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Abstract

This study examined the dynamic impact of economic globalisation on unemployment rate in Nigeria 
from a broad perspective in which two measures of economic globalisation were used: the trade flow, and 
the financial flow components. The Ricardian comparative cost advantage theory provides the backbone 
for the empirical analysis done in this study. Data were collected from National Bureau of Statistics, and 
the World Bank for the period 1986-2021 for unemployment rate, trade openness, foreign direct 
investment (FDI) inflow, inflation rate, and real gross domestic product.The interactions among the 
variables were analysed using the autoregressive distributed lag and the Bounds test methods and the 
results indicate that the trade flow component of economic globalization had significant positive impact 
in the long run; the financial/capital flow component has a significant negative impact; and inflation rate 
has negative relationship, with unemployment rate in Nigeria in the long run. The study concludes that 
that Nigeria should explore the capital flow component of globalisation more than the trade flow 
component to achieve the desired objective of curbing the country's soaring unemployment rate. Nigeria 
should therefore tailor her international economic policies towards greater inflow of FDI because this 
component of globalisation has unemployment-reducing effect.
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Introduction

The fact that no country exists in autarky implies some level of interdependence among countries to 
advance their economic prospects, among other motivations. This interdependence has grown in 
composition and magnitude over time and has metamorphosed into the term globalization, which simply 
means the world as one global entity in terms of being interconnected. As such, Todaro and Smith (2011) 
defined globalization as a process by which the economies of the world become more integrated, leading 
to a global economy, with a view to global economic policymaking. Being a diverse concept, Dreher 
(2006) identified three main forms of globalization – economic, political, and social – but the present 
work centres on the first. Argument for economic globalization include that in can improve extraterritorial 
capital movements (Altiner, Bozkurt &Toktas, 2018), though it can also distort the domestic labour 
market (Daly, Hullah, Rauf, & Khan, 2017; Ogunrinola&Osabuohien, 2010).

Nigeria embraced globalization more significantly from the mid-1980s and has not looked back ever 
since (Maduka, Madichie, & Eze, 2017). Historical data from the Central Bank of Nigeria Statistical 
Bulletin (2021) and World Bank (2021) reveal that Nigeria's trade openness index rose from 0.1 per cent 
in 1986 to 0.8 per cent in 1990, to 12.4 per cent in 2000, to 36.9 per cent in 2010 and then to 57.5 per cent in 
2021 which indicates upward trend. Within the same period, foreign direct investment (FDI) net inflow, as 
percentage of gross domestic product, increased from 0.66 per cent in 1986 to 4.28 per cent in 1990, 
dropped to 1.69 per cent in 2000, rose slightly to 2.93 per cent in 2010 and then fell drastically to a mere 
0.83 per cent in 2021 which suggests a downward trend.

Nigeria warmly embraced globalizationwith the expectation that improved free trade, competitiveness, 
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financial integration, foreign investment, and technological advancement would drive down 
unemployment in particular and ensure all round improvement of the domestic economy in general. This 
is hardly the case yet as the national unemployment rates have been surging alongside unstable 
macroeconomic environments like low economic growth and surging inflation. Indeed, these economic 
challenges have persisted, even worsened at times, despite the country vigorously implementing 
globalization policies. Specifically, the fact that Nigeria's total unemployment rate rose to 35 per cent (of 
the labour force population) in 2021 from 5.2% in 1981 leaves one wondering whether the country has 
really gained from economic globalization.

This worry is further fuelled by the controversy surrounding the contrasting gains of globalization to 
developed and developing countries which is thought to be skewed in favour of the former (Altiner, 
Bozkurt &Toktas, 2018). For instance, while there is a general consensus that third world countries like 
Nigeria can benefit from integration with the global economy, an unresolved issue is that of why the 
global poverty, unimpressive growth, and especially unemployment, remain predominantly a third world 
phenomenon.

Previous research interests have focused more on the impact of globalization on the economy as a whole 
rather than on unemployment (Raji, 2020; Maduka, Madichie, & Eze, 2017; Ajudua& Okonkwo, 2014; 
Aminu, Ahmad, & Salihu, 2013; Aremo&Alagbile, 2010). The present study therefore aims to investigate 
the impact of economic globalization on unemployment in the country using a disaggregated approach.

1. LITERATURE REVIEW

2.1.1 Unemployment

Unemployment generally refers to a state of joblessness. According to the Resolutions adopted by the 
International Labour Organization (ILO)'s International Conference of Labour Statisticians in 1982 and 
1998, unemployment refers to a situation where persons of working age are “without work”, “currently 
available for work”, and “seeking work” (i.e. taking specific steps to find employment) during the 
reference period (Sengenberger, 2011, p.11). The NBS Nigeria follows the ILO standard by using a 
definition of unemployment that covers persons aged 15-64 years, who during the reference period were 
available for work, actively seeking work, but were without work (NBS, 2018).

2.1.2 Economic globalization

Globalization, according to Albrow and King (1990), is the process of international integration arising 
from the interchange of world views, products, ideas and other aspects of culture. More specifically, 
Shangquan (2000) defined economic globalization as the increasing interdependence of world economies 
as a result of the growing scale of cross-border trade of commodities and services, flow of international 
capital, and wide and rapid spread of technologies. This study aligns itself with this view. Later, Todaro 
and Smith (2011) opined that the term globalization refers to a process by which the economies of the 
world become more integrated, leading to a global economy with a view to global economic policy 
making.

