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ABSTRACT 

This study investigates the determinants of unemployment in Nigeria using the 

Autoregressive Distributed Lag (ARDL) model and data from 1999 to 2023. The empirical 

findings reveal that in the short run, population growth and real GDP have a significant 

negative impact on unemployment while inflation and government expenditure exhibit a 

positive and significant effect on unemployment. In the long run, population growth continues 

to have a significant negative impact on unemployment, inflation remains positively related to 

unemployment, government expenditure maintains a positive relationship with unemployment 

while real GDP has a negative effect on unemployment, underscoring the importance of 

sustained economic growth in fostering employment. Based on these findings, the study 

recommends policies aimed at tackling unemployment. Specifically, inflation control 

measures should be implemented to stabilize prices and support employment-friendly 

macroeconomic conditions and government expenditure should be efficiently allocated to 

high-impact sectors such as education, vocational training, and technology-driven industries 

to maximize job creation.  
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CHAPTER ONE 

INTRODUCTION 

1.1 Background to the Study 

Unemployment occurs when a large number of physically fit individuals of working age 

in a nation are willing to work but are unable to find employment at the existing wage levels. 

People who do not want to work or who are physically or mentally incapable of working are 

not considered unemployed (Ajakaiye, Adeyemi & Adeniran, 2018). Unemployment in Nigeria 

has been a long-standing challenge, significantly affecting the socio-economic landscape of the 

country. Despite being one of the largest economies in Africa, Nigeria continues to struggle 

with high levels of unemployment, particularly among its youth and university graduates. In 

recent years, the unemployment rate has soared, exacerbating poverty and contributing to social 

instability. According to the National Bureau of Statistics (2024), Nigeria's unemployment rate 

stood at approximately 33.3%, one of the highest in the world. Understanding the factors 

driving this alarming unemployment rate is crucial for developing effective policies that can 

help tackle the issue and foster sustainable economic growth. 

Population growth has been one of the key drivers of economic changes in Nigeria, with 

a notable impact on unemployment rates. Nigeria is the most populous country in Africa, with 

its population exceeding 200 million people in 2023 (World Bank, 2023). This rapid population 

growth, however, has posed challenges to the economy, particularly in the labour market. The 

increasing population often leads to a higher number of individuals entering the job market, but 

the supply of jobs does not grow at the same pace due to a variety of factors, including limited 
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industrial development, insufficient infrastructure, and lack of diversification in the economy 

(Ogunleye & Akinmoladun, 2022). 

Several studies suggest that Nigeria’s labour force growth outpaces job creation. This is 

particularly true for youth unemployment, which has become a pressing concern (Obi et al., 

2021; Oladipo, 2021). According to the National Bureau of Statistics (NBS, 2023), population 

of Nigeria’s youth unemployment rate rose to over 50% in recent years, which has been 

attributed to both a growing youth population and the failure of the economy to provide 

sufficient job opportunities (NBS, 2023). Moreover, inadequate education and skills training, as 

well as the slow pace of economic diversification, contribute significantly to the unemployment 

rate (Ogunleye & Akinmoladun, 2022). 

Population growth, therefore, exacerbates the unemployment issue in Nigeria by 

increasing the demand for jobs without a corresponding increase in job opportunities, leading to 

higher levels of underemployment and joblessness, particularly among the youth. A critical 

look at the Nigerian banking sector, engineering sector, administrative among others, are now 

replacing humans for machines. More so, the approach of Nigeria to modernization is 

extremely poor. This has led to low input to output ratio in workers’  productivity and 

apparently a decline in their quality of skills. Nigeria has one of the highest population growth 

rates in the world, with an annual growth rate around 2.5% to 3%, meaning the country adds 

roughly 5 to 6 million people each year. As of 2024, Nigeria's population is estimated to be 

over 220 million people (National Population Commission, 2023). This rapid growth presents 
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both opportunities and significant challenges, particularly in terms of job creation and 

economic development (Rasheed, 2023). 

A significant portion of government spending in Nigeria has been directed towards 

public infrastructure projects such as roads, bridges, and power generation. However, studies 

show that the effectiveness of these expenditures in reducing unemployment is often hampered 

by corruption, mismanagement, and inefficient public sector administration. For example, 

Adebayo (2023) suggests that while government spending on infrastructure may create short-

term employment opportunities, the long-term impact on unemployment is limited due to the 

lack of sustainable investments in key sectors such as agriculture, manufacturing, and 

technology (Adeniran, 2023). 

