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interdependence of national, regional, and local economies around the world as a result of 

increased cross-border movement of goods, services, technology, and resources. Globalization, 

according to Kwanashie (1998), is a method of incorporating economic decision-making processes 

such as consumption, spending, and saving around the globe. 

 
Globalization is described as a situation in which the entire world is treated as a single market for 

the acquisition, use, and production of productive resources. Globalization of the Nigerian 

economy started in 1986 during the introduction of the Structural Adjustment Programme (SAP) 

which ushered the country to liberalization, deregulation, commercialization and privatization 

programme (Sanjaya, 2002). The major policy of the SAP were seen as those to improve 

globalization and openness such as deregulation of exchange rate, trade liberalization, deregulation 

of the financial sector, adoption of appropriate pricing policies especially for petroleum products, 

rationalization and privatization of public sector enterprise and abolition of commodity marketing 

boards (Obaseki, 1999). It comes as a part of large array of economic, technical, social, legal and 

policy changes, each with interactions and feedbacks, making it difficult to separate their effects. 

Different analysts tend to focus on different aspects of globalization, thus often talking at cross 

purposes. The effects are diverse and difficult to isolate and evaluate. Studies on the effects of 

globalization and trade liberalization on labour markets are very rare in Africa unlike others and 

this has suggested that a generalizable relationship between globalization and employment in 

developing countries as a whole may not exist, whereby the relationship is, rather, context specific, 

dynamic and changeable, reflecting particular interactions in each economy between the external 

facets of globalization (e.g. shrinking economic distance, greater trade or the spread of 

international production) that apply to the economy and internal factors that affect its employment 

response in analytical terms. 

 
In reality, globalization is a new name for laissez faire economy and an attempt to unify normative 

principle of organization for all the countries of the world by largely accounting for developed 

economies integrating with less developed economies by means of foreign direct investment, 

reduction of trade barriers and in many cases cross border immigration. Although the political, 

cultural, social and environmental aspects of globalization are no doubt important, the economic 

aspect is perceived to be at the heart of the globalization process (Obadan, 2006). Economic 
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globalization fosters the advancement of a global mentality and conjures the picture of a borderless 

world bringing growing tendency towards the universal homogenization of ideas, cultures, value 

and lifestyle through trade, banking, communication, transport, etc (Akor, Yongu & Akorga 

2012).Trade has been a vital issue in the economic relations of countries. It goes beyond 

exchanging goods and services and leads to the urge to improve and advance further through 

knowledge, skill acquisition which improves development, capital and ideas which comes from 

the labor market and are employed leading to expansion and improvement of quality and quantity 

of output (UNCTAD, 2010).  

 
The level of success of Nigeria in the rapidly integrating global world could be understood from 

certain indicators such as the ratio of her international trade and foreign direct investment, access 

to international financial markets, relative openness of the economy are all guide to the level of

globalization. As a policy objective of globalization, trade liberalization and deregulation of the 

exchange control regime, has also been designed to facilitate and enhance trading activities of the 

Nigeria economy with the rest of the world. Import prohibition list of items have been reduced as 

government opt to utilize tariff structures to protect end user product pricing of local industries 

and discourage frivolous import thereby opening more employment opportunities for the country 

(Owolabi, 2005). 

 
In consonance with the policy of globalization, the economic policy of the Nigerian government 

is intended to increase private sector participation rate (labour force), generate productive 

employment to raise productivity, increase export of locally manufactured goods and skills, 

improve technological skills and attract foreign direct investment (Feridun, Olusi and Folorunso, 

2006), but unfortunately, many Nigerians are still living in abject poverty as the country’s foreign 

direct investment inflows is low, no export of capital goods whereby only crude oil exports and 

this goes to show that the integration of the Nigerian market with the global economy(market) has 

not yielded adequate results.  Today, as part of moving with the globalization trend and trade 

liberalization, Nigeria is a member of and signatory too many international and regional trade 

agreements such as IMF, WTO, and ECOWAS etc. The policy response of such economic 

partnership on trade has been to remove trade barriers, reduce tariffs and embark on outward-

oriented trade policies. However, economic growth in Nigeria has been disappointing. Despite her 
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large market size ranked 32nd position, which should give her significant economies of scales in 

production and attract investors, Nigeria still relies heavily on importation of consumable goods 

with very high level of poverty (Feridun et.al, 2006). 

 

Figure 1. Trend Movement Showing Working Poor PPP $3.20 a day Percentage of Total 
Employment in Nigeria 

Source: United Nations Data Centre 
 

The world economic forum using her Global Competitive Index (GCI) introduced in 2004, placed 

Nigeria on 120th of 148th poorest nation using 12 pillars of competitiveness namely: Institution, 

Infrastructure, Macroeconomic environment, Health and primary education, higher education and 

training, goods market efficiency, labour market efficiency, financial market development, 

technological readiness, market size, business sophistication and innovation as evidenced from the 

data extracted from the UN data centre, which showed that from 1991 to date, over 60 percent of 

Nigeria employed labour force lives under $3.20 a day which is not enough to take care of their 

basic needs considering the extra ordinary prevalence of inflation rate in the country. Based on 

this 12 pillars, labour market efficiency stands out where by the unemployment rate increases every 

day and where those who are employed are not being paid at least a subsistence level of wages to 

cater for their real needs and wants considering the fact that the labour market plays an integral 

role in the integration of the local market with the international market because if Nigeria as a 

country is to change from being an import oriented country to an export oriented economy, it 

means that the labour market will be efficient enough to boast and raise productivity in the 

industrial sector whereby the locally produced products could compete with their counterparts in 

other foreign countries thereby raising the overall output of the economy (GDP).  
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Figure 2: Trend Movement of Imports of Goods and Services in Nigeria 
Source: World Development Indicators 

 
Figure 3: Trend Movement of Exports of Goods and Service Percentage of GDP in Nigeria 

Source: World Development Indicators 
 

Observing fig 2 & 3, there seem to be a disequilibrium in the volume of imports and exports in 

Nigeria, whereby the volume of imports over the years have always been increasing on a steady 

state while export volume have remained on a downward steady fluctuations where, for instance, 

in 1993, 2002, 2008, 2010, the export volume of goods and services attained negative values of -

