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ABSTRACT 

Thi s  st udy exa mi ned t he i mpact  of  co mpetition on acquisiti on of  t echnol ogy by fir ms  i n 

Ni geria.  The st udy al so exa mi ned t he ext ent t o whi ch fir ms  acquire t echnol ogy i n t heir 

pr oducti on pr ocesses;  it  exa mi ned t he i mpact  of  t echnol ogy on pr oducti vity gr owt h of  t he fir ms 

and t he i nfl uence of  market  struct ure on t he acquisition of  t echnol ogy by fir ms  i n Ni geria.  Thi s 

was  done wit h a vi ew t o pr ovi di ng i nsi ghts  int o policy directi ons  t hat  shape co mpetiti ve 

practices. 

Secondary dat a was  used f or  t he st udy.  Panel  dat a whi ch covered fort y-t wo ( 42) 

randoml y sel ect ed non-financi al  fir ms  quot ed on t he Ni gerian St ock Exchange bet ween 2001 

and 2013 were used.  Co mpetition was  measured by t he pri ce-cost  margi n and t echnol ogy 

acquisiti on was  measured as  t he t ot al  expenditure on research and devel opment  ( R&D), 

techni cal  fees/licenses  and r oyalties.  Dat a used were sourced from t he annual  reports  and 

accounts  of  t he fir ms  and were anal ysed usi ng t abl es,  charts and t he Ar ellano- Bover/ Bl undell-

Bond Generalised Met hod of Mo ment s ( GMM) esti mat or.  

The results showed t hat  about  48 % of  t he fir ms  i nvest  l ess  t han 1 % of  t heir  t urnover  i n 

the acquisiti on of  t echnology and onl y 9 % of  t he fir ms  i nvest  more t han 4 % of  t urnover  i n t he 

acquisiti on of  t echnol ogy.  The results also showed t hat  co mpetiti on has  a si gnificant  (p<0. 05) 

and positi ve ( 0. 142)  impact  on t echnol ogy acquisiti on by fir ms.  Ho wever,  t echnol ogy 

acquisiti on has a negati ve (-0. 051) and i nsi gnificant (p>0. 05) i mpact on producti vit y.  

The st udy concl uded t hat co mpetiti on strengt hens  technol ogy acquisition i n fir ms.  There 

is,  however,  a negati ve rel ati onshi p bet ween t echnol ogy acquisiti on and Ni gerian fir ms’ 

pr oducti vit y gr owt h.                 
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CHAPTER ONE 

I NTRODUCTI ON 

1. 1 BACKGROUND TO THE STUDY 

Technol ogy pl ays  a f unda ment al  rol e i n wealt h creati on,  i mpr ove ment  of  t he 

qualit y of  life,  real  econo mi c gr owt h,  and transfor mati on i n t he  soci et y.  Technol ogy i s 

knowl edge and it  constitut es  t he t ot alit y of  t he use and applicati on of  knowl edge,  skills, 

tools,  and mat erials for  the well-bei ng of  man.  The Sci entific and I ndustrial  Revol uti ons 

in t he 17t h and 18t h cent ury,  respecti vel y,  were l argel y dri ven by t echnical  effi ci ency 

and pr oducti vit y whi ch r esulted from t he syste mati c applicati ons  of  sci entific and 

techni cal  knowl edge t o t he manufact uri ng pr ocess.  Technol ogy has  si nce been at  t he core 

of  i ndustrial  acti vities  and t echnol ogi cal  i nnovation i s  ri ght  at  t he centre of  econo mi c 

gr owt h.  Much of  moder n gr owt h t heory was  developed at  a  ti me when econo mi sts  began 

to stress  savi ngs,  i nvestment,  and capital  accumul ati on as  key dri vers  of gr oss  nati onal 

pr oduct levels and growt h ( Sachs and Mc Art hur, 2002).  

Earl y econo mi c contri butions  such as  Sol ow ( 1956),  ill ustrate how l ong-run econo mi c 

gr owt h depends  on t echni cal  change.  Contri butions  of  t he endogenous  growt h literat ure 

by Ro mer  ( 1990),  Gr oss man and Hel pman ( 1991)  and Aghi on and Ho witt  ( 1992) 

illustrate t hat  a conti nued i ncrease i n t he l evel  of r esources  spent  on t he creati on of  ne w 

technol ogi es  l eads  t o a conti nued i ncrease i n econo mi c gr owt h.  There i s evi dence t hat 

gr owt h i n traditi onal  factors  of  pr oducti on such as  capital  and l abour  expl ai n l ess  t han 

half  of  pr oducti vity growt h i n countries  ( Hall,  2011);  t he ‘resi dual’  is ascri bed t o 

techni cal  change.  Accordi ng t o Wol f  ( 2007),  t he abilit y t o adopt  ne w t echnol ogi es  and 
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adapt  t he m t o l ocal  conditi ons  will  be a  cr uci al first  st ep t o i ncrease producti vit y i n 

devel opi ng countries. 

Techni cal  change has  t he benefit  of  i ncreasi ng fir m efficiency,  i mpr ovi ng t he qualit y of 

goods  and servi ces,  i ncreasi ng consumer  de mand as  well  as  reduci ng costs of  pr oducti on 

( Hall,  2011).  Co mpani es  hence seek t o i ntroduce t echnol ogy i nt o t heir  pr oducti on 

pr ocess,  and t his  can be done by eit her  devel opi ng t he t echnol ogy i nt ernally or  by buyi ng 

ne w t echnol ogi es  from ext ernal  sources.  Fir m-l evel  t heories  of  t echni cal  change suggest 

that  a fir m’s  i nnovati veness  i s  an out come  of  increases  i n its  knowl edge base,  and a 

fir m’s  knowl edge base can gr ow t hrough a  series  of  knowl edge-enhancing i nvest ment s 

by t he co mpany over  time,  and t hrough acquiring or  ‘ grafti ng’  of  ext ernal  knowl edge 

bases ( Ahuj a and Katila, 2001).  

