killed,
many other
assaulted.

Ethnic
Conflict &
IOCs
Federal
Govt
(Nigerian
Military)
& IOCs

January 4
1999

At least 4
people were
killed and more
than 50
missing. Most
of the villages
were burnt to
the ground.
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Federal
Govt
(Nigerian
Military)
& IOCs

IOCs &
Federal
Govt

Actions

Source

Increased hostageAmnesty
taking of oil workers and International
attacks on oil
installations by youths
from Niger delta
communities seeking a
share of oil revenues,
development assistance
or compensation for
environmental damage
by oil companies.
Curfew declared (but
HRW
ignored) in Warri town by
the state government.

The Military
HRW
Administrator of Bayelsa
State declared a state of
emergency, imposed a
dusk to dawn curfew,
and banned all
meetings. At least twelve
demonstrators were
arrested and taken to an
army camp outside Port
Harcourt.
Country
Watch
-

HRW

Chevron has alleged to a HRW
committee of survivors of
the attack that this was a
“counterattack” resulting
from a confrontation
between local youths
and soldiers posted to a
Chevron
drilling
rig.
Community
members
deny that any such
confrontation took place.

Time
March 1999

Situation

Casualties

Cause

An explosion at the Obite gas
plant in Rivers State killed five
employees. There had been
longstanding community
concerns about the gas plant.
Young people including children
aged 14 and 15, were reportedly
wounded in nearby Ogbogu when
a joint military and paramilitary
police anti-robbery unit reportedly
fired on protestors.
Time of hand-over from a military
to civilian government in Nigeria,
serious violence once again
broke out in and around Warri,
when new local government
officials were due to be sworn in
for the contested local
government area created in 1997.

At least 25
killed.

IOCs &
Nigerian
Military

Up to 200
people were
reported to
have been
killed in raids by
ethnic Ijaw and
Itsekiri militia on
areas inhabited
by members of
the other ethnic
group.

Federal,
State &
Local
Govts

September
21 1999

According to local activists, a
confrontation between youths and
security forces on September 9,
in which a soldier may have been
killed, led to indiscriminate
retaliatory attacks on youths in
Yenegoa and surrounding areas.

Nigerian
Military &
Niger delta
youths

October 28
1999

In Choba, Rivers State, soldiers
dispersed demonstrators outside
the premises of Willbros Nigeria
Ltd., a subsidiary of an American
contractor to the oil and gas
industry, based in Oklahoma.

Several dozen
people were
said to have
been killed over
a 2 week
period.
Casualties are
said to include
men, women &
children.
Soldiers killed 4
people and
raped a number
of women from
the community.

Late May
/June 1999

November 19 The army destroyed the town of
1999
Odi, Bayelsa State and killed
scores of civilians in retaliation for
the murder of 12 policemen by a
local gang.
March/ April Repressive force was once again
2000
used in Ogoniland, when
paramilitary Mobile Police
deployed to the village of K-Dere,
Gokana local government area.

Said to be in
the thousands

Several Ogoni
civilians were
killed and a
number of
others detained
for various
periods and
charged with
offenses.
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Actions

Source

-

Amnesty
International

Curfew imposed for HRW
months. Hundreds of
government
troops
deployed to Warri town
and
its
environs.
President
Obasanjo
visited Warri on June 11,
1999, & pledged to find a
fair solution to the
problems. In September
1999, the Delta State
Assembly passed a bill
moving the Warri South
West local government
headquarters
from
Ogidigben to Ogbe Ijoh.
HRW

Fed. Govt
(Nigerian
Military)

The Nigerian federal
government dismissed
the reports of rapes,
asserting that the
photographs alleged to
show the soldiers
assaulting the women
were staged.
Militants &
Fed. Govt
(Nigerian
Military)

HRW

Ethnic
Conflict &
Fed. Govt
(Nigerian
Military)

HRW

-

Globalsec
urity.org

Time

Actions

Source

Police shot dead at least one
person, 18-year-old Barinaadua
Gbaraka, and burned down
homes in K-Dere village in Rivers
State after residents opposed a
road-building project by the Shell
oil company. Several residents
were detained and reportedly
assaulted.
May, June,
Police task force in Abia State
September
reportedly killed at least three
2000
people in the Osisioma area
suspected of stealing fuel from
ruptured pipelines.
July, 10 2000 Six villages were covered in oil
and set ablaze from a pipe blast,
burning an estimated 300 people
alive.
July, 25 2000 Pipeline blast

Situation

At least 1 killed. State Govt
Homes burned. (Police) &
IOCs

-

Amnesty
International

At least 3 killed. State Govt
(Police), &
Militants

-

Amnesty
International

300 killed

Ethnic
Conflict &
IOCs

-

Country
Watch

200 killed

-

Country
Watch

Sept/Nov
2000

Casualties
unknown

Ethnic
Conflict &
IOCs
State Govt
(Police), &
Militants

-

Amnesty
International

At least 8 killed. State Govt
(Police), &
Militants

-

Amnesty
International

8 were killed at Ethnic
the site, and
Conflict &
another died
IOCs
later in hospital.

-

HRW

1 killed.

-

Amnesty
International

April 2000

Police task force was alleged to
have looted and burned property
of relatives or associates of
suspected fuel thieves. There
were reports that they fired
indiscriminately at residents of
several villages, burned and
ransacked homes, and looted
property
October 2000 Troops guarding an oil facility
belonging to the Agip oil company
fired on protesters from the
nearby town of Olugbobiri,
Bayelsa State. About 50 youths in
speedboats had reportedly
intended to shut down production
after disagreements over a roadbuilding project.
December
Soldiers and naval personnel
2000
posted at a flow station operated
by Agip opened fire on several
boats without warning. The
youths in the boats dived into the
water to escape.
June 2001
One Friday Nwiido, aged 29, was
shot by the paramilitary Mobile
Police in Baen, Rivers State, in
the Niger delta. He had been in
dispute about pay with his former
employer, Shell (SPDC), and the
police were looking for him after
he was accused of using a
company vehicle without
permission. He was reportedly
unarmed and did not constitute a
threat when he was shot as he
responded to a request to report
to the police.

Casualties
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Cause

State Govt
(Police)

Situation

Casualties

August 8,
2001

Time

Several hundred Ijaw, Itsekiri and
Urhobo women staged a peaceful
protest outside the operational
headquarters of the oil companies
Shell and Chevron-Texaco in
Warri,
Delta State.

-

Early 2003

Lead up to state and federal
elections held in April and May;
Urhobos alleged being
disadvantaged. Urhobo youths
attacked an Itsekiri area on the
afternoon of January 31, and
began to loot and burn property.
Itsekiri youth collected at the
stadium where the primary voting
was taking place then retaliated in
response to reports of this raid.
Reports of random shootings by
Nigerian armed forces.
Sustained violent, brutal conflict
due to Ijaw political discontent;
Clashes between Ijaw militia and
the Nigerian navy over illegal oil
bunkering.

12 – 200 killed.
Traditional
ruler’s estate
destroyed;
More than
6,000
displaced.

March 2003

March 2003

March 3,
2003

Seven oil workers were
7 oil workers
kidnapped, prompting major shut kidnapped
down of oil facilities and
withdrawal of staff, reducing
output by more than 750,000
barrels per day (40 % of national
output).
Federated Niger delta Ijaw
Communities (FNDIC), an
organization of youth militants
issued an ultimatum giving the
Nigerian government 7 days to
meet a series of demands:
the redrawing of electoral wards
in Warri South West LGA,
troop withdrawal from Ijaw
communities,
reversal of April 2002 Supreme
Court ruling that offshore oil
revenue belongs to the Nigerian
federal government and is not
subject to the constitutional
requirement that a 13 % share be
returned to the state of derivation,
and
withdrawal of expatriate oil
company staff—or face “mass
action” to “reclaim” the creeks of
the riverine areas. FNDIC advised
the international oil companies to
leave the area until the
government met their demands.
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Cause
State
Govt.
(Police)

Federal
(Nigerian
Miltary),
State &
Local
Govts

Actions

Source

Some of the women,
Amnesty
who said the protests
International
were violently broken up
by soldiers and Mobile
Police officers, had scars
and bruises, which they
said had been caused by
beatings, floggings &
kicking.
HRW

Ethnic
Conflict,
Federal
Govt
(Nigerian
Military), &
IOCs
Oil TNCs

-

HRW

-

HRW

Federal
Govt &
IOCs

-

HRW

Time

Situation

Casualties

Cause

March 12,
2003

Clash between government
forces and Ijaw militia during
illegal bunkering in the areas of
SPDC [the Shell Petroleum
Development Company of Nigeria
Ltd] Jones Creek Oil fields

Several soldiers Federal
& sailors & up
Govt &
to 5 militia
IOCs
members killed.
SPDC staff & 3
Nigerian police
officers taken
hostage by
armed youths;

March 17,
2003

Itsekiri leaders claimed Ijaw militia
attacked several Itsekiri villages
in well-planned raid. Nigerian
government forces had been
using Itsekiri communities as
bases from which to target Ijaw
militia.