26.5%, -23.6%, -16.9% and -21.3%, respectively indicating a poor performance of the industrial 

sector which could be as a result of inadequate infrastructure, exchange rate instability and capital 

accumulation coupled with inefficient labour market to drive and boost overall productivity which 

have translated to boost the export volume which could match the ever increasing volume of 

imports. While some people believed that globalization did translate into substantial job creation 
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in developing countries, others believe that it lead to job loss because it was only when a local 

market is integrated with the international market, the factors used in production would be in great 

demand whereby the labour market is a derived demand (Babatunde & Bolade, 2020). Any country 

with unequal volume of trades staggers in its performance in the global world.  In practice, the 

most important policy modifications fostering the integration of national economies are those that 

have reduced barriers to trade and to capital flows. Many labor market reforms in developing 

countries have been introduced as an element of a larger package of reforms that has included 

liberalization of trade policies and capital markets. In many instances they have been introduced 

specifically in order to support the success of those elements of the policy reform aimed at greater 

external integration (Babatunde & Bolade, 2020)..  

 
2.1 Conceptual Clarifications 

2.1.1 Globalization  

According to Giddens (1990), globalization implies the intensification of worldwide social 

relations which link distant localities in such a way that local happenings are shaped by events 

occurring many miles away. However, this definition gives the impression that globalization is a 

balanced process of interchange or exchange between societies. Globalization has been everything 

but a balanced process of interchange between the global South and North. In spite of the 

controversies that have trailed the concept ranging from its nature as a contested or paradoxical 

concept (Geigher, 1988; Cerny, 1997) to its conceptualization as a process occurring for ages now 

(Olurode, 2003), globalization could be clearly distinguished as a new dawn in the process of 

relationship and interchange between societies in the world. In other words, globalization as now 

conceived signifies a new dimension in international relationship premised in reality on inequality.  

 
As Lee (1997), pointed out, globalization has aroused much concern regarding its social 

repercussions. Fundamental to such concerns are the effects of globalization on employment,

income or wages and labour supply and utilization. These concerns could be seen as crucial in 

countries with an underdeveloped economic base. The influence of globalization on the labour 

sector could be seen as very prominent since the economic dimension of globalization has been 

the most influential in government policy determination. In fact, the economic connotations of 

capitalism have led some writers to posit that globalization is nothing short of the expansion of 
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capitalist hegemony. Be that as it may, such globally propelled economic initiatives, as 

privatization, liberalization and commercialization, have been instrumental in economic policies 

in Nigeria. These initiatives, which aimed at restructuring and reshaping the economy, might have 

affected the dynamics of the labour market in the country. In this sense, labour market logic and 

labour utilization might be affected by these policies (Adesina, 2000). 

 
Globalization has become the catch-all term used to refer to those various phenomena and 

processes that are brought about by changes towards world economic integration ((UN-DAW, 

1999). It is a complex process implying growing in international integration of economies with 

regard to markets for goods and factors of production (Bigsten and Durevall, 2003) affecting many 

aspects of people’s lives. It is an economic and multi-faceted phenomenon, and each facet might 

have different effects on employment, varying by country, time, industry, policies and the like.  

 

2.1.5 Trade Liberalization 

Trade liberalization loosely defined is a move towards freer trade between two or more countries 

and entails removal of import quotas and other quantitative restrictions. It also involves the 

abolition or reduction of import tariff rates, removal of export taxes, removal of protection for 

infant industries, elimination of non-tariff barriers and devaluation of the local currency (Odejimi 

and Odejimi, 2015).  

 
During the last three decades, trade liberalization was welcomed with open arms by several 

developed and developing countries. This is so because of the assumed benefits that could accrue 

in the areas of substantial wage increase and relative labour demand. According to Ajayi (2001), 

“the appeal of a more open economy is based on simple but powerful premise, that is, economic 

integration will improve economic performance. Additionally, globalization and trade 

liberalization will offer new opportunities such as expanded markets and the acquisition of new 

technologies and ideas all of which can yield not only increased productivity and employment but 

also higher standards of living”. However, Khor (2001) observed that the conventional view that 

trade liberalization is necessary and has automatic and generally positive effects for development 

is being challenged empirically and analytically. 



AFRA CONFERENCE BOOK OF PROCEEDINGS VOLUME 11, ISSUE 2 

301 

 

According to Zouhair and Lanouar (2012), several studies have shown a positive link between 

international trade and level of wages and employment. This leads to the general conclusion that 

liberalization have undoubtedly contributed to the increase of wage dispersion and unemployment. 

Wood (2009), found an increase in the demand of unskilled workers in South Korea, Taiwan and 

Singapore after trade liberalization. 

 
Available empirical works leads us to think that openness is accompanied by reduction in wages 

and employment in most developing countries, Nigeria inclusive. According to Zouhair and 

Lanouar (2012), the first work that mentioned the possible increase of the wage gap between 

skilled and unskilled labour in the case of developing countries is the work of Wood (2009). He 

opined that the experience of the East Asian countries during the 1960 and 1970 decades support 

the traditional theory prediction, following that the gap of wages between skilled and unskilled 

labour, for countries characterized by high degree of openness tended to become lower. Since the 

1980s, Latin American countries have experienced the same process of trade liberalization than 

East Asian countries. The effect of their trade liberalization on wages showed an opposite result. 

According to Blackett (2007), it is of particular importance to developing countries, whose often 

abundant factors of production; its human supply is restricted from moving across borders or 

forced to move under degrading inhuman conditions. This vital movement of persons is often an 

overlooked element of the discussions.  

 
2.2 Theoretical Literature Review 

2.2.1 Theory of Globalization 

Globalization is commonly used as a shorthand way of describing the spread and connectedness 

of production, communication and technologies across the world. That spread has involved the 

interlacing of economic and cultural activity. Rather confusingly, globalization is also used by 

some to refer to the efforts of the International Monetary Fund (IMF), the World Bank and others 

to create a global free market for goods and services. This project, while being significant – and 

potentially damaging for a lot of poorer nations – is really a means to exploit the larger process. 