Moreover, the Nigerian government has faced challenges in adequately addressing its 

expenditure on human capital development, such as education and training, which are essential 

for reducing unemployment in the long run. Adebayo and Ogunleye (2023) argue that more 

targeted government expenditure on skill acquisition programs and vocational training would 

help bridge the gap between the skills of the labour force and the demands of the job market. 

Government expenditure plays a significant role in influencing unemployment levels in an 

economy. It can act as both a direct and indirect determinant of unemployment by influencing 

aggregate demand, labour market conditions, and economic growth. The effects of government 

expenditure on unemployment depend on the type of spending, the state of the economy, and 

how it impacts both the demand for labour and the supply-side factors.  
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Government spending on infrastructure has been shown to have a positive short-term 

effect on reducing unemployment by creating direct job opportunities (Kovacheva & Beghin, 

2023). Education and training programs reduce structural unemployment by increasing 

workers' employability in evolving industries. Unemployment benefits can help sustain 

consumption and reduce poverty during periods of joblessness but may increase the duration of 

unemployment in some cases (Browning & Heider, 2023). Government expenditure is a crucial 

determinant of unemployment. The impact of government spending on unemployment varies 

depending on the type of expenditure, the economic context, and the labour market conditions. 

While Keynesian theory emphasizes the importance of government spending in reducing 

cyclical unemployment, classical and neoclassical perspectives caution against long-term 

government intervention. Structuralist economists argue that targeted spending on education 

and training is the key to addressing unemployment in the long run (Brynjolfsson & McAfee, 

2024). Balancing the different types of government expenditure can play a pivotal role in 

managing unemployment levels and improving labour market outcomes. 

Consequently, inflation and unemployment are two macroeconomic variables that are 

closely interlinked, and the relationship between them can be analyzed using the Phillips curve, 

which suggests an inverse relationship between inflation and unemployment in the short run. 

However, in the case of Nigeria, this relationship is more complicated due to several structural 

issues within the economy. Nigeria has faced persistent inflationary pressures in recent years, 

driven largely by factors such as currency devaluation, rising fuel prices, and food insecurity. 

According to the Central Bank of Nigeria (CBN, 2023), inflation in Nigeria reached an average 
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of 22% in 2023, a figure that significantly impacted the cost of living and purchasing power of 

Nigerians. The combination of high inflation and low wages has led to a situation where many 

people are underemployed or forced into the informal sector, further exacerbating 

unemployment rates (CBN, 2023). 

Moreover, Nigeria's economy is not sufficiently diversified. Although the government 

has made efforts to promote sectors such as agriculture, manufacturing, and technology, these 

efforts have yet to yield significant results in terms of job creation (Okun, 2020). The lack of 

diversification means that when the oil sector faces downturns, alternative sectors fail to absorb 

the workforce, perpetuating unemployment (Akinola, 2022). Furthermore, inflation remains a 

persistent problem in Nigeria. High inflation rates erode purchasing power and increase the cost 

of living, making it harder for businesses to operate and for new ones to emerge, thereby 

limiting the creation of jobs (National Bureau of Statistics, 2024). Efforts to diversify the 

economy away from oil have been slow. While there has been growth in sectors such as 

telecommunications and agriculture, they have not created enough formal jobs to absorb the 

growing labour force. The lack of industrialization has particularly limited the number of 

manufacturing jobs available, which are crucial for large-scale employment (Ajakaiye & 

Adeyeye, 2020). Nigeria's rapidly growing population has contributed to a significant increase 

in the labour force, putting pressure on the economy to create jobs. With a population of over 

220 million and a youth population that makes up a substantial proportion of the workforce, 

unemployment rates are high as the economy struggles to keep pace with population growth 

(CBN, 2022).  
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The impact of inflation on unemployment in Nigeria is also influenced by the 

country’ s reliance on oil exports. Fluctuations in global oil prices have had a significant 

impact on Nigeria’ s inflation rates and, consequently, on employment levels. For example, the 

inflation rate surged during periods of oil price crashes or when the naira depreciated, leading 

to higher unemployment as businesses scaled down operations or closed altogether (Adefolalu 

& Odukoya, 2023). Moreover, inflation can erode real wages, reducing the incentive for 

businesses to hire new workers, as labour costs increase without a corresponding increase in 

productivity. This can result in reduced demand for labour, leading to higher unemployment. 