60 Ijaws &
dozens of
Itsekiris and
others killed

March 19 24, 2003

Attacks on TNCs flow stations by
youth militants; SPDC & Chevron
closed many flow stations in Delta
State as a result of the violence,
evacuating employees. Total
(formerly Elf Petroleum Nigeria
Ltd, EPNL) also closed its
production in the area. FNDIC
announced that it had seized 11
oil facilities and threatened to
blow them up if government
attacks on Ijaw villages did not
cease.

Severe impact IOCs &
on oil
Federal
production;
Govt.
SPDC &
Chevron
reported total
loss in output of
320,000 bpd &
440,000 bpd
respectively. By
March 24,
combined total
loss of
production was
more than
800,000 bpd,
40% of
Nigeria’s usual
oil output.
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Ethnic
conflict

Actions

Source

Witnesses described
HRW
indiscriminate shootings
both by the government
forces and by ethnic
militia; Commanding
officers of the army &
navy based in Warri,
denied any village raid
allegations. Shell staffs
were eventually released
& police officers held
(presumed dead).
Chevron Nigeria Ltd &
HRW
SPDC assisted in the
evacuation of hundreds
of affected villagers,
airlifting over 2,000
displaced community
members, mostly
Itsekiris, who had sought
shelter at their stations.
Both TNCs declared
HRW
force majeure—an
inability to fulfill their
obligations due to events
beyond their control—on
their Nigerian exports.
Not till the 2nd week in
April did production
resume. As of August
11, SPDC was still down
125,000 bpd, and
ChevronTexaco by
140,000 bpd; Total had
not restarted its own
7,500 bpd closed in
since March. By October,
SPDC was reporting
production reduced by
80,000 bpd and CNL still
by 140,000 bpd.

Time
April 11,
2003

Situation

Casualties

Armed Ijaw militia in about 7
speedboats attacked Koko, an
Itsekiri community and the
headquarters of Warri North LGA.
Mangrove forest areas
inaccessible due to closed
waterways.

At least 1 govt
soldier killed &
tens of civilians
(including 4
children); 10
bodies found
beheaded.
About 50 govt.
buildings burnt;
Militia broke
into armory
used by the
soldiers &
reportedly took
rifles &
ammunition.

Ethnic
Conflict

Gun fights
between youth
militia & the
military;
Continued
looting,
destruction of
property and
killings.
Dozens killed.

Federal,
State and
Local
Govts.

Ethnic
Conflict

-

HRW

100s killed,
1,000 injured,
thousands
displaced.
Number of
casualties is
unknown;
FNDIC claims
130 Ijaw dead;
Itsekiris claim
250 Itsekiri had
died in 2003—
and around
2,000 since
1997. The army
claimed in
September that
9 soldiers had
been killed
since March;
and the navy
that 1 sailor had
been killed & 8
injured.
More than a
dozen killed.

Ethnic
Conflict

-

HRW

Ethnic
Conflict

-

HRW

Ethnic
Conflict

-

HRW

April 12, April National Assembly elections,
19, May 4,
gubernatorial and presidential
2003
elections, and state house of
assembly elections were held,
respectively. Violence continued
throughout this period, as FNDIC
threatened to consider any
delivery of election materials an
“act of war”.
July 2003
Attacks and counter-attacks
continued in the creeks, between
Ijaws and the Itsekiris.
August 22,
Continued fighting between the
2003
Ijaws and the Itsekiris.

September
2003

Itsekiri leaders claimed more than
30 of their communities had been
attacked by Ijaw militia and
remained virtually deserted.
Meanwhile, Ijaw informants
asserted that around nine Ijaw
communities had reportedly been
attacked either by Itsekiri militia or
by members of the government
security forces.

October 2003 Fresh clashes between ethnic
militants
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Cause

Actions

Source

By September 2003,
HRW
while some rebuilding
had taken place, many
people who had fled the
town had not returned,
and traffic on the river,
usually a busy
thoroughfare, was
nonexistent. Neither the
Delta State nor the
federal government had
provided any relief
assistance to the people
affected by the violence
by September. Although
the state governor had
promised that those
whose houses were
destroyed would be
given access to an
existing nearby new
government housing
development, this
promise had not been
fulfilled.
A heavy deployment of
HRW
government troops and
mobile police was
needed to restore order,
and the hours of curfew
were increased

Time
January
2004

February 4,
2005

Situation
The Ohoror-Uwheru community in
Ughelli North Local Government
Area in Delta State was attacked
by armed men, reportedly
including members of Operation
Restore
Hope, a joint military and police
task force.

Soldiers fired on protesters at
Chevron’s Escravos oil terminal
on the coast of the western Niger
delta. Protesters were from
Ugborodo, an Itsekiri community
located within sight of the oil
terminal. According to the
community, the protest was over
the company's failure to fulfill an
agreement to provide jobs and
development projects to the
community
February 19, Soldiers raided the Ijaw
2005
community of Odioma, Bayelsa
State, burning it to the ground.
The attack was ostensibly to
arrest members of an armed
vigilante group suspected of
killing four local councilors and
eight others earlier that month.
Members of this armed vigilante
group were reported to have been
recruited by a sub-contractor of
Shell's subsidiary in Nigeria.
June 15,
A group calling itself the Iduwini
2005
National Movement for Peace
and Development claimed
responsibility. Three days later,
all six workers were released but
their kidnappers stated that Shell
was still under threat as it had yet
to follow through on promises of
development in the region.
August 2005 Attacks by NDPVF killed at least
16 bystanders in Port Harcourt,
Rivers State.
August 2005 An NDPVF gunman opened fire
on a busy restaurant in the heart
of Port Harcourt city, killing a
waitress and 4 customers.
January 2006 A raid by NDV on the waterfront
community of Amadi Ama left as
many as 4 bystanders dead in a
shootout with rival fighters. NDV
arrived by boat in the middle of
the night and began firing at
houses.
February
The first high-profile seizure of oil
2006
workers occurs. Militants of the
Movement for the Emancipation
of the Niger delta (MEND), a
group representing numerous
militant factions, abduct nine
expatriate oil workers.

Cause

Actions

Source

An unknown
number of
civilians were
killed in
the attack and
as many as 50
women and
girls were
reportedly
raped
1 man was
killed and at
least 30 others
injured.

Casualties

Federal &
State Govt

-

Amnesty
International

Ethnic
Conflict

-

AIC

17 were killed
and 2 women
were raped.

State/Loca
l Govt

-

AIC

6 Shell workers
kidnapped

IOCs

-

Globalsecur
ity.org

At least 16 were Militant
killed
groups

-

HRW

5

Militant
groups

-

HRW

4

Militant
groups

-

HRW

9 expatriate oil
workers
kidnapped

Militant
groups

-

http://www.g
lobalsecurit
y.org
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Time

Situation

Casualties

Actions

Source

August 2006

Militants kidnapped four Filipino
employees of a Norwegian oil
firm. A few months earlier, five
Korean oil workers were taken
hostage.
Thousands of Nigerian oil
workers took part in a two-day
strike in September, to protest
against growing insecurity in the
Niger delta. The strike was called
after one man was killed and two
injured when militants attacked a
supply ship working for US oil firm
Chevron. Three weeks earlier, a
Shell employee died during a
firefight between militants and
government forces.
Soldiers invade Okochiri village,
near the main oil city of Port
Harcourt, said to be a hideout for
suspected kidnappers of oil
workers.

4 Filipino
employees of a
Norwegian oil
firm kidnapped

Militant
groups

-

4 deaths

IOCs

-

http://www.e
thicalcorp.c
om/content.
asp?Conten
tID=4565
http://www.e
thicalcorp.c
om/content.
asp?Conten
tID=4565

No casualties
reported

Militants

-

IRIN NIGERIA
http://www.g
lobalsecurit
y.org

October 2006 Army confirmed the killing of nine 9 soldiers killed
soldiers in a clash with militants.

Militants

-

October 2006 Hundreds of villagers occupy four
oil pumping stations in the Niger
delta saying oil company Shell
reneged on a promise to give
supply contracts to the host
community.
October 2006 Criminal gangs take oil workers
hostage

No casualties
reported

IOCs

-

IRIN NIGERIA
http://www.g
lobalsecurit
y.org
IRIN NIGERIA
http://www.g
lobalsecurit
y.org

At least 20
kidnapped

Militants

-

November
2006

Soldiers and militants clash in
Bayelsa state and at least two
militants die in the shootout.

2 militants killed Militants &
Nigerian
Military

-

December
2006

3 Italian oil workers seized.

3 oil workers
kidnapped

Militants

-

Over 32 killings

Militants &
Nigerian
Military

-

IRIN NIGERIA
http://www.g
lobalsecurit
y.org
IRIN NIGERIA
http://www.g
lobalsecurit
y.org
IRIN NIGERIA
http://www.g
lobalsecurit
y.org
Amnesty Intl

Dozens killed
and more than
150 injured.

Militants

-

HRW

September
2006

September
2006

August 2007

The Joint Task Force (JTF)
intervened in a clash between two
rival gangs in Port Harcourt,
Rivers State, using helicopters
and machine-guns and killing at
least 32 gang members,
bystanders and members of the
security forces.
July - August Armed gangs, competing for a
2008
greater share of illegal state
government handouts staged
pitched battles in the streets of
Port Harcourt, Rivers State. A turf
war over access to government
patronage.
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Cause

Time
August 2008

September
2008

Situation

Casualties

The Nigerian military raided the
village of Agge in Bayelsa State

At least four
people were
killed
Militants declare an “oil war” in
which they step up attacks on oil
facilities and security forces,
sparking the heaviest clashes in
the region in two years.