Globalization in the sense of connectivity in economic and cultural life across the world, has been 

growing for centuries. However, many believe the current situation is of a fundamentally different 

order to what has gone before. The speed of communication and exchange, the complexity and 
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size of the networks involved, and the sheer volume of trade, interaction and risk give what we 

now label as “globalization” a peculiar force. 

 
The theory of Globalization involves the diffusion of ideas, practices and technologies. It is 

something more than internationalization and universalization. It isn’t simply modernization or 

westernization. It is certainly isn’t just the liberalization of markets. Anthony Giddens (1990) has 

described globalization as the intensification of worldwide social relations which link distant 

localities in such a way that local happenings are shaped by events occurring many miles away 

and vice versa. This involves a change in the way we understand geography and experience 

localness.  

 
2.2.2 Ricardian Model 

The Ricardian model is a modification of Adam Smith’s absolute advantage theory. Adam Smith 

stated that countries could benefit from trade if they produce a specific good at a lower cost in 

comparison to its foreign counterpart and then trade its own product with a product it cannot 

produce at lower cost. David Ricardo further fortified Smith’s absolute advantage theory by 

arguing that a country without absolute advantages in international trade could still benefit from 

trade but through comparative advantage. 

 
According to this model of comparative advantage, technology differentiates labor productivity. 

Ricardo states that labor is not able to produce comparative advantage without differences in 

technology among nations. Ricardo’s comparative advantage proves to be a profit-maximizing 

solution for capitalists because of infrastructures and goods requiring different factors of 

production. However, all nations would not see the need to trade with each other. 

 

2.3 Empirical Literature Review 

2.3.1 Foreign Experience 

Duodu et al. (2020), examined the condition in Ghana covering the period from 1984 to 2018 and 

incorporating the role of institutional quality. Short-run and long-run estimates from the 

autoregressive-distributed lag model (ARDL) suggested that trade openness and quality of 

institutions had a positive and significant impact on economic growth while the interaction 

between the two variables has an insignificant impact. 
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Malefane and Odhiambo (2019), explored the dynamic impact of trade openness on economic 

growth in Lesotho covering the period from 1979 to 2013. Using ARDL approach to long-run 

analysis and four measures of trade openness, capturing the role of total trade, exports, imports, 

and country size and geography in trade, the study revealed shows that openness of the economy 

to trade had no significant impact on economic growth in Lesotho. This economic condition has 

existed for both short-run and long-run analyses and has remained the conclusion of the study 

irrespective of the measure of trade openness considered.  Tang et al. (2019), investigated 

relationship between trade openness and economic growth in Mauritius over the period 1963 to 

2013. The results showed that trade openness contributed to economic growth in the small island 

economy. However, the coefficient of trade openness in the empirical analysis showed that the 

positive economic growth effect of trade openness was weak and import-led. 

 
Khun (2018), laid support to this finding, while investigating impact of foreign direct investment 

(FDI) on economic growth in Cambodia he asserted that in general, positive influence of FDI is 

explained by ‘technological diffusion’ originating from firms accepting foreign capital and 

spreading to related companies in a form of technical support. The analysis covered the period 

between 1998 and 2010 revealed that there was a positive relationship between economic growth 

(GDP) and FDI. Keho and Grace Wang (2017), assessed interaction that existed between trade 

openness and economic growth in Cote d’Ivoire over the period 1965 to 2014 using a multivariate 

framework that incorporated the role of capital stock and labor. The results found that trade 

openness promoted economic growth in the economy. From the empirical estimates, the positive 

growth effects of openness of the economy to trade remained significant even in the long-run. The 

study also documented a positive and strong complementary interaction between trade openness 

and capital formation in the promotion of economic growth in Cote d’Ivoire. 

 
2.3.2 Nigerian Experience 

Alugbuo and Uremadu (2020), investigated effect of trade liberalization and trade inflows in 

Nigeria covering the period 1981-2018 with the help of the ARDL model of estimation and their 

results showed that trade openness (TOP) a proxy for trade liberalization had a negative 

relationship with economic growth in both the current year and in the long run. The result from 

the ARDL Bounds Test for co-integration test indicated evidence of long run relationship among 
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the variables of interest while trade openness and RGDP had a non-directional causality between 

them.  

Ejike, Anah and Onwuchekwa (2018), examined effect of trade liberalization on economic growth 

in Nigeria, using the Gross domestic product (GDP) as proxy for economic growth. The study 

made use of set of data that spanned (1980 – 2015). Ordinary Least Squares (OLS) was used in 

estimating effect of trade liberalization on economic growth in Nigeria with a view to ascertaining 

whether long-run relationship existed between the two and also used in verifying for structural 

change that might have occurred within the implementation period of a free trade regime that 

started in 1986. Data for the study were sourced from World Development Indicators (WDI) of 

the World Bank and Statistical Bulletin of the Central Bank of Nigeria (CBN) various issues. 

Results indicated that liberalization had a positive and significant effect on economic growth in 

Nigeria, with an evidence of a long-run relationship. Similarly, strong evidence was found to 

support structural change that took place in 1986 when free trade policy was adopted. The results 

also presented a violation of the a priori in the case of export and import which showed negative 

and positive signs, respectively. 

 
Umoru (2013) investigated the relation between trade liberalization and industrial growth in 

Nigeria using the human capital model of endogenous growth with modifications for trade 

liberalization within the Nigerian context which was estimated using an error correction model 

(ECM). The empirical findings in this study had it that there was a positive and significant 

correlation between trade  liberalization and industrial growth in Nigeria, structural deregulation 

had positive impact industrial growth in Nigeria, Nigerian industries have been labour intensive, 

industrial production responded negatively and insignificantly to capital formation in Nigeria, 

industrial growth was cumulative and self-sustaining in Nigeria. The result, however, did not 

provide evidence of significance of structural deregulation over the period of short-run analysis.  

Ayodele (2014), pointed out in his studies that Nigeria’s Stock Exchange (NSE) and the Nigerian 

Securities and Exchange Commission as well as inflation possessed a significant influence on the 

economy of Nigeria. The data for the study was sourced from the Central Bank of Nigeria. The 

multiple regression analysis was used to estimate the coefficients of the variables considered. 