Dreher (2006) reviewed globalization in four main domains, and he prepared four different indices. This 
index is composed of one globalization index and three sub-indices as a whole. The sub-indices are 
economic globalization, political globalization, and social globalization. This index, which is named as 
KOF globalization index, makes it possible to test the effects of globalization both separately and as a 
whole (Dorgan, 2016).
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2.2 Theoretical review

2.2.1 Comparative (cost) advantage theory

David Ricardo developed the classical theory of comparative advantage in 1817 to explain why countries 
engage in international trade even when one country's workers are more efficient at producing every 
single good than workers in other countries (Ricardo, 1817). Premised on the assumption of labour 
immobility across border, he explained that if two countries capable of producing two commodities 
engage in the free market, then each country will increase its overall consumption by exporting the good 
for which it has a comparative advantage while importing the other good, as long as differences in labour 
productivity exist between both countries (Schumacher, 2012).

According to the tenets of the Ricardian theory, comparative advantage is the basis for free foreign trade 
which in turn decreases the unemployment rate. Given a small country, where there are two industries and 
the labour is the only production factor, the foreign trade would increase the relative domestic price of a 
product manufactured in the exporter industry and thus increase the marginal product of labour. Through 
the perfect specialization brought by the foreign trade, the marginal product of labour would decrease in 
the importer industry. Because of the large scale production meant for the importer country, the marginal 
product of labour would continue increasing in the exporter country, resulting in unemployment 
decreases through creation of job opportunities occasioned by increased investment incentives 
(Aremo&Alagbile, 2010). 

The drawback of this theory is that it only considers labour costs and excludes all others factors of 
production. However, the theory is universally acclaimed superior to Adam Smith's absolute cost 
advantage theory before it.

2.2.2 Factor endowment theory

The Heckscher-Ohlin (H-O) trade theory is considered an improvement on the comparative advantage 
theory. The theory stipulates that world trade will substantially improve if the basis of trade is the intensity 
of factor endowment enjoyed by each country (Ohlin, 1933). This suggests that rich countries of the world 
endowed with abundant capital should specialize in the production of capital-intensive commodities 
while poor countries endowed with labour factor should specialize in the production of commodities with 
high labour content. The theory suggests that a consistency of this trend will ensure international 
convergences in international prices, and improvements in the returns to labour in less developed 
countries (Aremo&Alagbile, 2010).

The Heckscher-Ohlin theoryassumes that there are two sectors and two factors (labour and capital). 
Before the foreign trade, the relative price of labour-intensive product would be at lower level in a capital-
rich country when compared to the rest of the world. So, it means that there would be an increase in the 
relative price of capital-intensive product in this country together with the free foreign trade. This would 
lead to an increase in demand for capital in return for the labour, and thus the average wage level would 
decrease and finally the unemployment would be increased. On the other hand, since the foreign trade will 
cause an increase in demand to labour in the labour-rich countries, the wages will increase and also the 
unemployment rates will decrease (Adamu, Kaliappan, Bani, & Nor, 2017; Dutt, Mitra, & Ranjan, 2009).

Both of the comparative advantage and the factor endowment theories are relevant to the current study 
because they address the key component of economic globalization – trade flow – and link it to 
unemployment reduction. As such, either theory fits well into the current study. For simplicity though, the 
comparative advantage theory provides the theoretical framework for the empirical analysis done in this 
study.
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2.2.3 World system globalization theory

Wallerstein (1974) developed a theoretical framework to understand the historical changes involved in 
the rise of the modern world. Accordingly, the modern world system, essentially capitalist in nature, 
followed the crisis of the feudal system and helps explain the rise of Western Europe to world supremacy 
between 1450 and 1670. According to Wallerstein, his theory makes possible a comprehensive 
understanding of the external and internal manifestations of the modernization process during this period 
and makes possible analytically sound comparisons between different parts of the world.

The origins of the modern world-system lie in sixteenth- and seventeenth-century Europe, where 
colonialism enabled countries like Britain, Holland and France to exploit the resources of the countries 
they colonized. This allowed them to accumulate capital which was ploughed back into the economy; 
thus driving forward production even further. This global division of labour created a group of rich 
countries, but also impoverished many others, thus preventing their development. Wallerstein argues that 
the process produced a world-system made up of a core, a semi-periphery and a periphery. And although it 
is clearly possible for individual countries to move 'up' into the core - as have some newly industrialized 
societies - or to drop 'down' into the semi-periphery and periphery; the structure of the modern world-
system remains constant (Giddens, 2009).

The modern world-system is a world-economy: it is "larger than any juridically defined political unit" and 
"the basic linkage between its parts is economic". It is a capitalist world-economy because the 
accumulation of private capital, through exploitation in production and sale for profit in a market, is its 
driving force; it is "a system that operates on the primacy of the endless accumulation of capital via the 
eventual commodification of everything" (Wallerstein, 1998). 