September
2008

Militants take 27 oil workers
hostage, later releasing all but
two.

February,
2009

Militants
attack
a
helicopter for first time.

27 oil workers
kidnapped. 25
released later.

civilian No reported
casualties

May 13, 2009 Govt soldiers (Joint Task Force)
crack down on Movement for the
Emancipation of the Niger delta
(MEND) militants. Villages
impacted were Okerenkoko,
Korte and Oporoza.
May 21, 2009 Nigerian Military Attack on Niger
delta Villages. The military
offensive began eight days ago
but has received little
international attention.

People report
high civilian
casualties, up
to 100. Govt
discredits such
claims.
Nigerian military
was accused of
killing
hundreds,
maybe
thousands, of
civilians in the
Niger delta.
May 31, 2009 The militants, in a not so
Civilian
audacious reaction, at 2.00am on Casualties, as
the 25th of May disrupted
at the time of
operations at the following flow
this writing, has
been put at 3,
stations, Otunana, Abiteye,
Makaraba and Dibi, which feed
000.
Chevron tank in Delta State,
staying about 100,000 barrels of
crude oil.
June 2, 2009 Men of the JTF killed seven
7 militants killed
militants along the Bakana
waterways in Rivers State.
According to sources, the NNS
Pathfinder of the Nigerian Navy
on patrol of the waterway
stumbled on the militants who
opened fire on them. But the
militants were overpowered by
superior fire power of the navy.
June 2009
MEND rejects amnesty plans by
The group
the government and vows to
claims at least
20 soldiers
continue attacks on the oil
industry until the "injustice" to the were killed in
oil-rich region is corrected. At
one of the
least six high-profile attacks on oil attacks on
well heads, offshore platforms,
Shell’s
major pipelines and oil pumping
Forcados
stations are reported.
offshore
platform in
Delta state.
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Cause
Nigerian
Military

Actions

Source

-

Amnesty Intl

Militants & On
September
13
Nigerian
government
security
Military
forces allegedly raze
three villages in Rivers
state in search of MEND
member Farah Dagogo.
Militants
-

Militants

-

Militants & Military granted access
Nigerian
to red Cross on May 26,
Military
and not to all areas.

Nigerian
Military

-

Militants & Alarmists say Nigeria
IOCs
may be on the verge of
another civil war even as
indigenes of the SouthSouth court international
appeal, screaming
genocide.

IRIN NIGERIA
http://www.g
lobalsecurit
y.org
IRIN NIGERIA
http://www.g
lobalsecurit
y.org
IRIN NIGERIA
http://www.g
lobalsecurit
y.org
IRIN NIGERIA
http://www.g
lobalsecurit
y.org
Democracy
Now
http://www.d
emocracyno
w.org/2009/
5/21/nigeria

http://www.a
mericanchro
nicle.com/ar
ticles/view/1
04414

Militants
IOCs &
Nigerian
Military

-

Newswatch
Nigeria

Militants

Chevron evacuates
hundreds of workers
from the Niger delta after
the attacks.

IRIN NIGERIA
http://www.g
lobalsecurit
y.org

Time

Situation

Actions

Source

July 12 2009

MEND commits a rare raid on an
oil offloading facility in Lagos, the
group’s first attack outside the
Niger delta in several months.

Five people are Militants
killed in the
attack.

Casualties

Cause

-

December
2009

MEND delivers what it calls a
“warning” strike by destroying a
major crude pipeline in the Niger
delta on 19 December.

No casualties
reported

-

IRIN NIGERIA
http://www.g
lobalsecurit
y.org
IRIN NIGERIA
http://www.g
lobalsecurit
y.org

Militants

Sources: HRW - Human Rights Watch. (http://www.hrw.org),
Country watch – Nigeria (http://www.countrywatch.com/pdfs/reviews/B3Z95MZL.01b.pdf),
AIC - Amnesty International Canada (http://www.amnesty.ca/take_action/actions/nigeria_oil_poverty.php)

While some of the conflict outbreaks recorded in the table are existing ones that
stem from the conflict-riddled history of the Niger delta region, others are new outbreaks
as a result of the activities of oil companies in the area, and unfair resource distribution
among the different ethnic groups. To this point in the paper, conflict has been discussed
as if all IOC-related conflicts are the same. But in fact, the conflicts that arise from
various types of IOC activities may be broken into the following 4 categories:
i.

Conflicts that arise from day-to-day interactions between the IOCs (or
their liaison officers) and the local communities;

ii.

Conflicts around a particular issue, such as an oil spill;

iii.

Random acts of violence, e.g. local communities that get frustrated with
the government (federal, state or local) and attack IOC infrastructure just
to elicit some kind of response;

iv.

Historical ethnic conflict. These are conflicts that are born out of a history
of rivalry and conflict between ethnic groups over issues ranging from
land disputes to ancestral monarchy rights.
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The fact of the matter is that the conflict situation in the Niger delta is so complex
that trying to disaggregate its various forms will prove to be an exercise well beyond the
scope of this research effort. As such, all conflicts that have been discussed within this
paper and will be analyzed in the subsequent sections are assumed to span one or more of
the above categories.

7.3.1 Data
The amount of oil versus non-oil FDI that was realized by the country in the years
of the recorded conflict incidents was also captured in the data set. This was used to
determine if an increase in oil-FDI is a good predictor of conflict escalation in the Niger
delta. Given the lack of exact figures on oil versus non-oil FDI for the purpose of this
research, the split between the two was done with the assumption that oil FDI generally
accounts for about 80% of total FDI inflow to the country.

Table 28 – Oil - Non-Oil FDI Inflows to Nigeria, 1990 - 2009

Year
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001

$
$
$
$
$
$
$
$
$
$
$
$

oilfdi
802.40
899.20
925.60
1,502.40
1,829.60
1,016.80
1,752.80
1,313.60
968.00
942.40
1,048.00
1,021.60

nonoilfdi
$ 200.60
$ 224.80
$ 231.40
$ 375.60
$ 457.40
$ 254.20
$ 438.20
$ 328.40
$ 242.00
$ 235.60
$ 262.00
$ 255.40
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TotalFdi
$ 1,003.00
$ 1,124.00
$ 1,157.00
$ 1,878.00
$ 2,287.00
$ 1,271.00
$ 2,191.00
$ 1,642.00
$ 1,210.00
$ 1,178.00
$ 1,310.00
$ 1,277.00

2002
2003
2004
2005
2006
2007
2008
2009

$ 1,632.00
$ 1,736.80
$ 1,701.60
$ 3,982.61
$ 11,164.80
$ 4,869.60
$ 5,451.20
$ 4,680.80

$ 408.00
$ 434.20
$ 425.40
$ 995.65
$2,791.20
$1,217.40
$1,362.80
$1,170.20

$ 2,040.00
$ 2,171.00
$ 2,127.00
$ 4,978.26
$ 13,956.00
$ 6,087.00
$ 6,814.00
$ 5,851.00

Source: World Investment Report, 2010
Oil FDI calculated as 80% of Total FDI Inflow

Oil vs. Non-Oil FDI Inflows, 1990 - 2009
$12,000.00

US ($) Millions

$10,000.00
$8,000.00
$6,000.00
oilfdi
$4,000.00

nonoilfdi

$2,000.00

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009

$-

Year
Figure 17 – Oil-Non-oil FDI Inflows to Nigeria, 1990 - 2009

It is important to note that the spike in FDI that was observed in 2006 was largely
attributable to the forgiveness of Nigeria’s debt by the Paris Club of creditors and other
lenders (DMO News 2006). This action boosted investor’s confidence in the country
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resulting in an overwhelming increase in foreign investment during that time. While
some of that investment would have been seen in the oil sector, some of it also went to
other multibillion dollar capital projects such as the building of railroads, power plants,
roads and other infrastructure. As such, the amount of oil fdi in the dataset for 2006 may
be somewhat exaggerated.

7.3.2 Empirical Analysis
There are a few interesting observations that were made in the analysis of the
compiled conflict data. Looking at the spread of the data, we find that the most number of
conflicts (13; 25.49%) were recorded in 2003 which happened to be a year in which there
was a democratic government in place and no election during the year. The next highest
number of conflicts (10; 19.61%) was in 2006 which was also a year of democratic
government and not an election year.

Table 29 – Frequency of Conflict observed in each year
year |conf freq regime polclimate oilfdiincr
------------+------------------------------------------1997 |
1
2
1
0
1998 |
3
2
0
0
1999 |
2
0
1
0
2000 |
3
1
0
1
2001 |
0
1
0
0
2002 |
0
1
0
1
2003 |
13
1
0
1
2004 |
1
1
0
0
2005 |
5
1
0
1
2006 |
10
1
0
1
2007 |
1
1
1
0
2008 |
4
1
0
1
2009 |
8
1
0
0
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------------+------------------------------------------Total |
51
regime: 0 – Transitional, 1 – Democratic, 2 - Military
polclimate: 0 – No elections, 1 – Election year
oilfdiincr: 0 - No, 1 - Yes

Although this observation may seem a bit counter-intuitive, i.e. observing more
conflicts during “peaceful” regimes, it actually hints at underlying effects of democracy
that may not be so easily apparent at first glance. For one, it suggests that people are
more inclined to express themselves (by way of protests, riots, strikes, etc) when they feel
like they have a government that respects their right to do so. One could also argue that
there is a lag time between when a new regime comes into power and when the people
start to feel like their expectations of the regime are not being met. And so it would seem
that in the middle of a “peaceful” regime, people all of a sudden start to agitate for
change.