Studies by Adefolalu and Odukoya (2023) suggest that high inflation creates an environment of 

economic uncertainty, which can discourage private investment and business expansion, further 

reducing the number of job opportunities available to the unemployed. 

1.2 Statement of the Problem  

The country’s economy has experienced periods of growth; it has not been robust or 

inclusive enough to create the required jobs for its growing population. Low or stagnant growth 

rates contribute to persistent unemployment, as economic output fails to match the expanding 

labour force (Adebayo & Olumide, 2023). Nigeria's over-reliance on oil exports has stunted the 

diversification of its economy. The oil sector, being capital-intensive, does not generate many 

jobs compared to sectors like manufacturing or agriculture. Fluctuations in global oil prices 

often exacerbate unemployment, as the government may reduce public sector employment or 

cut investments in other sectors during periods of low oil revenues (Oni & Adesina, 2023). This 

dependency on oil has also discouraged investments in labour-intensive industries. Inflation, 
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particularly food and fuel inflation, reduces the purchasing power of individuals and 

households, leading to decreased demand for goods and services. As businesses face higher 

costs and reduced demand, they often cut back on production and employment. The high cost 

of living and wage stagnation means many Nigerians remain unemployed or underemployed 

(Adewunmi & Akinwunmi, 2023). 

Given Nigeria's status as Africa's most populous country, with an estimated population 

exceeding 200 million by 2023 (World Bank, 2023), this research will explore the strain that 

population growth places on the labour market, particularly in terms of job creation, youth 

unemployment, and underemployment. Previous studies have indicated that the growing 

population, particularly among the youth, contributes significantly to the high levels of 

unemployment in Nigeria (Ogunleye & Akinmoladun, 2022). By analyzing demographic 

trends, labour force participation rates, and economic policies over recent years, this study will 

provide a detailed examination of how population growth impacts job availability and labour 

market dynamics in Nigeria, with a particular focus on the period from 2022 to 2025. 

As the government allocates funds for various sectors such as infrastructure, education, 

and healthcare, the impact of these expenditures on employment levels remains a topic of 

debate. Previous research by Okun and Adebayo (2022) suggests that government spending has 

the potential to reduce unemployment, but its effectiveness is often limited by inefficient 

management and misallocation of resources. This research will explore the specific areas where 

government expenditure has been most impactful in creating jobs, as well as those areas where 

expenditure has not yielded significant improvements in employment. With inflation rates in 
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Nigeria peaking at over 22% in 2023 (Central Bank of Nigeria, 2023), it is critical to 

understand how inflation impacts the cost of living, wages, and the overall economic 

environment, thereby influencing unemployment trends. Adefolalu and Odukoya (2023) 

suggest that high inflation erodes purchasing power and creates economic uncertainty, which 

can reduce business investment and job creation. Despite efforts to boost the economy through 

various reforms and initiatives, the country struggles with high unemployment, particularly 

among the youth. Addressing these issues requires focused investment in non-oil sectors, 

improved infrastructure, and job creation strategies to absorb the growing working-age 

population (Ogbeide & Kadiri, 2016; Raifu, 2017). This study seeks to fill gap in literature by 

examining the determinants of unemployment in Nigeria. 

Sequel to the above, this study seeks to examine the following research questions: What 

is the impact of population growth on unemployment in Nigeria? Does evaluate the effect of 

government expenditure on unemployment? What is the impact of inflation rate on 

unemployment in Nigeria? 

1.3 Objectives of the Study 

The main objective of this study is to examine the determinants of unemployment in 

Nigeria. The specific objectives of this study are to: 

1. determine the impact of population growth on unemployment;  

2. examine the effect of government expenditure on unemployment; and 

3. investigate the impact of inflation rate on unemployment. 
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1.4 Research Hypothesis 

The research will be guided by the following hypothesis: 

Ho1: Population growth has no significant impact on unemployment. 

Ho2: Government expenditure has no significant effect on unemployment. 

Ho3: Inflation rate has no significant impact on unemployment. 