2.3 Empirical review

Nwosa, Keji, Adegboyo, and Fasina (2020) examined the relationship between trade openness and 
unemployment rate in Nigeria from 1980 to 2018. The study utilized the auto-regressive distributed lag 
(ARDL) technique and the result of the study showed that trade openness had negative and significant 
impact on unemployment rate in Nigeria. The empirical research by Awad-Warrad (2018) focused on 
addressing whether achieving economic growth and liberalizing international trade contribute to creating 
more jobs and hence resulting in less unemployment. The study utilizes a cross-time series sample 
covering the period 1990-2015 for seven selected Arab countries (Algeria, Bahrain, Egypt, Jordan, 
Oman, Saudi Arabia, and Tunisia). The study used panel Weighted Least Squares (WLS) method and 
found large and significant negative impact of trade openness on unemployment rates in the selected Arab 
countries when taken as one pooled group. 

Hossain, Tahrim, Hossain, and Rahman (2018) examined whether unemployment is affected by trade 
openness in Bangladesh using time series data for the period from 1990 to 2016. The study used the 
generalized least squares (GLS) technique and found a significant positive cointegration between trade 
openness and unemployment rate.

Martes (2018) examined the effect of trade openness on the unemployment rate in 28 Organization for 
Economic Cooperation and Development (OECD) countries over the period 2000-2016. The researcher 
reported that trade openness and unemployment are negatively related whether in the short run or the long 
run. Awad and Youssof (2016) studied the long-run impact of economic globalization on unemployment 
in Malaysia between 1980 and 2014 using the ARDL model and found that globalization has a significant 
and negative impact on unemployment in the country in the long run, though the study focused only on 
trade openness.
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Similarly, Kirema (2019) and Nwaka, Uma, and Gulcay (2015) found that trade openness had a 
significant positive impact on the unemployment rate in Kenya and Nigeria respectively. Conversely, 
Erer and Erer (2014) looked at the effect of globalization on unemployment in 25 European Union 
countries covering the period 2000-2012 using spatial panel data analysis method and discovered that 
globalization reduces the unemployment rate in the studied countries. Gozgor (2014) had similar finding 
in a panel study of the G7 countries (Canada, France, Germany, Italy, Japan, the United Kingdom, and the 
United States).

Osabohien, Awolola, Matthew, Itua, and Elomien (2020) examined the relationship between FDI inflow 
and employment rate in Nigeria for the period 1985-2017. The authors used the Fully Modified Ordinary 
Least Squares (FMOLS) method and the Johansen co-integration econometric analytical approach and 
found that foreign direct investment is negatively affecting the unemployment level in Nigeria.

Onimisi (2014) examined the relationship between FDI and employment generation in Nigeria using a 
multiple linear regression model for data which covers the period from 2002 to 2012. The study found a 
negative relationship of FDI with the level of employment in Nigeria but the result is not significant at the 
5% level. Zdravković, Đukić, and Bradić-Martinović (2017) examined the relationship between FDI 
inflow per capita and unemployment rates in 17 transition countries between 2000 and 2014. Fully 
Modified and Dynamic OLS (FMDOLS) panel estimations indicated that FDI and unemployment are not 
cointegrated. Effiong, Udofia and Okon (2020) investigated the effect of globalization on unemployment 
in 20 West African countries between 1991 and 2017. Findings from the VECM revealed that economic 
globalization reduces unemployment significantly in the short run but not in the long run.

The study by Adamu, Kaliappan, Bani, and Nor (2017) investigated the impact of globalization on 
unemployment in 35 Sub-Saharan African countries covering the period 2007-2014. The study used the 
Generalized Method of Moment (GMM) and found that political globalization had a negative impact on 
unemployment whereas the economic and social globalizations had positive impacts on unemployment. 
Daly, Hullah, Rauf, and Khan (2017) analysed the impact of globalization on unemployment in Pakistan 
using annual data for the period 1980 to 2013. Their study used the disaggregated KOF globalization 
index and employed the ARDL econometric framework and found that economic integration appears to 
be only marginally beneficial in the short run, but is significantly beneficial in the long run.

On the other hand, Dorgan (2016) reviewed the effects of globalization on employment in Turkey for the 
period 1970-2011. The study employed the ARDL Bounds test approach to cointegration and found that 
the series were in a co-integration correlation. The study reported that globalization affected employment 
positively (unemployment-reducing) in the long run.

We have reviewed several local and international empirical studies and found that there is divergence of 
opinion as to the impact of economic globalization on unemployment. In terms of measurement of 
economic globalization, the literature is dominant with studies that measured the concept using the trade 
flow component (trade openness index) whereas empirical evidence on the unemployment effect of the 
capital flow component is not abundant. In Nigeria for example, Nwosa, Keji, Adegboyo and Fesina 
(2020), Nwaka, Uma, and Gulcay(2015), Osabohien, Awolola, Mathew, Itua, and Elomean (2020), and 
Onimisi (2014) are among the empirical studies that have explored the unemployment-globalization 
nexus though limited to either of the trade flow and capital flow aspects of economic globalization only. 
Whereas, Adamu, Kaliappan, Bani, and Nor (2017) and Effiong, Udofia, and Okon (2020) are panel 
studies on West Africa using the aggregate or disaggregated KOF globalization index. From the review, 
we noticed the previous studies did not disaggregate economic globalization into the trade and capital 
flow components. This study filled this research gap.
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3. METHODOLOGY AND DATA