Okonkwo (2010), studied impact  of  capital  formation  on economic  growth  in  Nigeria  from  

1979-2008 employing  the  use  of  Classical  Linear  Regression Model (CLRM) through the 
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ordinary  least  square (OLS) method, the impact of capital formation on the  Nigeria’s  economic  

growth  was  examined. The result showed that capital formation, government deficit, money 

supply were positively related to RGDP. 

 
3. Methodology 

3.1 Research Design 

For the purpose of this research study, the ARDL bounds model was used to investigate the short 

run and long run coefficients of the variables while the Toda-Yamamoto causality test, on the other 

hand was utilized to investigate the causality between globalization, trade liberalization and labour 

market in Nigeria. Based on the nature of this study, secondary data was used and the design was 

the ex-post facto. Ex-post facto is a research after the factor has been known and it applies to 

secondary data (Anyanwu, 2000). 

 

3.2 Theoretical Framework and Model Specification 

The model of this study was anchored on the Neoclassical Growth Theory which outlined how a 

steady economic growth rate would result when three economic forces came into play: labor, 

capital, and technology. The theory postulates that short-term economic equilibrium is a result of 

varying amounts of labor and capital that play a vital role in the production process. The theory 

argues that technological change significantly influences the overall functioning of an economy. 

The Neoclassical Growth Model claims that capital accumulation in an economy, and how people 

make use of it, is important for determining economic growth. It further claims that the relationship 

between capital and labor in an economy determines its total output. Finally, the theory states that 

technology augments labor productivity, increasing the total output through increased efficiency 

of labor. Therefore, the production function of the neoclassical growth model is used to measure 

the economic growth and equilibrium of an economy. The general production function in the 

neoclassical growth model takes the following form: 

Y = AF (K, L)……………………………………………………….Eqn 1 

Where: 

    Y – Income, or the economy’s Gross Domestic Product (GDP) 

    K – Capital 

    L – Amount of unskilled labor in the economy 
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    A – Determinant level of technology 

The model construct for this study is therefore fashioned according to the work of 

Emmanuel, Osmond & Okonkwo (2014), where they used Real Gross Domestic Product (Logged), 

DO = Degree of Openness,  EX = Foreign Exchange Rate, INF = Inflation Rate,  LFDI = Foreign 

Direct Investment (Logged), LGEX = Government Expenditure (Logged),  Put in a simple form:  

lnGDP = f (DO, EX, INF, FDI, GEX) lnGDP = β0 +β1DO + β2EX + β3INF + β4lnFDI + β5lnGEX 

+ µ………………………………………………………………………………………….Eqn 2 

To empirically analyse and capture the objectives of the study and answer the research question 

raised in section one, the ARDL model specification was used since the ARDL estimation 

technique is preferable when dealing with variables that are integrated of different order, I(0), I(1) 

or combination of both and robust when there is a single long-run relationship between the 

underlying variables in a relative small sample size to show the long-run relationships and dynamic 

interactions between globalization and trade liberalization with labour market in Nigeria using 

Auto regressive Distributed Lag (ARDL) co-integration (bounds test). 

 
The procedure for the ARDL bounds testing approach has two steps. The first step is testing for 

long-run relationship using OLS and the next step is the estimation of short-run parameters by 

using the unrestricted error correction model (UECM). A dynamic unrestricted error correction 

model (UECM) could be derived from the ARDL bounds test by way of a simple linear 

transformation. The UECM integrates the short-run dynamics with the long-run equilibrium 

without losing any long-run information. Therefore, equation 3 below is the ARDL-UECM 

specification as follows: 

Δ(TLAF)t = c0 + ∑ 𝛟𝒏
𝒊=𝟏 1ΔTLAFt-I + ∑ 𝛟𝒏

𝒊=𝟏 2ΔTROPt-K + ∑ 𝛟𝒏
𝒊=𝟏 3ΔREERt-L + ∑ 𝛟𝒏

𝒊=𝟏 4ΔFDIIt-

M + ∑ 𝛟𝒏
𝒊=𝟏 5ΔGFCF_GDPt-N + ∑ 𝛟𝒏

𝒊=𝟏 6ΔINFRt-O + δ1TLAFt-1 + δ2TROPt-1  δ3REERt-1 + 

δ4FDIIt-1 + δ5GFCF_GDPt-1 + δ6INFRt-1 

…………………………………………………………………………………………………………Eqn 3  

Where, 

TLAF = Total labor force representing Labor Markets 

TROP = Trade openness, a proxy for globalization and trade liberalization 

REER = Real effective exchange rate 

lnFDII = Natural logarithm of foreign direct investment inflows 
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GFCF_GDP = Gross capital formation percentage contribution to GDP a proxy for physical capital 

and government investment 

INFR = Inflation rate as a control variable 

C0 = Constant variable or intercept 

Φ= Short run dynamic coefficients of the model’s convergence to equilibrium 

Δ = Short-run dynamic coefficients 

Є = Error term 

 

4. Result 

4.1. Pre-Estimation Test 

4.1.1 Unit Root Test  

.The unit root test that was employed in this task is the Augmented Dickey Fuller unit root test. 

The result of the ADF Test is presented below: 

Table 1. SUMMARY OF STATIONARITY TEST 
VARAIBLE ADF 

STATISTIC. 

(LEVELS) 

5% Critical 

Value 

PROB. 

VALUE 

ADF. STATISTIC. 

FIRST 

DIFFERENCE 

5% critical 

Value 

PROB. 