1.5 Scope of the Study 

The scope covers the determinants of unemployment in Nigeria for the period of 1990-

2023. This study dealt mainly with the implications of inflation and government expenditure, 

real gross domestic product, population growth and unemployment in Nigeria. This study 

focuses on unemployment and Nigeria economy, with evident that employment will only 

increase if there is low inflation than productivity. Other things being equal, the greater the 

amount of goods and services produced,  

1.6 Significance of the Study  

Since unemployment is a critical issue in Nigeria, affecting its economic growth, social 

stability, and overall development. This study on unemployment is essential for policymakers, 

economists, and stakeholders to identify its causes, consequences, and potential solutions. This 

study will be relevant as it enlightens that unemployment reduces productivity and economic 

output. It will also recommends that a high unemployment rate indicates that a portion of the 

labour force is underutilized, which hampers economic growth. The suggestion from the study 

will be relevant to policy makers in identifying and addressing the causes of unemployment; 
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Nigeria can achieve higher levels of Gross Domestic Product (GDP), reduce poverty, and 

promote sustainable development. 

This study of unemployment will enable policymakers to also identify skills gaps in the 

labour market. This helps to create relevant training programs to equip workers with the skills 

that are in demand. The suggestion from the findings will revealed that high unemployment 

increases government spending on welfare programs, like unemployment benefits and social 

protection. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Conceptual Issues 

Unemployment is indeed a global economic challenge that hampers social progress and 

development. It is commonly viewed as one of the major barriers to economic growth, 

representing a significant waste of a country’ s human resources, with substantial welfare 

losses resulting from lower output and reduced income levels (Akinboyo, 1987; Raheem, 

1993). The impact of unemployment is especially pronounced in developing regions such as 

Africa, where it is often seen as a major impediment to economic development and social 

stability (Vandemortele, 1991; Rama, 1998). In the context of Nigeria, unemployment has been 

described as a critical issue, negatively affecting economic performance, reducing the well-

being of the population, and contributing to high levels of poverty (Oladeyi, 1994; Umo, 1996). 

Recent studies and reports indicate that the problem of unemployment in Nigeria has 

worsened in recent decades. Nigeria's youth bulge has exacerbated the issue, with the number 

of jobseekers far exceeding the opportunities available. According to the National Bureau of 

Statistics (NBS), youth unemployment remains disproportionately high, with millions of young 

Nigerians unable to find suitable work, despite the country’ s expanding population and 

economic growth potential (NBS, 2023). This situation is compounded by structural 

inefficiencies, including mismatches between the education system and labour market 

demands, underdeveloped sectors such as agriculture and manufacturing, and inadequate 

infrastructure (World Bank, 2021). 
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The critical need to address the negative consequences of unemployment has driven 

policymakers in developing nations, including Nigeria, to focus more on creating sustainable 

jobs and tackling labour market imbalances. Programs targeting job creation, such as Nigeria's 

National Social Investment Program (NSIP) and various youth empowerment schemes, reflect 

the increasing attention given to reducing unemployment as a central goal in national 

development strategies (Okoye, 2022). Nonetheless, the effectiveness of these initiatives 

remains debatable, as challenges such as corruption, mismanagement of resources, and 

insufficient policy implementation continue to undermine progress in alleviating 

unemployment (Agboola, 2020). 

In conclusion, while the issue of unemployment remains a persistent challenge 

worldwide, it is particularly pronounced in African nations like Nigeria, where its effects on 

social well-being, poverty, and economic growth are profound. Effective interventions aimed at 

diversifying the economy, enhancing educational outcomes, and improving governance are 

crucial to mitigating the adverse effects of unemployment in the country. 

In the study of unemployment in Africa Okonkwo (2005) identified three (3) cause of 

unemployment, the educational system, the choice of technology which can either be labour 

intensive or capital intensive and inadequate attention to agriculture. The use of machines to 

replace work done by labour and computerization has contributed to these social problems in 

the sense that what for example forty (40) men can do manually a machine will only need like 

five (5) men. Therefore, the remaining thirty five (35) are unemployed. More so, lack of 

enough education and skill to have access to credit and capital can lead to unemployment. 
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To Bello (2003) mismanagement of government funds, harsh economic conditions and 

policies, ugly incidence perversion of corruption, insecurity of the Nigerian environment and 

political instability have been responsible for the increase level of unemployment in Nigeria. 