The empirical model of this study is hinged on the comparative advantage theoretical underpinning. 
According to the tenets of the Ricardian theory, comparative advantage engineers free trade between or 
among countries, and the free foreign trade decreases the unemployment rate in the countries through 
improved labour productivity and specialization. In fact, Shiozawa (2009) stated that unemployment is 
the vital question in any trade conflict, implying some connection between both variables. The present 
study therefore follows the process of model specification used by Effiong, Udofia, and Okon (2020) with 
some modifications. The modifications come in form of the variables used to represent economic 
globalization which is more expanded in this study than theirs. Thus,

UNR = f (Economic globalization)        1

Where, economic globalization is measured particularly as free trade (trade flow), and capital flow. 
Therefore, 

UNR = f (Trade openness, Foreign direct investment)     2

We have opted to estimate the model in Equation 2 taking into account the overall macroeconomic 
situation in Nigeria within the study period; hence two macroeconomic variables, namely, inflation rate, 
and economic growth, were incorporated into the model as controls. Thus,

UNR = f (Trade openness, Foreign direct investment, Inflation rate, economic growth)  3

Introducing proxies and the error term, the regression equation of interest is,

UNR = β  + β TOP  + β FDI  + β INF  + β GDP  + ε      40 1 t 2 t 3 t 4 t t

A priori, we expect that β , β , β , &< 0 each if economic globalization were to be unemployment-0 1 2

reducing. Then, β < 0, and β < 0 highlight the negative trade-off between unemployment and inflation and 3 4

the expectation that economic growth reduces unemployment, respectively.

All data used in this study are annual time series obtained from secondary sources as follows.
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Abbreviation  Variable name  Source  Web address  
UNR Unemployment rate  National Bureau of Statistics  https://www.nigerianstat.g

ov.ng  

TOP Trade openness  Computed using Total trade 
and real GDP data from 2021 
Central Bank of Nigeria 
Statistical Bulletin  

https://www.cbn.gov.ng/do
cuments/statbulletin.asp  

FDI Foreign direct investment  World Bank World 
Development Indicators  

https://databank.worldba
nk.org/source/world -
development -indicators  

INF Inflation rate  Central Bank of Nigeria  https://www.cbn.gov.ng/rat
es/inflrates.asp  

GDP Real GDP  2021 CBN Statistical Bulletin  https://www.cbn.gov.ng/do
cuments/statbulletin.asp  

 

Table 1: Sources of data

Source: Researcher's compilation
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Table 2 shows the descriptive statistics of the study data such as the central tendency and dispersions. 
Unemployment rate averaged 15% annually withing the period covered in this study, trade openness 
averaged 21%, FDI inflow averaged 1.7% of GDP, and inflation rate averaged 19.4%. Skewness, 
Kurtosis, Jarque-Bera, and its p-value are all measures of distribution. Variables with p-values of at least 
0.05 are normally distributed, e.g., UNR, TOP, and real GDP.

We used the Augmented Dickey-Fuller (ADF) and the Phillips-Perronmethods to conduct the unit root 
test, as presented in Tables 3 and 4.

4.R ESULTS

Table 2: Descriptive statistics

Statistic UNR TOP FDI INF RGDP 

 Mean  15.01167  21.25581  1.670437  19.38000  39514.39 

 Median  13.55000  17.55770  1.412202  12.55000  33365.00 

 Maximum  35.10000  57.46180  5.790847  72.80000  72393.67 

 Minimum  2.000000  0.097800  0.352544  5.400000  15237.99 

 Std. Dev.  9.735598  17.76980  1.215558  17.59206  20954.43 

 Skewness  0.329362  0.405763  1.795985  1.741491  0.382952 

 Kurtosis  1.922058  1.947843  6.119480  4.701702  1.512558 

 Jarque-Bera  2.393814  2.648411  33.95010  22.54043  4.198636 

 Probability  0.302127  0.266014  0.000000  0.000013  0.122540 

 Sum  540.4200  765.2090  60.13575  697.6800  1422518. 

 Sum Sq. Dev.  3317.365  11051.80  51.71537  10831.82  1.54E+10 

 Observations  36  36  36  36  36 

 Source: Researcher's computation from EViews 12, 2023

Table 3: Summary of Augmented Dickey Fuller (ADF) unit root test result

Variable  
 

ADF 
Test 

Statistic  
@ Level  

5%  
critical 
value 

P-
value 

ADF 
Test Statistic  

@ 1st Difference  

5%  
critical 
value 

P-value Order of 
Integration  

UNR -0.1839 -2.9484 0.932 -5.3581 -2.9511 0.000 I(1) 

TOP 0.0203 -2.9484 0.954 -5.8109 -2.9511 0.000 I(1) 

FDI -4.0391 -2.9484 0.004 - - - I(0) 

INF -3.4037 -2.9511 0.018 - - - I(0) 

LRGDP -0.9893 -2.9511 0.746 -3.2570 -2.9511  0.025 I(1) 

 Source: Researcher's computation from EViews 12, 2023
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The result in Table 3 shows that the variables have varied or mixed orders of integration, namely, zeros 
(FDI & INF) and ones (UNR, TOP & LRGDP) according to the ADF method.