In all the years in the dataset, conflicts were recorded except for 2, 2001 and
2002. In 7 out of the 13 years in the dataset, there was no increase in FDI. Increases in
FDI were only observed in 2000, 2002, 2003, 2005, 2006 & 2008. Of the 51 observed
conflicts, 23 (45%) resulted in disruption of oil production in the Niger delta region. Of
the 51 observed conflicts, an overwhelming 47 (92.16%) had a hostility level of 4, “Use
of force”. 20 of the conflicts (39.22%) were caused by militant forces, 10 (19.61%) were
caused by ethnic clashes between warring towns, 9 (17.65%) by IOCs, and 12 (23.53%)
by the federal, state and local governments.
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Table 30 – Conflict /Oil FDI Increase Tabulations
conflict | Freq.
Percent
Cum.
----------+--------------------------0 |
2
15.38
15.38
1 | 11
84.62
100.00
----------+--------------------------Total | 13
100.00

hostlev | Freq. Percent
Cum.
--------------+----------------------None|
1
1.96
1.96
No mili action|
1
1.96
3.92
Threaten force|
1
1.96
5.88
Display force |
1
1.96
7.84
Use of force|
47
92.16
100.00
--------------+----------------------Total |
51
100.00

oilfdiincr | Freq. Percent
Cum.
-----------+-------------------------0 | 7
53.85
53.85
1 | 6
46.15
100.00
-------------------------------------Total | 13
100.00

cause | Freq. Percent
Cum.
-------------+-----------------------State/Loc Gov |
4
7.84
7.84
Federal Gov |
8
15.69
23.53
Ethnic Cnflct | 10
19.61
43.14
IOCs |
9
17.65
60.78
Militants | 20
39.22
100.00
-------------+-----------------------Total | 51
100.00

oilDisrupt | Freq.
Percent
Cum.
-----------+------------------------0 |
28
54.90
54.90
1 |
23
45.10
100.00
-----------+------------------------Total |
51
100.00

The most type of action observed during conflicts was killings (39.22%) followed
by ethnic clashes (17.65%) and pipeline vandalism (13.73%).

Table 31 – Frequency of Actions observed across the dataset
action | Freq.
Percent
Cum.
----------------------+----------------------------No militarized action|
2
3.92
3.92
Threat to use force|
1
1.96
5.88
Threat to declare war |
1
1.96
7.84
Show of force |
1
1.96
9.80
Ethnic clash |
9
17.65
27.45
Kidnapping |
6
11.76
39.22
Rape |
1
1.96
41.18
Property vandalism |
1
1.96
43.14
Pipeline vandalism |
7
13.73
56.86
Oil bunkering |
2
3.92
60.78
Killing |
20
39.22
100.00
----------------------+-----------------------------Total |
51
100.00
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When correlated against each other, the variables that were found to have strong
correlations were ‘polclimate’ and ‘cause’ (-0.4128), ‘injuries’ and ‘polclimate’ (0.3935), ‘oilfdiincr’ and ‘polclimate’ (-0.4315), and ‘hostlev’ and ‘action’ (0.7378).
These correlations indicate the following:
•

About 17% of variation in the cause of conflict is explained by the political climate in
the country.

•

About 15% of variation in the volume of injuries that occur during a conflict is
explained by the political climate in the country.

•

19% of variation in oil FDI is explained by the political climate in the country.

•

54% of variation in the hostility level of a conflict is explained by the kind of actions
that occur during that conflict. For example, if a conflict is defined by kidnapping for
a specific cause with no intent to cause harm, the hostility level for that conflict
would be lower compared to the kidnapping, rape and subsequent killing of victims
by aggrieved militant groups.

Table 32 – Conflict/FDI Increase Correlations
| cause
regime polcli~e fatality injuries oilfdi~r oildis~t
action hostlev
---------+--------------------------------------------------------------------------cause | 1.0000
regime | 0.0732
1.0000
polclim |-0.4128 -0.2476
1.0000
fatality |-0.0495 -0.0003
0.2496
1.0000
injuries | 0.2590 -0.0992 -0.3935 -0.1449
1.0000
oilfdiinc | 0.2318 -0.1702 -0.4315 -0.2642
0.1608
1.0000
oildisrup | 0.2386
0.2426 -0.1178
0.0369
0.0681 -0.1515
1.0000
action | 0.1398 -0.0144 -0.0708
0.0824
0.0022 -0.1049 -0.0946
1.0000
hostlev | 0.0290
0.0304
0.0771
0.0234 -0.0619 -0.1218 -0.1323
0.7378 1.0000
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In summary, from the data that was analysed, we are able to draw some definite
conclusions with regards to the relationship between oil FDI and conflict. For example,
from the compiled conflict dataset we find that in each year that oil FDI increased, at
least one conflict incident was observed. And although this correlation between the two
variables is not significant in that dataset, in the 30-country analysis we find that when a
country chooses to invest primarily in its extractive sector to the detriment of other
sectors, i.e. stifling the growth potential of other sectors of the economy, it creates an
environment that is conducive to the outbreak of conflict. This is not unique to Nigeria
and is in fact indicative of some of the difficulties of managing and effectively harnessing
the power of extractive FDI. The concluding sections of this research expand on that idea
and proffer some public policy recommendations that can aid economies in avoiding such
outcome. The data also finds that conflict related to FDI appears wholly absent in
countries where FDI is mainly in non-extractive sectors. This too has important policy
implications for governments and policy makers as they try to find the most effective
ways to invest in the economic development of their countries.
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CHAPTER 8: CONCLUSION

8.1 Introduction
This section summarizes the key discussions that have been raised in this paper
and the arguments concerning the issues of lack of economic development in Nigeria and
the conflict situation in the Niger delta. It discusses the policy relevance of the study, and
makes recommendations on how it may be enhanced, proffering ideas for future research.

8.2 Summary of Findings
The single case study that was done on the Niger delta essentially found that the
people of the Niger delta have been severely undermined, exploited and taken advantage
of by the oil companies and their leaders at all levels of government, resulting in total
impoverishment and under development of the region, and creating a serious security
problem. The surveys found that the perception of corruption among the elites is a serious
problem in the region, as is the escalating actions of warring factions. The entire situation
is regarded by many as critical, and if left unchecked it is felt that the conditions could
lead to the outbreak of a civil war.

In the multi-case study, the FDI and compiled conflict data found there to be no
significant correlation between an increase in oil FDI and the outbreak of conflict,
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however, the 30-country analysis found that when a country chooses to invest primarily
in its extractive sector to the detriment of other sectors, i.e. stifling the growth potential of
other sectors of the economy, it creates an environment that is conducive to the outbreak
of conflict. This is not unique to Nigeria and is in fact indicative of some of the
difficulties of managing and effectively harnessing the power of extractive FDI.

If the issues in Nigeria and the Niger delta could be reduced to a set of equations, they
would look like this:
µi = c + β1αi1 + β2αi2 + β3αi3 + εi ----------- (1)
Where:
µi - Under-development
β1 – Poverty
β2 – High Crime rate
β3 – Weak leadership/institutions

i = 1 .. n

ε – Error term
α – Coefficient
c - Constant

γi = c + β4αi4 + β5αi5 + β3αi3 + β6αi6 + β7αi7 + εi -- (2)
Where:
γi - Conflict
β4 – Oil FDI
β5 – Inequitable resource distribution
β6 – Corruption
β3 – Weak leadership/institutions

i = 1 .. n

β7 – Ethnic rivalry
ε – Error term
α – Coefficient
c – Constant

ψi = υεi >> υci --------------------------------- (3)
ψi → γi
Where:
ψi – Relative Deprivation
γi - Conflict
υε - Value Expectations
υc - Value Capability
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i = 1 .. n

The fact of the matter is that Nigeria has not been able to realize much benefit
from its oil industry as a result of an endemic culture of corruption which has pervaded
the elite and government officials (federal, state and local) and led to weak governmental
institutions. This coupled with high crime rate and a significant majority of the
population living below the poverty line has resulted in widespread economic
underdevelopment throughout the country. Conflict continues to plague the Niger delta
due to inequitable distribution of resources and the lack of government will power to
control the behavior of oil MNCs in the interest of the country. Again, it is an issue of
corruption. Without the implementation and enforcement of development-enabling
policies, foreign investment (particularly in the extractive industry) tips the balance of
power among investing entities, local leaders and authorities in favor of investing entities,
such that they have significant influence over key decision-making processes in host
countries, thereby eroding host countries’ sovereignty. This problem of conflict in
regions where FDI is directed is not unique to Nigeria and is in fact indicative of some of
the difficulties of managing and effectively harnessing the power of FDI. In the case of
extractive FDI, these difficulties increase exponentially due to the contentious nature of
the product.

Throughout much of this discourse, the conversation has been centered around the
key variables, conflict and extractive FDI, the former being the dependent variable and
the latter, the independent variable. However, also woven into the fabric of the
conversation has been the presence of some “intermediary” variables such as corruption,
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poor governance, poverty, etc., which play a very important role in the relationship
between conflict and extractive FDI.