On his part Alanana (2003) view unemployment in Nigeria as a result of so many factors such 

as population growth. He maintained that Nigerian state continued to witness high rate of 

population increase. Which give rise to an overwhelming increase in the number of young 

people thereby resulting to existences of a large number of the working age population which 

the economy cannot fully absorb. Another factor identify as the rationale behind the ugly 

scenario is that rural urban migration especially by the youth. Unemployment can indeed be 

classified into several types based on the causes and duration of joblessness. Each type reflects 

different economic dynamics and labour market issues. Here's a breakdown of the main types: 

Types of Unemployment 

Unemployment remains one of the most pressing economic challenges worldwide, 

including in Nigeria. It takes various forms depending on the underlying causes, the dynamics 

of the labour market, and the broader economic conditions. Unemployment is a multifaceted 

issue that varies based on underlying causes, economic conditions, and labour market 

dynamics. Understanding the different types of unemployment frictional, structural, cyclical, 

seasonal, long-term, and classical can help policymakers design targeted interventions to 

address these challenges.  
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Frictional Unemployment 

Frictional unemployment refers to the temporary unemployment that occurs when 

workers transition between jobs, are entering the labour force for the first time, or are 

voluntarily leaving one job in search of another (Harris & McDonald, 2020). This type of 

unemployment is considered a natural and often short-term phase in a healthy economy. It 

reflects the time workers take to find a job that matches their skills and preferences. Frictional 

unemployment can also occur when people relocate or change careers. In Nigeria, the youth 

demographic is a significant contributor to frictional unemployment. As new graduates enter 

the labour market, they often face challenges in securing jobs that align with their 

qualifications, leading to brief periods of unemployment. The National Bureau of Statistics 

(NBS) reported that Nigeria’ s youth unemployment rate was high, reflecting the mismatch 

between job market supply and the growing pool of young job seekers (NBS, 2023). 

Structural Unemployment 

Structural unemployment occurs when there is a mismatch between the skills of the 

workforce and the needs of the employers. This type of unemployment arises from shifts in 

industries, technological changes, or policy changes that alter the structure of the economy 

(Berman et al., 2021). Structural unemployment is often caused by technological advancements 

or economic shifts, such as the decline of certain industries (e.g., coal mining) and the rise of 

new sectors (e.g., technology or green energy). In Nigeria, the structural shift away from 

agriculture and oil dependency has not been met with sufficient retraining of workers, 

exacerbating unemployment in those sectors (Ola, 2022). In recent years, particularly with the 
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decline of the oil sector and the slow pace of industrial diversification in Nigeria, structural 

unemployment has been increasingly prevalent. The mismatch between the available skills in 

the workforce and the demands of the modern economy has made it harder for many Nigerians 

to find jobs in emerging sectors like technology and services (World Bank, 2023). 

Cyclical Unemployment 

Cyclical unemployment occurs due to downturns in the economy. During periods of 

economic recession or contraction, businesses reduce their output and workforce, leading to job 

losses (Smith & Zang, 2020). This type of unemployment is linked to the economic cycle. 

When there is a recession, demand for goods and services falls, and businesses respond by 

reducing their labour force. Cyclical unemployment tends to rise during economic downturns 

and falls when the economy recovers. The COVID-19 pandemic had a significant cyclical 

impact on employment in Nigeria, leading to widespread job losses as businesses closed or 

scaled down operations due to lockdowns and reduced demand. According to the Central Bank 

of Nigeria (CBN), the unemployment rate spiked during the pandemic, peaking at 33.3% in 

2020 (CBN, 2021). Although the economy has shown signs of recovery, cyclical 

unemployment remains a challenge due to global economic uncertainties. 

Seasonal Unemployment 

Seasonal unemployment occurs in industries that are dependent on specific seasons or 

periods of the year, such as agriculture, tourism, and retail (Jones & Martin, 2019). In sectors 

like agriculture, workers are employed only during planting and harvest seasons, and in 

tourism, employment peaks during holidays and peak travel periods. Outside these seasons, 



16 

 

unemployment is a natural occurrence. In Nigeria, agriculture is a significant part of the 

economy, but seasonal unemployment affects rural workers who are employed only during 

certain farming periods. The tourism sector in Nigeria also faces seasonal challenges, with 

fluctuating demand during holidays and festive seasons (NBS, 2023). Additionally, retail jobs 

in major cities like Lagos see increased hiring during the holiday season. 

Long-term Unemployment 

Long-term unemployment refers to individuals who remain unemployed for extended 

periods, typically over six months, and are often unable to find suitable work due to economic 

factors, skill mismatches, or personal challenges (Keenan & Tan, 2021). Long-term 

unemployment can be detrimental to both individuals and the economy. Prolonged joblessness 

erodes skills, reduces employability, and can lead to a loss of income and social well-being. It 

is often linked to cyclical downturns or structural changes in the economy. Nigeria has 

experienced a rise in long-term unemployment, especially among youth. In 2023, NBS reported 

that a significant portion of the unemployed population had been jobless for more than a year. 