Table 4: Summary of Phillips Perron (PP) unit root test result

Variable 
 

Phillips-
Perron 

Test Statistic  
@ Level 

5%  
critical 
value 

P-
value 

Phillips-Perron 
Test Statistic  

@ 1st Difference 

5%  
critical 
value 

P-value Order of 
Integration  

UNR 0.2061 -2.9484 0.969 -5.6631 -3.6394 0.000 I(1) 

TOP 0.3384 -2.9484 0.977 -5.8283 -2.9511 0.000 I(1) 

FDI -3.9437 -2.9484 0.005 - - - I(0) 

INF -2.8955 -2.9484 0.056 -7.1813 -2.9511 0.000 I(1) 

LRGDP -0.5559 -2.9484 0.868 -3.2570 -2.9511 0.025 I(1) 

 Source: Researcher's computation from EViews 12, 2023

As presented in Table 4, the Phillips-Perron unit root test method confirms the earlier results from the 
ADF method that at least one variable (FDI) is stationary at level whereas the others (UNR, TOP, INF, & 
LRGDP) are stationary at first difference. Based on the results, the researcher used the autoregressive 
distributed lag (ARDL) method to estimate the study model.The optimum lag length for the ARDL 
estimation was determined using the vector autoregression (VAR) lag order selection criteria which we 
have shown in Table 5.

Table 5: Vector autoregression (VAR) lag order selection criteria

 Lag LogL LR FPE AIC SC HQ 

0 -405.4124 NA   43660.07  24.87348  25.10023  24.94977 

1 -282.2550  201.5303  116.2339  18.92455   20.28501*  19.38230 

2 -247.5231   46.30923*  72.07821  18.33473  20.82891  19.17395 

3 -211.9700  36.63048   51.95181*   17.69515*  21.32305   18.91583* 

 * indicates lag order selected by the criterion   

 
Source: Researcher's computation from EViews 12, 2023

As shown in Table 5, the Final Prediction Error (FPE) and the Akaike information criteria (AIC) 
recommended various 3 lag lengths. The study goes by this since it is the majority take.
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Judging from the p-values of the results in Table 6, the first lag of trade openness value, (TOP ), exerts a -1

significant positive influence on unemployment rate; whereas FDI has no significant impact on 
unemployment rate.The first lag of inflation rate and its first difference have a significant negative impact 
on unemployment rate in Nigeria; economic growth has a significant negative impact on UNR; the short-
run model has a speed of adjustment of 47% per annum, per annum which means convergence towards 
long-run equilibrium in a little over one year following disequilibrium.

The study tested for long-run relationship among the study variables using the ARDL Bounds test and 
obtained the following result.

 Table 6: Short-run result (Dependent variable: UNR)

V a ria b le C o e ffic ie n t S td . E rro r t-S ta tis tic P ro b .    

C 8 5 .7 13 9 5 3 9 .1 87 3 1 2 .1 8 72 8 9 0 .0 3 91 

U N R (-1 )* -0 .4 7 23 0 0 0 .1 4 26 3 4 -3 .3 1 12 6 2 0 .0 0 30 

T O P (-1 ) 0 .4 4 69 0 3 0 .1 1 79 4 4 3 .7 8 91 0 0 0 .0 0 09 

F D I** 0 .6 0 38 4 8 0 .5 5 78 5 6 1 .0 8 24 4 5 0 .2 9 03 

IN F (-1 ) -0 .1 6 96 5 9 0 .0 6 80 5 1 -2 .4 9 31 2 6 0 .0 2 03 

L R G D P (-1 ) -7 .9 0 23 1 4 3 .9 3 54 4 4 -2 .0 0 79 8 5 0 .0 5 65 

D (T O P ) 0 .1 6 08 3 5 0 .1 0 60 4 2 1 .5 1 67 0 4 0 .1 4 30 

D (T O P (-1 )) -0 .2 6 71 2 4 0 .1 2 39 7 8 -2 .1 5 46 0 0 0 .0 4 19 

D (IN F ) -0 .1 1 60 0 8 0 .0 5 43 1 0 -2 .1 3 60 1 5 0 .0 4 35 

D (IN F (-1 )) 0 .1 0 87 5 3 0 .0 4 98 6 5 2 .1 8 09 2 7 0 .0 3 97 

D (L R G D P ) -5 0 .6 52 9 0 1 9 .7 11 1 0 -2 .5 6 97 6 6 0 .0 1 71 

C o in tE q (-1 )* -0 .4 7 23 0 0 0 .0 8 03 1 1 -5 .8 8 09 0 4 0 .0 0 00 

R-s q u a re d 0 .5 4 43 9 4     M ea n  de p en d e n t va r 0 .8 2 64 7 1 

A d ju s te d  R-s q u a re d 0 .4 6 30 3 6     S .D . de p e nd e n t v a r 3 .4 1 57 7 7 

S .E . o f reg re ss io n 2 .5 0 30 0 8     A k a ike  in fo  c rite rio n 4 .8 3 16 4 9 

S u m  sq u a re d  res id 1 7 5 .42 1 4     S c h w a rz  c rite rio n 5 .1 0 10 0 6 

L o g  lik e liho o d -7 6 .1 38 0 3     H a n na n-Q u inn  c rite r. 4 .9 2 35 0 7 

D u rb in-W a tso n  s ta t 2 .0 0 55 9 6    

 
 Source: Researcher's computation from EViews 12, 2023

Table 7: ARDL Bounds test result

Source: Researcher's computations from EViews 12, 2023

F-Bounds Test Null Hypothesis: No levels relationship 

Test S tatistic Value S ignif. I(0) I(1) 

F-statistic  4 .734856 10%   2.2 3.09 

k 4 5%   2.56 3.49 

  2 .5%   2.88 3.87 

  1%   3.29 4.37 
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As indicated in Table 7, the F-statistic of 4.7 is greater than the 5% upper Bound value of 3.49. This is the 
necessary condition for rejecting the null hypothesis that 'No long run relationships exist'. We therefore 
conclude that long-run relationships exist among the study variables.