VALUE 

GENERAL 

REMARK 

TLAF -1.131629 -2.943427 0.6929 -4.174510* -2.943427 0.0023 @I(1) 

TROP -2.380671 -2.951125 0.1545 -3.201410* -2.954021 0.0289 @I(1) 

REER -4.787605 -2.951125 0.0005* - - - @I(0) 

GFCF_GDP -1.387612 -2.941145 0.5767 -2.135116* -1.951332 0.0333 @I(1) 

LnFDII -1.491601 -2.941145 0.5257 -2.383898* -1.951332 0.0187 @I(1) 

Source: Authors ‘Compilation from Eviews 11 Regression Output (2021). 
The aesteriks(*) sign is used to indicate stationarity at the 5% significance level  

 

Based on the summary of unit root in Table 1, the application of unit root tests in 

autoregressive distributed lag (ARDL) technique is necessary in order to ensure that the variables 

are integrated of order one and none of the variables is integrated of order 2 because the computed 

F-statistic provided by Pesaran and Shin (2001), are valid for only variables that are I(0) or I(1) 

and a combination of both. The outcome of the unit root test in Table 1 indicated that TLAF, 

TROP, LNFDII and GCF_GDP were integrated of order I(1) while REER achieved stationarity at 

level form i.e integrated of order I(0). Therefore, the variables under study are of mixed integration 

order and this has justified the use of ARDL bounds test approach to co-integration over other 

conventional approaches that require the variables to be integrated of the same order. 
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4.1.2 Cointegration Test 
Table 2. Autoregressive Distributed Lag Bounds Test for Co-Integration 
F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. I(0) I(1) 
F-statistic 4.105971 10% 2.49 3.38 
k 5 5% 2.81 3.76 
  2.5% 3.11 4.13 
  1% 3.5 4.63 

      Source: Authors’ Compilation from Eviews 11 Output (2021) 
 

From the ARDL bounds test in Table 2 and going by the decision rule of the Bounds Test, we 

cannot accept the null hypothesis of no cointegration since the F-Bounds Statistic of 4.105971 is 

greater than the I (0) and I (1) bounds at 10%, 5% and 1%, respectively, therefore we conclude 

that there existed a long run relationship among the variables. 
 

4.2 Dynamic Short Run ARDL Error Correction Model and Discussion  
Table 3. Result of Dynamic Short Run ARDL Error Correction Model for effect of 
globalization and trade liberalization on labour market in Nigeria 
ARDL Error Correction Regression  
Dependent Variable: D(LNTLAF)   
Selected Model: ARDL(4, 4, 4, 4, 4, 0)  

ECM Regression 

Variable Coefficient Std. Error t-Statistic Prob. 

C 26.76358 3.772006 7.095318 0.0001* 

D(lnTLAF(-1)) 1.502424 0.195130 7.699594 0.0001* 

D(lnTLAF(-2)) 0.640332 0.177034 3.617002 0.0068* 

D(lnTLAF(-3)) 0.256658 0.141949 1.808102 0.1082 

D(TROP) 0.001832 0.000293 6.247297 0.0002* 

D(TROP(-1)) -0.002434 0.000451 -5.394003 0.0007* 

D(TROP(-2)) -0.002583 0.000407 -6.344802 0.0002* 

D(TROP(-3)) -0.001036 0.000289 -3.580531 0.0072* 

D(lnFDII) 0.030747 0.006036 5.093486 0.0009* 

D(lnFDII(-1)) 0.038050 0.006180 6.156844 0.0003* 

D(lnFDII(-2)) 0.037727 0.006545 5.764372 0.0004* 

D(lnFDII(-3)) 0.029285 0.004674 6.265200 0.0002* 

D(GFCF_GDP) 0.001616 0.000549 2.943643 0.0186** 

D(GFCF_GDP(-1)) -0.000341 0.000391 -0.874439 0.4074 

D(GFCF_GDP(-2)) -0.000940 0.000442 -2.129710 0.0658 

D(GFCF_GDP(-3)) -0.004007 0.000609 -6.574295 0.0002* 

D(INFR) 0.000324 0.000177 1.831186 0.1044 

D(INFR(-1)) -0.001543 0.000286 -5.387912 0.0007* 

D(INFR(-2)) -0.001612 0.000294 -5.487048 0.0006* 

D(INFR(-3)) -0.001170 0.000223 -5.245438 0.0008* 

CointEq(-1)* -0.611454 0.227218 -7.092118 0.0001* 

Source: Researcher’s Extract from Eviews 11 Output Package 2021 

Key: * Significant at 1% level; ** Significant at 5% level 
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Constant (C): From the regression result above in Table 3, the coefficient of the constant term 

was positive and significant and had conform to a priori expectations. The value of the constant 

term is 26.76358 and this shows that when other explanatory variables are held constant, TLAF 

would increase by 26.76358 units on the average. 

Total Labour Force (TLAF): Analysis of the short run coefficients of TLAF was positive for the 

1st, 2nd and 3rd year lags and also statistically significant at 5% level of significance indicating a 

strong endogenous influence on itself by increasing itself by 1.502424 0.640332 and 0.256658 

units respectively.  

Trade Openness (TROP): Analysis of the short run coefficients of TROP had a positive 

relationship with Labour force in the current year in Nigeria and was significant at 5% level of 

significance but was found to have negative relationship with TLAF 1st and 2nd year lags and it 

was also statistically significant at 5% level of significance indicating a strong influence on TLAF 

in the current year by increasing TLAF significantly by 0.001832 , while decreasing TLAF 

significantly by 0.002434, 0.002583 and 0.001036 units, respectively on the average.  

Foreign Direct Investment Inflows (LNFDII): Analysis of the short run coefficients of lnFDII 

had a positive relationship with Labour force in the current, 1st, 2nd and 3rd year lags in Nigeria and 

significant at 5% level of significance indicating a strong influence on TLAF in the current by 

increasing TLAF significantly by 0.030747, 0.038050, 0.037727 and 0.029285 units, respectively 

on the average. 

Gross Fixed Capital Formation % Contribution of GDP (GFCF_GDP): Analysis of the short 

run coefficients of GFCF_GDP had a positive relationship with labour force in the current year in 

Nigeria and significant at 5% level of significance but was found to have a negative relationship 

with TLAF 1st, 2nd and 3rd year lags and also statistically insignificant at 5% level of significance 

in the 1st and 2nd years lag indicating a strong influence on TLAF in the current year by increasing 

TLAF significantly by 0.001616, while decreasing TLAF insignificantly by 0.000341 0.000940, 

respectively  while significantly decreasing TLAF by 0.004007 units in the 3rd year lag on the 

average.  