This long-term unemployment has been exacerbated by economic instability, inflation, and a 

lack of job creation in both the formal and informal sectors (NBS, 2023). 

Classical (Real-Wage) Unemployment 

Classical unemployment occurs when wages are set above the equilibrium market level, 

leading to a situation where the supply of labour exceeds the demand for it, resulting in 

unemployment (Beveridge, 2022). This type of unemployment is typically caused by 

government-imposed minimum wages or strong labour unions that set wage levels above what 
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employers are willing to pay. As a result, employers reduce hiring, leading to an oversupply of 

labour. In Nigeria, the implementation of the national minimum wage in 2019, which increased 

wages to N30,000 per month, has sparked debates about its potential impact on employment. 

Critics argue that higher wages may discourage businesses, particularly in labour-intensive 

sectors, from hiring more workers (Ola, 2022). 

2.2 Factors influencing Unemployment  

Unemployment in Nigeria is a critical economic issue influenced by various 

determinants. These determinants can be categorized into economic factors, policy and 

institutional factors, demographic trends, and structural issues. Below is an analysis of the 

primary factors contributing to unemployment in Nigeria; 

2.2.1 Economic Factors of Unemployment 

Fluctuations in oil prices (Nigeria's primary revenue source) lead to unpredictable 

government revenues, affecting public and private sector job creation. Nigeria's reliance on 

crude oil exports has led to underinvestment in other sectors such as manufacturing and 

agriculture, which could generate employment. The economy's overdependence on oil hampers 

job creation in other sectors, limiting economic opportunities. The economic factors of 

unemployment in Nigeria are multifaceted and closely tied to the country's macroeconomic 

environment, resource dependence, and policy execution. Nigeria's heavy reliance on crude oil 

for revenue makes its economy highly vulnerable to global oil price fluctuations (Adeoye & 

Alabi, 2020). When oil prices drop, government revenues shrink, leading to budget cuts in 

public projects and layoffs. Persistent high inflation rates reduce purchasing power and 
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discourage businesses from expanding, limiting job creation. Fluctuations in the naira's value 

against foreign currencies increase costs for businesses reliant on imported materials, 

potentially leading to job cuts. 

Unemployment in Nigeria is a complex issue influenced by several economic factors, 

including inflation, education, government policy, and the broader economic environment. 

Economic growth in Nigeria, particularly driven by oil exports, has not consistently led to 

sustainable employment growth. Research suggests that despite periods of GDP growth, 

structural issues in the economy, such as dependence on oil, have not allowed growth to 

translate into widespread job creation (Okun, 2021). The oil sector, which has dominated the 

Nigerian economy for decades, is capital-intensive and does not generate significant 

employment compared to other sectors like agriculture or manufacturing. 

Nigeria’s high inflation rates have contributed to the increasing cost of living, reducing 

disposable income and eroding purchasing power. This impacts the ability of businesses to 

expand and hire more workers. Several studies have linked inflationary pressures with a rise in 

the unemployment rate, especially as inflation disrupts small and medium-sized enterprises 

(SMEs), a key source of employment in the country (Ojo & Bello, 2023). A significant factor 

contributing to Nigeria's unemployment is the mismatch between the education system and the 

skills required by the labour market. While the country produces a large number of graduates 

annually, many are ill-prepared for the types of jobs available. Furthermore, youth 

unemployment remains high due to an oversupply of graduates in certain fields, particularly in 
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the humanities and social sciences, while the demand for skilled labour in technical fields 

remains unaddressed (Eze, 2022). 

Government policies in Nigeria, such as minimum wage laws, fiscal policies, and 

labour market regulation, have had mixed impacts on unemployment. While well-meaning, 

policies often lack coherence and are poorly implemented. Furthermore, there is often 

disconnecting between government initiatives and private sector needs, which stifles job 

creation (Adeoye & Alabi, 2020). Limited access to capital is a significant barrier to the growth 

of small businesses and entrepreneurship in Nigeria, which are key drivers of employment. 

Despite various government programs aimed at encouraging entrepreneurship, a lack of 

financial infrastructure, inadequate credit facilities, and an unfavorable business environment 

limit the ability of many Nigerians to start or expand businesses that could create jobs (Musa, 

2021). 