Figure 18 – Conceptualization of interplay between variables

The absence or presence of these intermediary variables could create a different
outcome in the analysis of the relationship between the main variables. In other words,
corruption, poor governance, weak institutions, poverty, unequal distribution of resources
and high crime rate, are all important factors that could impact the outcome of the
analysis between conflict and FDI. It is important to keep this in mind as we draw
conclusions from this prese
present
nt research and make policy recommendations based on those
conclusions.

8.3 FDI, Conflict & Development; Closing the Gaps
There is no doubt that FDI is a very important avenue for resource and revenue
generation, especially for developing countries. When a country chooses to attract foreign
investment to boost its economy, it is critical that the government identify all the actors
that will be impacted by that decision and be preemptive about defining the roles of these
actors and understanding the condition
conditions and constraints under which they
y must operate in
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order to ensure success. Typical actors in a foreign investment venture are the MNCs, the
governments of the host countries in which they operate, and the people of the
communities wherein the MNCs perform their corporate activities. For each of these
actors, there are steps that need to be taken in order to ensure peaceful coexistence and
enable each group to take maximum advantage of the benefits due them without
depriving the other. They are addressed under the following framework:
1.) What MNCs must do in order to reduce the likelihood of conflict in host countries
2.) What host governments must do in order to leverage the advantages of FDI
3.) What individuals must do in order to benefit from the presence of MNCs in their
communities

8.3.1 What MNCs must do to reduce the likelihood of conflict in host countries

i.) Give back to the communities
Exploiting local communities’ resources (natural or otherwise) and interrupting
their sources of livelihood with the intent to maximize immediate gains is a sure way to
stir up strife and violence in any region. Such conflicts come at great cost to both the
MNCs and the people by way of loss of livelihood, loss of life, damages to critical
infrastructure, loss of productivity, etc. A well strategized plan to adequately compensate
local indigenes would send the right message and quell the likelihood of unexpected
uprisings placing the MNCs in a better position to enjoy the long-term benefits of their
investments. Compensation can come in the form of hiring a certain percentage of the
company’s workforce from the local community, technology transfer, partnering with the
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government to implement capital projects such as the building of roads, bridges and other
public infrastructure, etc. In the Niger delta, oil MNC Shell Petroleum Development
Company of Nigeria (SPDC) reports paying $39 billion in taxes and royalties to the
government from 2005 – 2009 and contributing $55.3 million to the NDDC and $18
million to community development projects focusing on activities that promote and
support small businesses, agriculture, skills training and education (Shell website 2011,
Social Performance page).

ii.) Ensure genuine inclusion of locals in the decision-making process
MNCs can erode a host country’s sovereignty by controlling the decision-making
processes which have long term effects on the well-being of the citizens of the countries
in which they operate. They can also influence internal politics in the country (as has
been the case in Nigeria for many years), for instance, by supporting repressive regimes
that may not have the best interests of its citizenry at heart. This causes all kinds of civil
unrest and creates an environment that is prone to the outbreak of violent conflict. There
are a myriad of ways for investing entities to be of service to the community and add
considerable value however, any plan to do so must be done in collaboration with
representatives of the people as well as their local authorities in order to ensure equitable
distribution of resources and that some groups are not disenfranchised. This is especially
important when dealing in multi-ethnic regions. Engaging the use of community liaisons
for relationship management, holding public forums on the activities that they plan to
implement and how the people will be impacted and creating avenues for indigenes to
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express their views are all initiatives that help to ease tensions among the people. It
would give them a much-needed sense of ownership, empowerment and involvement that
could make for more cordial, long-lasting relationships between MNCs and locals.

MNCs also need to be aware of any history of rivalries that may exist in the
investing region and must work with all levels of government to devise efficient ways in
which the volatile effects of these rivalries can be managed in order to minimize the
outbreak of conflict.

iii.) Avoid unsavory business practices
MNCs need to be careful not to engage in practices that they know would not be
condoned in other areas of the world, particularly those that pose harm to people and to
the environment. Imposition of child labor, paying employees less than minimum wage,
and allowing people to work under less than favorable conditions are just some of the
practices that are sure to engender unrest if not contained. Although a very difficult
challenge to manage especially in the extracting sector, MNCs need to minimize the
practice of environmentally unsafe activities, even at high costs. For instance in the Niger
Delta region, some MNCs practice horizontal gas-flaring rather than the more
ecologically friendly vertical gas-flaring method because of the additional costs (to the
MNCs) associated with the erection of vertical gas-flaring facility. This practice has led
to the loss of lives and severe damage to the land and livestock. Such incidents are not
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easily forgotten and can cause the outbreak of violent conflict long after the event
occurred.

8.3.2 What Governments must do in order to leverage the advantages of FDI
i.) Promote Capacity building, Macroeconomic stability & Transparency
Countries can successfully improve their ability to attract FDI by creating an
environment that is conducive to foreign investment. Efforts to achieve this have been
made in Nigeria in recent years. The change to a democratic government rather than
authoritarian leadership has opened up doors and encouraged investors to enter the
Nigerian market. Coupled with democracy however, it is important that governments
strengthen the capacity of their institutions starting from the top, i.e. the senate, the house
of assembly, government agencies, federal and state ministries and their parastatals, etc.
all the way to the lowest local government office, and force them to operate strictly under
the law or face stringent consequences. Enforcement of the application of the rule of law
through strengthening of penal, banking, and other such institutions is also critical. These
things, Nigeria is still yet to achieve. Many businesses report suffering at the hands of
unconscionable government employees, such as tax collectors, members of the police or
other government officials who harass them and constantly threaten to shut down their
operations, citing sometimes, phony, unpublicized laws that they have supposedly broken
(Business Day 2011; Global Integrity Report (GIR) – Nigeria, 2008). They do this to
elicit payoff monies from the companies and essentially hold them hostage, making it
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difficult for them to do businesses. Many such cases never see their day in court and
these officials are allowed to go Scott-free.

Similarly, businesses also fall prey to criminals who defraud them of large
amounts of money and although reported, are never apprehended. Such acts are popularly
referred to as “419 fraud”, which ironically is the section of the Nigerian penal code that
addresses cheating and obtaining of property by false pretenses (Nigerian Criminal Code
Act Part VI). These are all issues that have the ability to stifle the growth of industry,
foreign investment and eventually the development of any economy and cannot be
ignored.

Corruption is another big issue that must be tackled by the government in order
for an economy to grow. The following table features Transparency International’s
Corruption Perception Index which captures the perceptions of the degree of which
corruption is seen by business people. It is scored on a 0 – 10 scale where 10 is an
entirely clean country while 0 is a country where business transactions are entirely
dominated by kickbacks, extortion, bribery, etc. No country scores either ten or zero (TI
CPI, 1995-2008).

Table 33 – TI Corruption Perception Index Scores, 1995 -2008
Country
AFRICA
Algeria
Angola

95

-

96

-

97

-

98 99
00 01
Developing Countries
-

-

1.7
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-

02

1.7

03

2.6
1.8

04

2.7
2

05

2.8
2

06

07

08

3.1
2.2

3
2.2

3.2
1.9

Country
95
96
Botswana
Chad
Congo, Dem Rep
Egypt
2.84
Equatorial Guinea
Libya
Nigeria
0.69
South Africa
5.62 5.68
Sudan
Tunisia
LATIN AMERICA & CARIBBEAN
Venezuela
2.66
2.5
Mexico
3.18
3.3
Brazil
2.7 2.96
Ecuador
2.66 3.19
Bolivia
3.4
Panama
Nicaragua
Chile
7.94
6.8
Peru
Columbia
3.44 2.73
Trinidad & Tobago
EUROPE & CENTRAL ASIA
Azerbaijan
Kazakhstan
Latvia
Albania
Lithuania
Bulgaria
EAST ASIA & the PACIFIC
Cambodia
Vietnam
China
2.16 2.43
Lao PDR
-

97
1.76
4.95
-

98
6.1
2.9
1.9
5.2
5

99
6.1
3.3
1.6
5
5

2.77
2.66
3.56
2.05
6.05
2.23
-

2.3
3.3
4
2.3
2.8
3
6.8
4.5
2.2
-

2.6
3.4
4.1
2.4
2.5
3.1
6.9
4.5
2.9
-

-

2.7
2.9

1.7
2.3
3.4
2.3
3.8
3.3

2.79
2.88
-

United States
United Kingdom
Estonia
Poland

7.61
8.22
5.08

7.79
8.57
-

7.66
8.44
5.57

00

01
6

3.1
1.2
5
5.2
2.7
3.3
3.9
2.6
2.7

6
3.6
1
4.8
5.3

02 03 04
05
06
6.4 5.7
6 5.9 5.6
1.7 1.7
2
2 2.1
2
3.4 3.3 3.2 3.4 3.3
1.9 2.1
2.1 2.5 2.5 2.7
1.6 1.4 1.6 1.9 2.2
4.8 4.4 4.6 4.5 4.6
2.3 2.2 2.1
2
4.8 4.9
5 4.9 4.6