Table 8: Long-run result (Dependent variable: UNR)

Levels  Equation 

C ase 2: R estric ted  C onstan t and  N o T rend 

V ariable C oeffic ient S td . E rro r t-S ta tis tic P rob .    

TO P 0 .946227 0 .325052 2 .911002 0 .0079 

FD I -0 .278526 0 .131446 2 .118987 0 .0342 

IN F -0 .359219 0 .170121 -2 .111552 0 .0458 

LR G D P -16 .73155 10 .90548 -1 .534234 0 .1386 

C 181.4819 110.4212 1 .643543 0 .1139 

 
Source: Researcher's own computations from EViews 12, 2023

The result in Table 8 shows that TOP has positive impact on long-run unemployment rate, FDI and 
inflation rate have significant negative effects on the long-run unemployment rate, and economic growth 
does not have significant impact on unemployment rate in the long run, even though it is negatively 
signed.

We conducted model diagnostics on the estimated model by administering normality, autocorrelation, 
heteroskedasticity, and stability test.

Fig. 1: Histogram normality test result
Source: Researcher's own computations from EViews 12, 2023

In Fig.1, the skewness, kurtosis, and Jarque-Bera statistics are measures of distribution. The p-value is 
used to test the null hypothesis that the residuals are normally distributed. The p-value of 0.69, greater 
than 0.05, implies acceptance of the null hypothesis at the 5% level of significance.
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Table 9: Autocorrelation and serial correlation results

D a te : 0 7 /0 2 /2 3    T im e : 1 0 :4 2  (P a n e l A )    

S a m p le  (a d ju s te d ): 1 9 8 8  2 0 2 1    

Q-s ta tis tic  p ro b a b ilitie s  a d ju s te d  fo r 1  d yn a m ic  re g re s so r 

       

       

A u to c o rre la tio n P a rtia l C o rre la tio n  A C   P A C  Q-S ta t  P ro b * 

       

       

      . | .    |       . | .    | 1 -0 .0 1 3 -0 .0 1 3 0 .0 0 5 9 0 .9 3 9 

      .* | .    |       .* | .    | 2 -0 .1 6 6 -0 .1 6 6 1 .0 6 2 8 0 .5 8 8 

      ** | .    |       ** | .    | 3 -0 .2 1 7 -0 .2 2 8 2 .9 1 9 7 0 .4 0 4 

      . |**     |       . |**     | 4 0 .2 5 1 0 .2 2 7 5 .4 9 5 9 0 .2 4 0 

      . | .    |       .* | .    | 5 -0 .0 1 8 -0 .0 9 1 5 .5 0 9 7 0 .3 5 7 

       

       

*P ro b a b ilit ie s  m a y  n o t b e  v a lid  fo r th is  e q u a tio n  s p e c ifica tio n . 

P a n e l B 

B re u sc h-G o d fre y  S e ria l C o rre la tio n  L M  T e s t:  

N u ll h y p o th e s is : N o  se ria l co rre la tio n  a t u p  to  3  la g s 

     

     

F-s ta tis tic 0 .9 3 5 0 4 1     P ro b . F (3 ,2 0 ) 0 .4 4 2 2 

O b s *R-s q u a re d 4 .1 8 2 1 3 8     P ro b . C h i-S q u a re (3 ) 0 .2 4 2 5 

     

 
Source: Researcher's own computations from EViews 12, 2023

The result in Panel A in Table 9 shows that the p-values of the Q-Statistics are greater than 0.05 for each of 
the five lags, and in Panel B the p-values of the F-statistics and Chi-Square statistics are each greater than 
0.05. These two sets of results indicate that there is no autocorrelation in the estimated ARDL model 
which is desirable.

Table 10: Result of heteroskedasticity test: Breusch-Pagan-Godfrey

H e te ro ske da s tic ity  T e s t: B re usch-P a ga n-G o d fre y 

N u ll hyp o th es is : H o m o ske d as tic ity  

     

     

F-s ta tis tic 1 .7 8 34 8 7     P ro b . F (1 0 ,2 3 ) 0 .1 2 14 

O b s*R-sq u a re d 1 4 .8 49 7 0     P ro b . C h i-S qu a re (10 ) 0 .1 3 76 

S ca led  exp la in ed  S S 1 0 .4 04 8 8     P ro b . C h i-S qu a re (10 ) 0 .4 0 57 

     

 
Source:Researcher's own computations from EViews 9
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In Table 10, the F-statistic and the Chi-Square statistic are used to determine whether the regression 
residuals are homoskedastic (constant variance of the error terms). As shown in the Table, the p-values of 
these statistics are each greater than 0.05 which implies that the null hypothesis that there is no 
heteroscedasticity is accepted. Thus the assumption of constant variance is not violated.

Model stability implies that the regression equation is correctly specified in its linear form. The Ramsey 
regression specification error (RESET) test was used to verify this in the current study.