COINTEQ (-1): The error correction mechanism (ECM) met the required conditions. The 

significance and rule of ECM holds that negative and statistical significant error correction 

coefficients are necessary conditions for any disequilibrium to be corrected. In the light of this, the 

coefficient of ECM (-1) was 0.611454. The above result showed that the ECM (-1) value was -
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0.61% implying that there was convergence of the equilibrium should there be system 

disequilibrium. The negative sign of the coefficient satisfied one condition while the fact that its 

P-value [0.0001] was less than 5% [0.05] level of significance satisfied the second condition of 

statistical significance. The coefficient has indicated that the speed of adjustment between the short 

run dynamics and the long run equilibrium was 61%, thus, ECM will adequately act to correct any 

deviations of the short run dynamics to its long-run equilibrium by 61% annually. This means that 

if total labour force (TLAF) was at disequilibrium, it would converge back to equilibrium at an 

average speed of about 61% (0.611454 x 100) every year in Nigeria. 

 
4.3 ARDL Long Run Form for effect of globalization and trade liberalization on labour 
markets in Nigeria          
Table 4. Static Long Run Estimates of globalization and trade liberalization on labour 
markets in Nigeria. 

Variable Coefficient Std. Error t-Statistic Prob. 
TROP 0.003257 0.000362 9.000691 0.0000* 
lnFDII 0.012091 0.005075 2.382559 0.0444** 

GFCF_GDP 0.00000535 0.001555 0.003442 0.9973 
INFR 0.001458 0.000324 4.498915 0.0020* 
REER 0.000114 5.16E-05 2.209733 0.0581 

Source: Authors’ Extract from Eviews 11 Output Package 2021 
Key: * Significant at 1% level; ** Significant at 5% level 

 

Trade Openness (TROP): The long run estimates of trade openness had a positive relationship 

with Total Labour Force (TLAF) increasing TLAF by 0.003257 units significantly at 5% level of 

significance. 

Foreign Direct Investment Inflows (lnFDII): The long run estimates of foreign direct investment 

inflows had a positive relationship with Total Labour Force (TLAF) increasing TLAF by 0.012091 

units significantly at 5% level of significance. 

Gross Fixed Capital Formation % Contribution to GDP (GFCF_GDP): The long run 

estimates of GFCF_GDP had a positive relationship with Total Labour Force (TLAF) increasing

TLAF by 0.00000535units insignificantly at 5% level of significance. 

Real Effective Exchange Rate (REER): The long run estimates of REER had a positive 

relationship with Total Labour Force (TLAF), increasing TLAF by 0.000114 units insignificantly 

at 5% level of significance. 
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4.4 Diagnostic Test/Post Estimation Test 

4.4.1 Breusch-Godfrey Serial Correlation LM Test 

Serial correlation in the error term affects the standard errors and variances of the variables 

estimated in the model thereby distorting inference. In other to avoid this pitfall, the study carried 

out a serial correlation LM check for autocorrelation in the error term entering the model. The 

result of the test is presented the Table 5 below. 

 
Table 5. Result Breusch-Godfrey Serial Correlation LM Test 

Breusch-Godfrey Serial Correlation LM Test:  

Null hypothesis: No serial correlation at up to 2 lags 

F-statistic 0.375556 Prob. F(2,6) 0.7020 

Obs*R-squared 3.894016 Prob. Chi-Square(2) 0.1427 

                  Source: Authors’ Extract from Eviews 10 Output package (2021). 

 

From Breusch-Godfrey Serial Correlation LM Test table, the null hypothesis of no serial 

correlation cannot be rejected as the p-value from the LM serial correlation test was 0.1427 > 0.05 

level of significance indicating an acceptance of the null hypothesis.  

 

4.4.2 Breusch-Pagan-Godfrey Heteroskedasticity Test 

Heteroscedasticity is the violation of the ordinary least square. Regression assumption states that 

the variance of the Error terms are homoscedastic, that is, the error terms have a constant variance. 

Simply put, heteroskedasticity occurs when the variance of the error terms are not constant for all 

values of x. In order to avoid this pitfall, the study carried out a Breusch-Pagan-Godfrey 

Heteroskedasticity Test in the error term entering the model. The result of the test is presented in 

the Table 7 below. 

 

 

Table 6. Result of Breusch-Pagan-Godfrey Heteroskedasticity Test 

Heteroskedasticity Test: Breusch-Pagan-Godfrey 

Null hypothesis: Homoskedasticity  

F-statistic 0.703656 Prob. F(26,8) 0.7655 

Obs*R-squared 24.35161 Prob. Chi-Square(26) 0.5559 

Scaled explained SS 3.038303 Prob. Chi-Square(26) 1.0000 

Source: Authors’ Extract from Eviews 10 Output package 
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From Breusch-Pagan-Godfrey Heteroskedasticity result, the null hypothesis of no serial 

correlation cannot be rejected as the p-value from the Heteroskedasticity Test was 0.5559 > 0.05 

level of significance indicating an acceptance of the null hypothesis. 

 

4.4.3 Stability Test  

4.4.3.1 Ramsey Reset Test  

The Ramsey Regression Equation Specification Error Test (RESET) test is a general 

specification test for the linear regression model. More specifically, it tests whether non-linear 

combinations of the fitted values help explain the response variable. 

 

Table 7. Result of Ramsey Reset Test 

Ramsey RESET Test   

Specification: lnTLAF TROP lnFDII GFCF_GDP INFR REER lnTLAF(-1) 

 Value df Probability  

t-statistic  0.722791  31  0.4752  

F-statistic  0.522427 (1, 31)  0.4752  

Likelihood ratio  0.635058  1  0.4255  

        Source: Authors’ Extract from Eviews 11 Output package (2021) 
 

From the RESET test result, the null hypothesis of no specification error cannot be rejected as the 

p-value of the F-statistic from the RESET test was 0.4752 > 0.05 level of significance indicating 

an acceptance of the null hypothesis. 
 

4.4.4.2 Cumulative and Cumulative Squares Test 

The cusum and cusum of squares for model stability was employed to check for the stability of the 

parameters in the model. The result of the stability test is shown below: 

 

 
Figure 4. Cusum test for model stablility 
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Figure 5. Cusum of Squares for model stability 

The cusum and cusum squares diagrams showed that the model was stable as the cusum line lied 

in between the 5% boundary. 

 
4.4.4 Toda and Yamamoto Granger Causality Test 

The Toda and Yamamoto method of Granger causality test is relatively more efficient in small 

sample data sizes and is particularly appropriate for time series for which the order of integration 

is not known or may not be necessarily the same, or the order of integration is more than two. 