07
5.4
1.8
1.9
2.9
1.9
2.5
2.2
5.1
1.8
4.2

08
5.8
1.6
1.7
2.8
1.7
2.6
2.7
4.9
1.6
4.4

2.8
3.7
4
2.3
2
3.7
2.4
7.5
4.1
3.8
5.3

2.5
3.6
4
2.2
2.2
3
2.5
7.5
4
3.6
4.9

2.4
3.6
3.9
2.2
2.3
3.4
2.6
7.4
3.7
3.7
4.6

2.3
3.6
3.9
2.4
2.2
3.7
2.7
7.4
3.5
3.8
4.2

2.3
3.5
3.7
2.5
2.5
3.5
2.6
7.3
3.5
4
3.8

2.3
3.3
3.3
2.3
2.7
3.1
2.6
7.3
3.3
3.9
3.2

2
3.5
3.5
2.1
2.9
3.2
2.6
7
3.5
3.8
3.4

1.9
3.6
3.5
2
3
3.4
2.5
6.9
3.6
3.8
3.6

2
2.7
3.4
4.8
3.9

2
2.3
3.7
2.5
4.8
4

1.8
2.4
3.8
2.5
4.7
3.9

1.9
2.2
4
2.5
4.6
4.1

2.2
2.6
4.2
2.4
4.8
4

2.4
2.6
4.7
2.6
4.8
4

2.1
2.1
4.8
2.9
4.8
4.1

1.9
2.2
5
3.4
4.6
3.6

2.6
2.5 2.6
3.5 3.4
3.1 3.5
Developed Countries
7.5 7.5
7.8 7.6
8.7 8.6
8.7 8.3
5.7 5.7
5.7 5.6
4.6 4.2
4.1 4.1

2.4
3.5
-

2.4
3.4
-

2.6
3.4
-

2.6
3.2
3.3

2.1
2.6
3.3
2.6

2
2.6
3.5
1.9

1.8
2.7
3.6
2

7.7
8.7
5.6
4

7.5
8.7
5.5
3.6

7.5
8.6
6
3.5

7.6
8.6
6.4
3.4

7.3
8.6
6.7
3.7

7.2
8.4
6.5
4.2

7.3
7.7
6.6
4.6

7.4
4.4
3.2
1.5
3
3.4
4.1
3.5

Source: Transparency International CPI Report 1995-2008

Nigeria’s CPI score has shown modest improvement over the years going from a
dismal 0.69 in 1996 to 2.7 in 2008 (TI CPI 1995-2008). This is evidence of the
implementation of policies geared towards increasing transparency and subsequently
reducing corruption.
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Increased transparency by the government encourages better management of
public funds and curbs the gross misappropriation and outright theft of government
money that is so reflective of present-day Nigeria and many other developing countries.
And where these laws are broken, people must be held accountable either by the
Judiciary or by the Economic and Financial Crimes Commission (EFCC). The Nigerian
government’s Bureau of Public Procurement in 2007 introduced the practice of applying
“due diligence” to the process of bidding for and awarding government contracts (The
Public Procurement Act of 2007). This process requires that the awarding agency publish
their requirements for bids in a public newspaper (The Tender’s Journal) and allow a
sufficient amount of time for responses. All tenders and proposals are to be opened in a
public gathering at a time that would have been published well in advance. It also
specifies rules about the minimum number of proposals that must be received in order to
be considered, and many other restrictions that must be adhered to (PPA 2007).
Implementation of this Act has significantly improved the awarding of government
contracts in Nigeria.

Another honest attempt by the Nigerian government to address the issue of
corruption in the country has been the setting up of independent panels to investigate
allegations of bribery and corruption by high ranking government officials, past and
present. Examples include the Oputa panel set up in 1999 to investigate human rights
violations in the Niger delta during Nigeria’s military rule (Oputa 1999), the Okigbo
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report, an investigation into the embezzlement of Nigeria’s Gulf War Oil windfall ($12.4
billion) and the country’s Dedicated Accounts (Okigbo 1994), and the establishment of
the Economic and Financial Crimes Commission (EFCC) talked about earlier in this
paper. In 2007, former Nigerian president, Umaru Musa Yar’adua willingly and
voluntarily declared his assets publicly, setting a historical precedence as the country’s
first leader to do so (The Punch, 2007). All these measures have helped improve the level
of perceived corruption in Nigeria but there is still much room for improvement.

The chart on the left shows Nigeria’s anticorruption performance on an absolute scale of
0 – 100 in these categories. This is a measure
of the country’s performance on the Global
Integrity Index, sponsored by the Global
Integrity organization (GIR, 2008). The colors
correspond to these ratings: very strong (90+),
strong (80+), moderate (70+), weak (60+),
very weak (<60). For comparison to other
countries, the distribution of all scores is
represented by the darker grey background of
each category (GIR 2008). Overall, the
country is given a score of 64 out of 100
(weak) with an estimated margin of error of
+/-0.44.

Figure 19 – Global Integrity Report Nigeria, 2008
Source: GIR 2008
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Another such rating sponsored by the Center for Global Competitiveness and
Performance is the Global Competitiveness Report (GCR, 2011). Published by the World
Economic Forum, this report provides a variety of indices that contribute to the
understanding of the key factors that determine economic growth and helps to explain
why some countries are more successful than others in raising income levels and
opportunities for their respective populations (GCR, 2011).
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Table 34 – Global Competitiveness Report Nigeria, 2010 - 2011

Source: GCR 2011

It assesses countries’ levels of economic development by measuring their performance in
different aspects of competitiveness grouped into 12 components referred to as “pillars”
(GCR 2011). These components are: i.) Institutions, ii.) Infrastructure, iii.)
Macroeconomic environment, iv.) Health and primary education, v.) Higher education
and training, vi.) Goods market efficiency, vii.) Labor market efficiency, viii.) Financial
market development, ix.) Technological readiness, x.) Market size, xi.) Business
sophistication, xii.) Innovation (GCR, 2011). Figure 19 shows Nigeria with a score of
3.18 in institutions, 2.02 in infrastructure, 4.25 in macroeconomic environment, and 3 in
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health and primary education, all on a scale of 0 - 10. With all pillars combined, Nigeria
had an average GCI score of 3.38 (GCR, 2011).

The presence of strong institutions in a country can be a good deterrent for
investing entities looking to take undue advantage by engaging in unsavory business
practices that they know would not be condoned in other countries, e.g. tax evasions,
employment of child labor, environmental negligence, etc. This supports the former CBN
governor, Chukuwma Soludo’s point that these investors will only do what the
environment makes conducive for them to do. It is therefore important for countries like
Nigeria to engage in capacity building and gradually change old practices that have been
long entrenched in the system. This will also help the country maintain more control in
the balance of power between it and its foreign investors.
ii.) Implement regulations that are favorable to both country and MNCs

While trying to attract as much FDI as possible, host country governments need to
be careful to implement policies that serve their country’s best interests. This requires
striking a balance and adopting a long-term view on foreign investment that may involve
trade off of immediate wealth for a long-lasting, peaceful and mutually beneficial
investor-host relationship. As observed in the case of the Niger delta, the current Joint
Venture process (discussed earlier) put the Nigerian government at a serious
disadvantage owing to poor foresight. The government lacks the capacity to effectively
manage the process and fulfill its end of the joint obligations to which it agreed. This has
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resulted in an unhealthy over-dependence on Joint Venture partners (the oil MNCs) and
has led to a gradual erosion of power. This process needs to be revamped to relieve the
government of the burden of paying out of pocket and allows for the option of sourcing
funding on the international market. Implementing host country-friendly policies helps
countries to retain control over the administration of their local content and is essential to
maintaining the balance of power between the country and its joint venture partners.

iii.) Practice equitable distribution of resources
The issue of inequitable resource distribution in the Niger delta is the single, most
fundamental root cause of conflict in the region. The struggle for resources is one that has
crippled many economies and resulted in crises which in their most severe forms, have
led to the eventual breakdown of nation states. No one drives this truth more than author
Jack Goldstone, whose pivotal work on revolutions and rebellion takes a critical look at
state breakdowns and their long-term impacts on the economic development of states
(Goldstone 1991). He defines state breakdown as a ‘collapse of the central authority’s
ability to dominate in a confrontation with other politically powerful actors’ and finds
that such breakdowns are usually preempted by warning signs of distress which he refers
to as “state crisis”. Goldstone argues that these crises usually indicate a situation of
imbalance whereby influential elites and of large numbers of ordinary people see the state
as either failing to perform its expected tasks of governance, demanding too many
resources for those tasks, or both. He goes on to say that the routine tension over state
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performance and state revenue can escalate to unusually high levels and possibly result in
the outbreak of violent conflict (Goldstone 1991).

As has been discussed in much detail earlier in this paper, the Nigerian
government has benefited significantly from the proceeds realized from crude oil
extraction, processing and exports. Many of the country’s elites have also made
substantial gains from the government’s coffers and, the local indigenes of the Niger
delta region, whose lands have been exploited for the oil, have seen very little benefit. It
is also important to note that the Nigerian population has been on the increase in the past
few decades, a situation which is resulting in a growing number of people living below
the poverty line and essentially, a higher percentage of disenfranchised and aggrieved
citizens. As indicated by the surveys that were conducted during the single case study,
many Nigerians find the conflict in the region to be justified and feel that the situation if
left unchecked could soon result in civil war.