Table: 11: Ramsey RESET Test

 V a lu e D f P ro b a b ility  

F-s ta tis tic 0 .4 2 17 1 0 (2 , 2 1 )  0 .6 6 14  

F-te s t sum m a ry :   

 S u m  o f S q . D f 

M e a n  

S q u a res  

T e s t S S R  6 .7 7 33 8 3  2  3 .3 8 66 9 2  

R e s tric te d  S S R  1 7 5 .42 1 4  2 3  7 .6 2 70 1 6  

U n re s tric ted  S S R  1 6 8 .64 8 0  2 1  8 .0 3 08 5 7  

 
Source: Researcher's own computations from EViews 12, 2023

The result in Table 11 shows an F-statistic of 0.42 and a p-value of 0.66. Since the p-value is greater than 
0.05, we accept the null hypothesis that the regression model is correctly specified in its linear form. Thus, 
the model is stable, fit for prediction.

We also performed hypothesis test on the three null hypotheses of interest to the study.

Hypothesis One

H : Trade flow component of economic globalization does not have significant impact on total 0

unemployment rate in Nigeria.

Decision rule: Reject H  if the p-value of the estimated t-Statistic of the trade openness (TOP) variable is 0

less than 0.05; otherwise, do not reject H .0

Result and conclusion: The ARDL result in Table 6 shows that the short-run coefficient of the TOP 
variable is 0.45 with T-statistic 3.79 and p-value 0.001. Similarly, the long-run coefficient of the variable 
is 0.95 with T-statistic of 2.9 and p-value of 0.008. In both cases, the p-values are clearly less than 0.05, so 
we have enough evidence to reject the null hypothesis which implies that the trade flow component of 
economic globalization is driving the nation's unemployment rate upward.

Hypothesis Two

H : Capital flow component of economic globalization does not have significant impact on 0

unemployment rate in Nigeria.
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Decision rule: Reject H  if the p-value of the estimated T-statistic of the foreign direct investment (FDI) 0

variable is less than 0.05; otherwise, do not reject H .0

Result and conclusion: The ARDL result in Table 6 shows that the short-run coefficient of the FDI 
variable is 0.6 with T-statistic 1.08 and p-value 0.29. However, the long-run coefficient of the variable is -
0.28 with T-statistic of -2.12 and p-value of 0.034. In the latter case, the p-value is less than 0.05, so we 
reject the null hypothesis. This implies that the capital flow component of economic globalization is 
driving the nation's unemployment rate downward in the long-run.

Hypothesis Three

H : Inflation does not significantly impact total unemployment rate in Nigeria.0

Decision rule: Reject H  if the p-value of the estimated T-statistic of the inflation variable (INF) is less 0

than 0.05; otherwise, do not reject H .0

Result and conclusion: The ARDL result in Table 6 shows that the short-run coefficient of the INF 
variable is -0.17 with T-statistic -2.49 and p-value 0.02; and the long-run coefficient is -0.26 with T-
statistic -2.11 and p-value of 0.046. In both cases the p-values are less than 0.05, so we reject the null 
hypothesis. This implies that increase in inflation has a negative effect on unemployment rate in the 
country.

In summary, the study found that the trade flow component of economic globalization is increasing 
unemployment rate in Nigeria. This implies that the structure of Nigeria's foreign trade between 1986 and 
2021 has not translated into unemployment reduction in the country which calls for a review of the 
country's foreign trade policies to align more with the country's need to curb unemployment. Secondly, 
the finding that the capital flow component of economic globalization, as measured by foreign direct 
investment (FDI) as a percentage of the GDP, has significant negative impact on unemployment rate in 
Nigeria implies that inflow of foreign capital is instrumental for unemployment reduction in Nigeria and 
so should be encouraged.

The study therefore concludes that economic globalization is helping to curb unemployment rate through 
increased inflow of foreign direct investment. The study recommends as follows:

1. Nigeria should employ import restrictive measures and embrace export promotion measures so as to 
lessen the adverse effect of trade openness on unemployment rate in the country.

2. Nigeria should tailor their international economic policies towards attraction of more inflow of FDI 
because this component of globalization has unemployment-reducing effect.

 3. The monetary authorities in Nigeria should use contractionary monetary policy to keep inflation in 
check so as to limit the pressure on unemployment rate in the country.
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KÑMǾ Į Í Ī ĂÃ Å İ Î Ĩ ĂÃ Å ĞGHĂÃ Ġ GĨ Å HÍ ĞĂÃ Å Ī Ġ GĨ ĂN’B) 