Table 8. Result of Toda and Yamamoto Granger Causality Test 

Granger Causality/Block Exogeneity Wald Tests 

Dependent variable: lnTLAF  

Excluded Chi-sq df Prob. 

GFCF_GDP  3.950176 4  0.4128 

lnFDII  10.49060 4  0.0329 

lnREER  4.341198 4  0.3618 

TROP  14.02314 4  0.0072 

All  33.15023 16  0.0071 

Dependent variable: GFCF_GDP  

Excluded Chi-sq df Prob. 

lnTLAF  10.21978 4  0.0369 

Dependent variable: lnFDII  

Excluded Chi-sq df Prob. 

lnTLAF  0.374627 4  0.9845 

Dependent variable: lnREER  

Excluded Chi-sq df Prob. 

lnTLAF  6.846582 4  0.1442 

Dependent variable: TROP  

Excluded Chi-sq df Prob. 

lnTLAF  2.234990 4  0.6926 

Source: Authors’ extract from Eviews 11 output (2021). 
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From the result of Toda and Yamamoto Granger causality test in Table 8 above,  TLAF only 

granger caused GFCF_GDP with 0.0369 < 0.05 while GFCF_GDP did not granger cause TLAF 

indicating a Uni-Directional causality between total labour force and gross fixed capital formation 

in Nigeria. 

 

Only Trade Openness (TROP) and Foreign Direct Investment Inflows (lnFDII) granger caused

Total Labour Force (TLAF) at 5% level of significance with their respective P-values 0.0329 and 

0.0072 < 0.05 indicating a Uni-Direction causality existing between them. 

 

4.5. Discussion of Findings 

4.5.1 Effect of trade openness on labour market in Nigeria 

Trade Openness (TROP) was found to have a positive relationship with Labour force in the current 

year and it supported labour market positively in the long run in Nigeria and was significant at 5% 

level of significance but was found to have a negative relationship with TLAF in the 1st and 2nd 

year lags where the result of the Toda and Yamamoto indicated that trade openness granger caused 

labour market positively in Nigeria. This finding is not surprising as it conforms to economic 

apriori expectation because openness of an economy is an indispensable enabler of growth, job 

creation, and poverty reduction. No country has developed successfully in modern times without 

harnessing economic openness to international trade, investment, and the movement of people. 

This is especially relevant for smaller countries as rarely has any country with less than 10 million 

people reached high income status with less than 50 percent of exports in GDP. Umoru (2013) 

gave credence to this finding when he investigated the relation between trade liberalization and 

industrial growth in Nigeria where his empirical findings revealed that there was a positive and 

significant correlation between trade liberalization and industrial growth in Nigeria. 

 

4.5.2 Effect of Foreign Direct Investment Inflows on labour market in Nigeria 

Foreign Direct Investment Inflows (lnFDII) was found to have a positive relationship with labour 

force in the current, 1st, 2nd and 3rd year lags in Nigeria and was significant at 5% level of 

significance indicating a strong influence on TLAF. In the long run, lnFDII was found to also have 

a strong positive relationship with TLAF and statistically significant at 5% level of significance. 

This finding conforms to apriori expectation because countries receiving foreign direct investment 
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often experience higher economic growth by opening it up to new markets, as seen in many 

emerging economies while it was also designed to create new businesses in the host country, which 

usually translated to job creation and higher wages in the labour market. Khun (2018) laid support 

to this finding while investigating impact of foreign direct investment (FDI) on economic growth 

in Cambodia and he asserted that, in general, positive influence of FDI is explained by 

‘technological diffusion’ originating from firms accepting foreign capital and spreading to related 

companies in a form of technical support. The analysis covered the period between 1998 and 2010 

revealed that there was a positive relationship between economic growth (GDP) and FDI. 

 

4.5.3 Effect of Gross Fixed Capital Formation on labour market in Nigeria. 

Gross Fixed Capital Formation % Contribution of GDP (GFCF_GDP): Was found to have a 

positive relationship with labour force in the current year in Nigeria and was significant at 5% 

level of significance but was found to have a negative relationship with TLAF 1st, 2nd and 3rd year 

lags. In the long run, gross fixed capital formation had an insignificant positive relationship with 

total labour force in Nigeria. Human capital formation depends on the people’s education, training, 

health, social and economic security, freedom and welfare facilities for which sufficient capital is 

needed. Labour force needs up-to-date implements and instruments in sufficient quantity so that 

with the increase of population there would be optimum increase in production and increased 

labour is easily absorbed. Okonkwo (2010), gave credence to this finding when he studied impact  

of  capital  formation  on economic  growth  in  Nigeria  from  1979-2008 employing  the  use  of  

the  classical  linear  regression model (CLRM) through the ordinary  least  square (OLS) method. 

The result showed that capital formation, government deficit, money supply were positively 

related to RGDP. 

 

4.5.4 Effect of Real Effective Exchange Rate on labour market in Nigeria 

Real Effective Exchange Rate (REER) was found to have a positive relationship with total labour 

force insignificantly at 5% level of significance in the long run. When a country has a good 

purchasing power in the global market, it means its goods are becoming more expensive relative 

to its competitors and also, an increase in the real exchange rate means people in the country can 

get more foreign goods for an equivalent amount of domestic goods. Therefore an increase in the 

real exchange rate would tend to increase net imports. Foreigners would buy our less expensive 
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exports. It then becomes more attractive to buy imports. Ayodele (2014), pointed out in his studies  

entitled, that Nigeria’s Stock Exchange (NSE) and the Nigerian Securities and Exchange 

Commission  as  well  as  inflation had a  significant  influence  on  the  economy  of  Nigeria.  

 

5. Summary of Findings, Conclusion and Recommendations 

5.1 Summary of Findings 

The study investigated effect of globalization and trade liberalization on labour market in Nigeria 

for the period 1981-2019. The specified model was estimated using the ARDL model to determine 

the level of impact that one variable had on each other and the direction of causality between them 

using Toda and Yamamoto Granger Causality Test. The study established following:  

• Trade Openness (TROP) had a positive relationship with Labour force in the short and long 

run period in Nigeria, where toda and yamamoto causality test indicated that TROP granger 

causes labour market positively in Nigeria.  