Technol ogy acqui siti on,  br oadl y descri bed as  a  process  i n whi ch fir ms  buy t echnol ogy 

from ext ernal  sources,  pr ovi des  a host  of  benefits t o co mpani es,  rangi ng from t he 

devel opment  of  ne w products,  t o gai ni ng entrance i nt o ne w mar kets.  Acquiri ng 

knowl edge and t echnol ogy i nvol ves  t appi ng and adapti ng knowl edge availabl e el se where 

in t he worl d —f or  exa mpl e,  t hrough an open tradi ng regi me,  f orei gn invest ment,  and 

licensi ng agree ments —a s  well  as  creati ng knowl edge l ocall y t hrough r esearch and 

devel opment,  and buil ding on i ndi genous  knowl edge ( Worl d Bank,  1998).  Accor di ng t o 

Adeni ki nj u ( 2005),  t echnol ogy can be acquired or  devel oped usi ng at  l east  t hree 

channels:  research and devel opment  ( R&D),  t echnol ogy transfer  and adopti on of  ne w 

technol ogy.   



3 
 

© Obaf e mi Awol owo Uni versity, Il e-Ife, Ni geri a 
For mor e i nf or mati on contact ir- hel p@oauife. edu. ng   

 

For  an effecti ve t echnol ogy transfer  pr ocess,  many pre-conditi ons  such as  trade policies, 

legal  and regul at ory pol icies,  li nkages  bet ween forei gn and l ocal  fir ms,  and suffici ent 

absorpti ve capacit y are r equired ( Fu et  al.,  2010).  The success  of  the pr ocess  of 

technol ogy acquisiti on and devel opment  i s  also guarant eed under  an effective syst e m of 

Intellect ual  Pr opert y (I P) pr ot ecti on.  I P i s  basi cally any creati ve wor k t hat  has  econo mi c 

val ue and i s  pr ot ect ed by l a w,  and t he pri nci pal  for ms  of  I P i ncl ude pat ents,  copyri ghts 

and trade mar ks.  The gl obal  trade f or  I P li censes  si gnifies  an i ncrease i n innovati on and 

technol ogi cal  devel opment  whi ch,  i n 2012,  account ed f or  5 % of  worl d t rade ( Mort ara 

and For d,  2012).  Al so,  pat ent  fili ngs  gre w by 9. 2% i n 2012 ( WI PO,  2013).  The i ncreased 

level  of  I P pr ot ecti on i n t he i nt ernati onal  co mmunity pl aces  huge de mands  on devel opi ng 

countries  t o strengt hen t heir  nati onal  I P regi me  and har moni se it  wit h t hose of  devel oped 

countries  i n or der  t o encourage i nt ernati onal  technol ogy transfer  t hrough li censi ng 

( Hassan et al., 2010).   

An i mport ant  pre-condition t o t echnol ogy acquisiti on also expl ored i n literat ure i s  t he 

competiti ve nat ure of  t he mar ket  i n whi ch fir ms  operat e.  Co mpetiti on can be si mpl y referred t o 

as  t he nu mber  and di stributi on of  fir ms  i n a market.  Bl ack ( 2002)  si mpl y ill ustrates  co mpetiti on 

as  t he sit uati on when anybody who wants  t o buy or  sell  has  a choi ce of possi bl e suppli ers  or 

cust omers.  Co mpetiti on can be i nt ensified i n a  market  when more fir ms  ent er  t he mar ket  due  t o a 

fall  i n entry barriers  or  when t here i s  more aggressi ve conduct  by i ncumbent  fir ms  ( Boone et  al., 

2007).  Co mpetitive f orces  t end t o encourage rapid rat es  of  adopti ng ne w t echnol ogi es  as  mor e 

vi gorous  co mpetiti on exerts  di sci pli ne on fir ms and strengt hens  i ncentives  f or  devel op ment 

( Aghi on et  al.  2001,  2005;  Hou and Mohnen,  2013).  An i ncrease i n co mpetition i s  usuall y 

expected t o reall ocat e r esources  from l ower t o hi gher  pr oducti vity fir ms  ( Ospi na and 
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Schiffbauer,  2006).  The Schu mpet erian ( 1942)  vie w t o t his  econo mi c i ssue i s  t hat  l arge fir ms  i n 

concentrated mar kets  i n whi ch fir ms  possess  market  power,  are t he most  conduci ve conditi ons 

for  t echni cal  and economi c pr ogress.  By i mplicati on,  soci et y must  be wi lli ng t o put  up wit h 

i mperfectl y competiti ve mar kets  i n or der  t o achi eve rapi d t echni cal  pr ogress.  Innovati on i s  sai d 

to be hi gher  i n concentrated i ndustries  because firms  wit h great er  mar ket  power  are better  abl e t o 

fi nance R&D fr om o wn pr ofits,  and t hey al so have better  i ncenti ves  t o i nnovat e because t hey can 

mor e easil y appropriate the ret urns from i nnovati on ( Symeoni dis, 1996). Based on t he 