ĈEÐĎ DBĊ ĆBĆEĐÐ ĆBĎDÐÇDĊ DBĐ ĈDÆČĊĐBEE 

ĈEÐĐ Đ ĆBĊĈDE ĆBĊDČDÇÇ ĈĈBĊ ĈDÆČĎĊBEĊ 

ĈEÐÐ DBĊ ĆBĊČÇĎ ĈBĈDEĆĐ DÇBD ĈĎÆČĈDBĊĐ 

ĈEÐE ÇBD ĆBDĈĊĎ ĆBĐĎČĎEĎ DĆBD ĈĐÆČEÇBĎÐ 

ĈEE Ć ĊBD ĆBÐĆĎ ÇBČÐČĆÐÐ ĐBD ĈE ÆĊĆDBĎĊ 

ĈEE Ĉ ĊBĈ ĈBĆEEĈ ĈBĆÐĐE DĈ ĈĊ ĈE ÆĈEE BĆĎ 

ĈEE Č ĊBÇ ĈBĐĐĐĎ ĈBÇDĆĊĈÐ ÇÇBĎ ĈE ÆĎČĆBĈE 

ĈEE Ċ ČBÇ ĈBE ČÐE ĈBÐĐĎĆĈÐ DĐBČ ĈE ÆE ČĐBEE 

ĈEE Ç Č ĈBÐÇĎČ ÇBÐÇĐĐE DĐ ĈE ÆE ĐE BĈČ 

ĈEE D DBE ÐBĊÐĆE DBĐEĆÐÇĐ ĐČBÐ ČĆÆĊDĊBČĆ 

ĈEE Ď DBÇ ÐBÐÇĆČ ĆBĐĎČĈEĎ ČE BĊ ČĈÆĈĐĐBEČ 

ĈEE Đ DBÐ E BDĐEE ĆBE ĐĐDČĈ ÐBD ČĈÆĐÐE BĈĆ 

ĈEE Ð Ď ĐBĈĈĎĊ ĆBÐĎČČĐĎ ĈĆ ČČÆĊĊČBÐĐ 

ĈEE E ĈE BE E BĈĊÐĊ ĆBDÇÐĎĈĎ ĎBĎ ČČÆÇÇE BÇĈ 

ČĆĆĆ ĈÐBĈ ĈČBĊĐČĈ ĈBĎEČDDÐ ĎBE ČĊÆĎÐÐBČÐ 

ČĆĆĈ ĈĊBĐ ĈČBĐĎĐE ĈBĎÇĈĐĊE ĈÐBE ČDÆČĎĐBDÇ 

ČĆĆČ ĈČBČ ĈĈBČÇĐ ĈBĎĆÐČÐÇ ĈČBE ČÐÆE DĐBĐĈ 

ČĆĆĊ ĈÇBÐ ĈĎBČEÐÇ ĈBE ĎÇĐČĐ ĈÇ ĊĈÆĐĆE BÇD 

ČĆĆÇ ĈĊBÇ ĈÐBÐĈĐ ĈBE ĈĈÇĎĊ ĈD ĊDÆĆČĆBDD 

ČĆĆD ĈĈBE ČĎBÐĈĈ ĈBĊĐÇĆÐĎ ĈĐBE ĊĐÆÇĐÇBED 

ČĆĆĎ ĈČBĊ ČĎBĆÐDE ČBÐČÐÐĊ ÐBČ ĊE ÆE EDBDĆ 

ČĆĆĐ ĈČBĐ ČÐBÇĐÇ ČBĆDĎĆČÇ DBÇ ÇČÆE ČČBÇĈ 

ČĆĆÐ ĈÇBE ĊÇBĐĊĈĎ ČBĈÐEE ĊÇ ĈĈBĎ ÇĎÆĆĈČBDČ 

ČĆĆE ĈE BĐ ČÐBČDDĊ ČBÇĊĈČĈE ĈĈBD ÇE ÆÐDĎBĈĆ 

ČĆĈĆ ČĈBÇ ĊĎBEÇĊĈ ČBE ĊĈĊĊĎ ĈĊBĐ DÇÆĎĈČBČĎ 

ČĆĈĈ ČĊBE ÇDBĎĈĊ ĈBĎĎĐČĈĊ ĈĆBÐ DĐÆDĈĈBĆÇ 

ČĆĈČ ČÇBĊ ÇĈBDDÐÇ ČBĈÐĊĆĈĊ ĈČBČ DE ÆE ČE BÐE 

ČĆĈĊ ČE BD ĊE BĆĐĊ ĈBDDČĈĈD ÐBD ĎĊÆČĈÐBĐČ 

ČĆĈÇ ČĐBÇ ĊÇBEEĎČ ĈBĆEĊDDE ÐBĈ ĎĐÆĈDČBĐE 

ČĆĈD ČĎBÐ ČÐBÐĎĈĊ ĆBÐDÐĎĈČ E BĆĈ ĎE ÆĆČĊBEĊ 
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ČĆĈĎ ČÇBÐĐ ČĎBEĎČD ĆBĎČEÇÇĐ ĈDBĐ ĎĐÆEĊĈBČÇ 

ČĆĈĐ ČĆBÇČ ĊĎBĈEÐE ĈBĆEEÇĆĊ ĈĎBD ĎÐÆÇEĆBEÐ 

ČĆĈÐ ČĊBĈĊ ÇĎBĆDÐĈ ĆBEĊČČĐĐ ĈČBĆE ĎEÆĐEEBEÇ 

ČĆĈE ČĐBĈ DĎBDĊÇÇ ĆBDĆČEĆÇ ĈĈBÇ ĐĈÆĊÐĐBÐĊ 

ČĆČĆ ĊĊBĊ ÇĐBĊČČÐ ĆBĐĊĎČĆD ĈĊBČD ĐĆÆĆĈÇBĊĐ 

ČĆČĈ ĊDBĈ DĐBÇĎĈÐ ĆBÐĊČÇĈĊ ĈDBĎĊ ĐČÆĊEĊBĎĐ 

 Sources: CBN (2022), World Bank (2021), NBS (2021)
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