• Foreign Direct Investment Inflows (lnFDII) had a positive relationship with Labour market 

in the short and long run period in Nigeria. 

• Gross Fixed Capital Formation % Contribution of GDP (GFCF_GDP) had a weak positive 

relationship with Labour force in the short run and insignificantly influenced labour market 

in the long run.  

• Real Effective Exchange Rate (REER) had a positive relationship with Total Labour Force 

insignificantly at 5% level of significance in the long run. 

 

 

 

5.2 Conclusion  

This study used ARDL model to investigate effect of globalization and trade liberalization on 

labour market in Nigeria for the period 1981-2019. From the empirical findings of the study, trade 

openness (TROP) and foreign direct investment inflows (lnFDII) positively contributed and 

influenced labour market more than gross fixed capital formation (GFCF_GDP) and real effective 

exchange rate (REER) in Nigeria. 
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The conclusion to be drawn from this study is that trade openness and foreign direct investment 

are strong determinants of labour market growth in Nigeria while exchange rate and gross capital 

formation are weak determinants of labour market in Nigeria especially real effective exchange 

rate in Nigeria in the presence of other internal and external macro-economic shocks. Nevertheless, 

to achieve a high and sustainable growth, the study shall proffer some policy recommendations 

which when properly implemented would surely stimulate greater growth of output. 

 
5.3 Policy Recommendation 

1. Nigeria, as a developing nation, should develop its own domestic technology in order to 

reap the full benefits of globalization, as China and other countries of the world have done. 

To prevent macroeconomic volatility, developed countries must liberalize their short-term 

capital movements gradually in order for globalization to succeed. 

2. There is the need to strengthen Nigeria's trade relationships with other countries. 

Appropriate steps should be taken to moderate Nigeria's trade ties so that Nigeria benefits 

more from any trade relations with other countries. This might necessitate trade controls in 

certain aspects of production in order to support domestic enterprises and the real economy 

in general. 

3. There is the need for appropriate policy measures to be pursued of either monetary or fiscal 

policy that would have good synergy with globalization such as reducing company income 

tax of the manufacturing firms while improving on the local infrastructure which would 

boost the productive capacity of the firms to produce quality goods for exports which, in 

turn, will improve nation’s exchange rate with the global world. This might lead to 

improvement in gains derived from globalization by Nigeria. 

4. Government should look into ways of improving gross capital formation in the country by 

investing in strategic sectors such as agriculture, infrastructure, housing and real estate, 

petroleum, mining, etc.of the economy through provision of essential public goods 

adequate enough to create employment opportunities which would go a long way in turning 

the industrial hub into solid competitors of essential capital goods producers. 
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Abstract 
This paper assesses the incidence of intellectual capital disclosure (consisting of human, structural 

and relational disclosures) around the world. Intellectual capital disclosure has in recent years 

gained importance as there has been a rapidly growing realization of its importance as a whole 

in the financial statements of organisations. The paper reviews previous works by various scholars 

and practitioners on intellectual capital disclosure across various countries while also examining 

its relevance and applications. Findings reveal that there has been a consistently growing research 

interest in intellectual capital disclosure and its impact on the firms in emerging/developing

countries. The paper concludes that disclosure of intellectual capital has been seen to further 

improve both the value and image of an organization; therefore, organisations in developing 

countries willing to enhance their corporate image should be involved in intellectual capital 

disclosure. 

 

Keywords: Intellectual capital, Disclosure, Human capital, Structural capital, Relational capital, 

Emerging economies 

 

1.0 Introduction 

There has been an ongoing debate on the concept of intellectual capital (IC) and its disclosure in 

financial statements, which has gained prominence in recent years (Kasoga, 2020). IC has 

increasingly been seen as an integral part of firms’ value-creating processes (Cumby & Conrod, 

2001; Sullivan, 2000). There has been a rapidly growing realization of the importance of disclosure 

of intellectual capital as a whole in the operation of organisations. Several Scandinavian companies 

have taken the global lead in this regard, such as Skandia, Carl-Bro and Celemi, who have all 

publicly disclosed intellectual capital statements. 
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In a knowledge intensive economy, a company’s intellectual capital, whether it is derived from its 

employees, customer databases or brands, undoubtedly contribute to a company’s success and its 

ultimate value. Most of these intangible assets cannot be included within a company’s balance 

sheet and intellectual capital disclosures in the annual report and financial statements have been 

largely voluntary. The role of intellectual capital (IC) in creating value has become crucial in 

achieving a competitive advantage in the market place (Usoff et al., 2002). This role is highlighted 

in (Drucker, 1993) whereby it was stated that knowledge has become the key economic resource 

and the dominant and perhaps even the only source of competitive advantage. 

 

Prior literature tends to define intellectual capital (IC) as non-monetary assets or resources without 

physical substance, such as innovation, knowledge, research and development, employee training 

or customer satisfaction, underlying a firm’s value creation process (Lev & Zambon, 2003). The 

importance of IC resources in a firm’s value creation process has continuously increased due to 

the transition from manufacturing-based economies towards knowledge-based economies (Barth 

& Clinch, 1998; Kallapur & Kwan, 2004). IC is a key issue in strengthening a firm’s competitive 

position and in achieving its objectives (Guthrie & Petty, 2000). In recent years, companies have 

become aware of the importance of managing external communication systematically with respect 

to intellectual capital. 

 

Various studies of investors’ and analysts’ requests for information indicate a substantial 

difference between the type of information found in companies’ annual reports and the type of 

information demanded by the market, such as (Eccles et al., 2001; Eccles & Mavrinac, 1995). In 

general, companies, investors and analysts request more reliable information on, for example, 

managerial qualities, expertise, experience and integrity, customer relations and personnel 

competencies – all factors related to intellectual capital. The importance of intellectual capital and 

its management to the organisation is not really a new phenomenon (Abdulaali, 2018). Awareness 

of its value has grown substantially in recent years. Over the last decade, there has been growing 

recognition that these types of assets have become the most valuable and fastest growing part of 

any economy (Omiunu, 2019). Studies have revealed that users of financial report now require 

more information than what eyes could see in the published financial statement. 