According to Goldstone, if anything can be learned about contemporary
revolutions from observing great crises of the past, it is that the expectation that
revolution will bring about democracy and economic progress is vain. He concludes that
the way forward is for governments and policy leaders to strike a balance between
consumption and resources (especially when the country’s population is experiencing
significant expansion) and contends that this will improve the country’s ability to drive
sustainable growth in the economy (Goldstone 1991).
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In addition, governments, like MNCs, must also strive to promote a spirit of
inclusion when implementing broad-based policies, especially those that have to do with
exploitation of owned lands and resources. They need to identify ways in which the issue
of inequitable distribution or allocation of resources among locals can be effectively
addressed. For the Niger delta, consideration should be given to increasing the percentage
of derivation (i.e. oil revenue) that is due to the Niger delta indigenes from 15% to
perhaps 25% or thereabout. The ownership structure of such proceeds should also be reconstituted so that the region (and not the Federal government) has more control over
how those oil proceeds are split. Furthermore, the federal government should implement
policies to put more Niger delta indigenes in politically relevant positions, similar to the
Affirmative Action laws which take factors such as race, color, religion, sex or national
origin into consideration in order to benefit an under-represented group (Anderson,
2004).

In June 2009, former president, Musa Yaradua declared a 60-day amnesty for
militants, offering a presidential pardon, rehabilitation program, education, training, and
monthly payments to those who agreed to surrender their weapons (NEXT, 2009). In
response, militants began laying down their guns, grenades, missiles and other such
artillery, allowing themselves to be documented and officially registered under the
program. This response was slow initially, as people wondered if it was just a ploy by the
government to capture the militants. But over time, more and more people began to trust
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the offer. Today, although the amnesty program faces some serious challenges (such as
non-militants registering to be part of the problem, people developing a sense of
entitlement to the monthly stipends and not working hard to become financially
independent, etc.), that single act by the government has led to a considerable reduction
in the outbreak of conflict in the region.

v.)

Implement the right kind of FDI
Analyst John H. Dunning identifies the following 4 areas of motivation for FDI
(Dunning, 2002):
a.) Efficiency-Seeking – This form of FDI seeks to maximize the
efficiency of such services as transportation and communication, as well
as the associated costs. It seeks an environment that is conducive to
promoting a more cost-effective and product upgrading inter-country
division of labor.
b.) Resource-Seeking FDI – This type of FDI deals with land and building
costs/rents and rates. It involves the exploration of raw materials,
components and parts, and employs the use of both skilled and low-cost
unskilled labor.
c.) Market-Seeking – This type of FDI is concerned with market size and
per capita income. It seeks market growth and access to regional and
global markets with a focus on country-specific consumer preferences.
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d.) Strategic Asset-Seeking - This type of FDI has to do with
technological, managerial, relational and other created assets, be they
those embodied in individuals, firms or clusters of firms. It seeks the
improvement

of

physical

infrastructure

(ports,

roads,

power,

telecommunications), the pursuit of macro-innovation, and the increase of
entrepreneurial and educational capacity.

Per Dunning, FDI inflows could serve to upgrade a country’s competitive
advantage and/or enable the country to be able to gain access to new markets or supply
capabilities (Dunning, 2002). Identifying the right type of FDI to pursue is paramount to
a country’s success in attracting substantial amounts of FDI, which are less likely to bring
about unnecessary conflict.

vi.) Focus on developing alternative funding sources
In line with best practices for making wise investments, governments must learn to
diversify their investment portfolios and explore multiple streams of revenue generation
in order to reduce over-dependency on any one source and spread the risk of inevitable
setbacks. The ultimate goal of such an approach is to increase funds and reduce poverty.
Target strategies could include the promotion of trade and export of locally produced
goods and services in the global market with the aim of achieving economic self-reliance
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and creating a market for the country’s products in the world economy. In recent years,
Nigeria’s agriculture, telecommunications and banking industries have seen sizeable
increase in investment from foreign entities. In the agricultural sector, Nigeria features as
one of the top world suppliers of cocoa (WIR, 2009) and an express interest has been
shown in its rice production capabilities (WIR, 2009 Olam supports Nigerian rice
farmers). Between 2001 and 2006, a mobile revolution was observed as mobile operators
MTN and Glo entered the telephony market, quickly overtaking fixed telephone lines
(WIR, 2008). In addition, reforms by the country’s central bank have encouraged
consolidation and expansion into other African countries (WIR, 2009). All of these
coupled with new investment incentives implemented by the Nigerian Investment
Promotion Commission (NIIPC) are slowly serving to channel the inflow of FDI from oil
and into other areas of the economy.

8.3.3 What individuals must do in order to benefit from the presence of MNCs in their
communities

i.) Be aware of the issues concerning their communities.
Individuals need to be educated and aware of what is going on in their
communities so that they can protest injustice when it is forced upon them. A lack of
knowledge of what to do or who to turn to when faced with devastation by external forces
(such as MNCs) can prove to be detrimental to the people and to the generations that
come long after. It is therefore of importance that people understand their rights and are
educated on how to lobby for issues that concern them and their welfare so that they are
248

not taken undue advantage of and fall prey to a pandemic of violent conflicts owing to
long subdued feelings of unrest.

ii.) Let their voices be heard
History has proven that when people speak out in unison, they can bring about
change. When governments have failed to listen to their citizens, the collective action of
the masses has been found to be a formidable foe. The recent oustings of longtime
presidents Kurmanbek Bakiyev of Kyrgyzstan, Zine El Abidine Ben Ali of Tunisia and
Hosni Mubarak of Egypt are evidence of this (Eurasianet.org, 2010; Epoch Times, 2011;
The Globe, 2011). Many, if not all the oil MNCs operating in the Niger delta employ the
use of community liaisons to encourage dialogue with the people and understand the
issues that concern them. A number of resolutions have come from such dialogues, as the
people express their need for improved social welfare (health centers, schools, running
water, etc) and have sought the assistance of the MNCs in meeting those needs.
Mentioned earlier, Shell has implemented a number of “Social investment programs” for
communities in which it operates (Shell website 2011, Social Performance page).
Chevron just recently announced the establishment of the Niger Delta Partnership
Initiative (NDPI) Foundation in partnership with the United States Agency for
International Development (USAID) to help address the socio economic challenges in the
Niger delta (Chevron, 2011). This is in addition to its Learning Center initiative which it
has been running since 2002 across cities in Angola, Brazil, Nigeria, South Africa and
Venezuela (Chevron, 2011). Other oil MNCs ExxonMobil, Agip have similar initiatives
that they engage in as part of their corporate social responsibility.
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8.4 Policy Relevance and Concluding Remarks
This study contributes to the existing body of literature by examining the relationship
between FDI inflows, conflict patterns and the resultant lack of economic development in
Nigeria. It also offers the opportunity to assess the differential impact of extractive and
non-extractive FDI on conflict and helps to formulate what the role of governments and
MNCs should be in promoting relative peace and harmony in conflict-torn regions. Such
analysis offers policymakers and business leaders an important tool in the formulation of
improved economic policies and institutional reforms. A possible area for future research
would be to leverage meetings with Niger delta community leaders and militant groups
such as MEND in order to get an added dimension to the argument that may not have
been considered or explored herein. This research could also be enhanced with more
accurate figures on the split of FDI between the oil and non-oil sectors. This data used to
be captured by the Nigerian Bureau of Statistics, until 1994 when the reporting format
was changed by the IMF.
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APPENDIX A – TEST QUESTIONNAIRE

1. Gender (Circle One):

Male

Female

2. Employed? (Circle One): Yes
3. Age (Circle One): < 18yrs

No
18 – 24yrs

25 – 39yrs

40yrs+

4. Country of Origin (Circle One):

Nigeria

5. State of Origin (Circle One): Abia

Akwa-Ibom

Bayelsa

Cross Rivers

Edo

Rivers

Ondo

Delta

Other

Imo

6. During the past 5 years, conflict incidents in the Niger delta region have:
a. Increased significantly
b. Increased slightly
c. Decreased significantly
d. Decreased slightly
7. How often would you say you read the papers?
a. Every day
b. 2 – 5 times a week
c. Once a week
d. Rarely
e. Never
8. How often would you say you watch the local News?
a. Every day
b. 2 – 5 times a week
c. Once a week
d. Rarely
e. Never
Complete the following statements:
9. In the past 10 years, foreign investment into Nigeria’s oil sector has:
a. Increased Significantly
b. Increased Slightly
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Other

c. Remained the same
d. Decreased Significantly
e. Decreased Slightly
10. In the past 10 years, conflict incidents in the Niger delta region have:
a. Increased Significantly
b. Increased Slightly
c. Remained the same
d. Decreased Significantly
e. Decreased Slightly
Please rate how you agree or disagree with the following statements:
11. The Nigerian Government is contributing to the conflict in the Niger delta region:
a. Strongly Agree
b. Agree
c. Disagree
d. Strongly Disagree
12. The State and Local Governments are contributing to the conflict in the Niger delta region:
a. Strongly Agree
b. Agree
c. Disagree
d. Strongly Disagree
13. The International Oil Companies are contributing to the conflict in the Niger delta region:
a. Strongly Agree
b. Agree
c. Disagree
d. Strongly Disagree
14. The Local chiefs are contributing to the conflict in the Niger delta region:
a. Strongly Agree
b. Agree
c. Disagree
d. Strongly Disagree
15. The militants are contributing to the conflict in the Niger delta region:
a. Strongly Agree
b. Agree
c. Disagree
d. Strongly Disagree

Thank You!
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APPENDIX B – FINAL QUESTIONNAIRE

Instructions: Please circle the correct answer to the following questions.
Biographic Data
1. Gender:

Male

Female

2. Age:

Under 18

19 – 24

3. Marital Status:

Married

Divorced

4. Country of Origin: Nigeria
5. State of Origin:

Abia
Edo

25 – 39
Separated

Widowed

Over 60
Never Married

Other
Akwa-Ibom

Imo

6. Are you currently employed?:

40 - 60

Rivers
Yes

Bayelsa
Ondo

Cross Rivers
Other

Delta

Not Applicable

No

Media Habit
7. How often would you say you read Nigerian newspapers or news articles (in paper form
or on the internet)?:
a. Very often
b. Fairly often
c. Sometimes
d. Almost Never
e. Never
8. How often would you say you watch Nigerian news (on Television or on the internet)?:
a. Very often
b. Fairly often
c. Sometimes
d. Almost Never
e. Never
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Subject Knowledge Base
9. On a scale of 1 to 5 where “5” means you have a great amount of knowledge about the
subject and “1” means you have none at all, how would you rate your knowledge in each
of the following topics:
Scale
1

a.
b.
c.
d.

2

3

4

5

Nigerian Politics
History of Oil in Nigeria
Foreign Direct Investment in Nigeria
The situation in the Niger delta

10. Using the following scale, how would you rank the following statements:
Scale
Increased
Significantly

a.

b.

Increased
Slightly

Remained
the same

Decreased
Slightly

Decreased
Significantly

Don’t
Know

In the past 10 years,
foreign investment into
Nigeria’s oil sector has:
In the past 10 years,
conflict incidents in the
Niger delta region have:

11. Using the following scale, how much do you agree with the following statements:
Scale
Strongly
Agree

a.
b.

c.
d.
e.
f.

The Nigerian Government is helping to
reduce the conflict in the Niger delta
The State & local governments are
helping to reduce the conflict in the
Niger delta
The oil companies are helping to
reduce the conflict in the Niger delta
The militants are to blame for conflict
in the Niger delta
The local chiefs are to blame for
conflict in the Niger delta
The Niger delta indigenes are to blame
for conflict in the region
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Agree

Disagree

Strongly
Disagree

Don’t
Know

g.
h.

The situation in the Niger delta can
escalate to a Civil war
The people of the Niger delta have
been adequately compensated for
exploitation of their land

12. Complete this sentence: “I would categorize the situation in the Niger delta as _______”:
a. A Minor Conflict situation
b. A Major Conflict situation
c. A Crisis
d. None

Thank you! Your feedback has been very helpful to my research.
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APPENDIX C – NIGER DELTA SURVEY CODEBOOK

Variable name

Format name

Variable label

1

gender

gender

Respondent gender

2

Age

Age

Respondent age

3

marital_stat

marital_stat

Respondent marital status

4

country

yesno

Respondent country

5

State

state

Respondent state

6

employ_stat

yesno

Respondent status of employment

7

pnews_habit

mth_a

Respondent newspaper habit

8

tnews_habit

mth_a

Respondent tv news habit

9a

nig_pol

mth_b

Respondent knowledge of Nigerian politics

9b

oil_hist

mth_b

Respondent knowledge of oil history in Nigeria

9c

nig_fdi

mth_b

Respondent knowledge of fdi in Nigeria

9d

nigerdel_hist

mth_b

Respondent knowledge of the situation in the Niger delta

10a

oil_fdi_trend

mth_c

Respondent assessment of oil fdi trend in the past 10 years

10b

conflict_trend

mth_c

11a

nig_gov_conf

mth_d

11b

other_gov_conf

mth_d

11c

ioc_conf

mth_d

11d

mili_conf

mth_d

11e

loc_auth_conf

mth_d

11f

indign_conf

mth_d

11g

conf_escal

mth_d

11h

nigerdel_comp

mth_d

12

nigerdel_summ

mth_e

Respondent assessment of conflict trend in the Niger delta in the past
10 years
Respondent perception of the Nigerian Govt's impact on conflict in
the Niger delta
Respondent perception of the State & Local Govt's impact on conflict
in the Niger delta
Respondent perception of the impact of IOCs' on conflict in the Niger
delta
Respondent perception of the impact of militants on conflict in the
Niger delta
Respondent perception of the impact of local chiefs on conflict in the
Niger delta
Respondent perception of the impact of Niger delta indigenes on
conflict in the Niger delta
Respondent perception of the likelihood of Niger delta conflict to
escalate to civil war
Respondent perception of if the people of the Niger delta have been
adequately compensated
Respondent perception assessment on situation in Niger delta
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Format name

Value

Value label

gender

0

Female, 1 male

age

1

under 18

2

19 - 24

marital_stat

delta_state

3

25 - 39

4

40 - 60

5

Over 60

1

Married

2

divorced

3

separated

4

widowed

5

never married

1

abia

2

akwa-ibom

3

bayelsa

4

cross-river

5

delta

6

edo

7

imo

8

rivers

9

ondo

10

other

11

not applicable

yesno

0
1

yes

mth_a

1

Very often

2

Fairly often

3

Sometimes

mth_b

Changed to a dummy variable; 10, 11 = 0, else = 1

no

4

Almost Never

5

Never

1

No knowledge

2

mth_c

Changed to a dummy variable; 1 = 1, else = 0

2

3

3

4

4

5

Great knowledge

1

increased significantly

2

increased slightly

3

remained the same

4

decreased significantly

5

decreased slightly
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mth_d

mth_e

6

don't know

1

Strongly Agree

2

Agree

3

Disagree

4

Strongly Disagree

5

don't know

1

minor conflict

2

major conflict

3

crisis

4

none
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APPENDIX D – NIGER DELTA CONFLICT DATA CODEBOOK

Variables in NigDelConflict_v1.0.csv file
One record per incident
#

Variable Name

Variable Description

1

IncidNum

Incident number

2

Regime

The regime type of the country during the time of the incident
0 Transitional
1 Democratic
2 Military

3

StDay

Start day of incident (-9 = missing)

4

StMon

Start month of incident

5

Year

Year of incident

6

EndDay

End day of incident (-9 = missing)

7

EndMon

End month of incident

8

PolClimate

The political climate during the time of the incident, i.e. if within a year of
elections
0 No
1 Yes

9

Cause

cause of the conflict
0 Unknown
1 State/Local Government
2 Federal Government
3 Ethnic conflict
4 IOCs
5 Militants

10

Fatality

Fatality level of Incident
0 None
1 1-25 deaths
2 26-100 deaths
3 101-250 deaths
4 251-500 deaths
5 501-999 deaths
6 > 999 deaths
-9 missing
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11

FatalPre

FatalPre Precise Fatalities, if Known (-9 = missing)

12

Injuries

Injury level of Incident
0 None
1 1-25 injuries

2 26-100 deaths

4 251-500 deaths 5 501-999 deaths

3 101-250 deaths
6 > 999 deaths

-9 missing
13

oilDisrupt

Disruption of oil production
0 no
1 yes
2 unknown

14

Action

Action in incident (bracketed numbers refer to corresponding hostility
level)
0 No militarized action [1]
10 Ethnic Clash [4]
1 Threat to use force [2]

11 Kidnapping [4]

3 Threat to occupy territory [2]

12 Rape [4]

4 Threat to declare war [2]

6 Alert [3]

13 Vandalization of property
[4]
14 Vandalization of oil/gas
pipelines [4]
15 Oil bunkering [4]

7 Nuclear alert [3]

16 Killing [4]

8 Mobilization [3]

17 Declaration of war [4]

9 Loss of oil production [3]

-9 Missing [-9]

5 Show of force [3]

15

HostLev

Hostility level of incident
1 No militarized action
2 Threat to use force
3 Display use of force
4 Use of force
5 War

16

Version

Version number of data set

ROLLED UP BY YEAR – 1997 - 2000
#

Variable Name

Variable Description

1

year

Year of observation

2

oilfdiincr

If there was an increase in oil FDI to the region in that year; 0-No, 1-Yes.

3

conflict

If there was conflict in the region in that year; 0-No, 1-Yes.

4

polclimate

5

regime

Political climate during the time of the incident, i.e. if within a year of elections; 0-No, 1Yes
Regime type of the country during the time of the incident; 0-Transitional, 1-Democratic,
2-Military
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APPENDIX E – 30 COUNTRY FDI-CONFLICT CODEBOOK

Variable name

Variable label

Country

country name

Oilproducer

Country produces over 1,000,000 bbl/day

Corrupt
Conflict

(Ref
http://en.wikipedia.org/wiki/Chart_of_exports_and_production_of_oil_by_nation)
Country scored an average of less than 5 on the TI Corruption Perception Index from
1995 - 2008
Does this country experience FDI-induced conflict?

Extrfdi

Is a greater part of this country's FDI directed toward their extractive industry?

Developed

Is this a developed country?
(Ref http://en.wikipedia.org/wiki/Developed_countries)

Fdiincr

country experienced an average increase in fdi from 1998 - 2008
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