2.2.2 Policy and Institutional Factors affecting Unemployment  

Labour market policies, particularly those related to minimum wages, employment 

protection legislation (EPL), and unemployment benefits, have been shown to significantly 

impact unemployment rates. For instance, minimum wage laws can reduce employment 

opportunities, especially for low-skilled workers (Dolado et al., 2022). Conversely, flexible 

employment protection legislation can facilitate labour market mobility, potentially lowering 

unemployment by encouraging firms to hire more workers (Dunlop & Hargreaves, 2023). 

Unemployment benefits are another critical institutional policy. While these benefits 

provide a safety net for workers, they may also lead to higher unemployment durations, as 
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individuals might be less motivated to search for new employment (Browning & Heider, 2023). 

In countries with robust social welfare systems, the link between unemployment benefits and 

prolonged joblessness is particularly evident. Policies around education and skills development 

are vital in reducing structural unemployment. In many advanced economies, mismatches 

between the skills required by employers and those possessed by the workforce contribute to 

long-term unemployment. Vocational training programs, skills upgrading, and active labour 

market policies (ALMPs) can improve employability and reduce these mismatches (Choi et al., 

2024). 

Institutions such as trade unions and employer associations can influence wage setting 

and labour market dynamics. Strong trade unions can contribute to higher wages but may also 

create barriers to entry for younger or less skilled workers (García & Hernández, 2023). On the 

other hand, effective labour market intermediaries, such as public employment services, play a 

critical role in reducing frictional unemployment by improving job matching (OECD, 2023). 

Monetary and fiscal policies, although indirectly related to unemployment, can affect it through 

their impact on economic growth. Expansionary monetary policies, such as low-interest rates, 

have been shown to reduce unemployment by stimulating aggregate demand and fostering job 

creation (Blanchard & Summers, 2023). Fiscal policies, including public investment in 

infrastructure or targeted economic stimulus programs, can also reduce unemployment, 

particularly during economic downturns. 

The increasing influence of globalization and technological advancement introduces 

new dynamics in employment. Technological innovations, such as automation and artificial 



21 

 

intelligence, can displace workers, particularly in manufacturing and low-skill jobs. However, 

the right policy frameworks, such as investment in retraining and upskilling programs, can help 

mitigate these effects (Brynjolfsson & McAfee, 2024). Additionally, policies encouraging 

economic diversification and innovation in emerging industries can support job creation in new 

sectors. In sum, a combination of labour market regulations, institutional arrangements, social 

safety nets, education, and technological adaptation are crucial in shaping unemployment 

levels. Recent research underscores the need for comprehensive, context-specific policies that 

consider the interplay between labour market dynamics, technological advances, and social 

protections. As labour markets continue to evolve, policies must adapt to new challenges to 

effectively reduce unemployment. 

2.2.3 Demographic and Socio-Cultural Factors of Unemployment  

Nigeria's rapid population growth outpaces job creation, especially for the youth. 

Migration from rural to urban areas exacerbates unemployment in cities due to limited job 

availability. Societal norms may push individuals to seek white-collar jobs, sidelining 

opportunities in blue-collar sectors. Demographic and socio-cultural factors significantly 

contribute to unemployment in Nigeria by shaping labour market dynamics, societal norms, and 

individual career choices (Reza & Salahuddin, 2023).  

These factors interact with economic and institutional aspects, amplifying the challenge 

of joblessness. Nigeria’ s population is growing at approximately 2.5-3% annually, adding 

millions of job seekers each year, which outpaces the rate of job creation. Over 60% of the 

population is under 25 years old, creating immense pressure on the labour market to absorb a 
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growing number of young job seekers. People migrate to urban areas in search of better 

opportunities, leading to overcrowding, underemployment, and increased competition for 

limited formal-sector jobs. Poor infrastructure and lack of modernization in agriculture 

discourage rural employment, pushing workers to cities. The aging population in rural areas 

contributes to declining productivity in agriculture, a sector that traditionally absorbs a 

significant portion of the labour force (Baumgartner & Burchardt, 2024). 

Societal norms often devalue jobs in agriculture, construction, and other labour-

intensive sectors, leading to a mismatch between job seekers’  aspirations and available 

opportunities. The emphasis on university degrees over vocational skills has created a 

generation of graduates ill-equipped for the demands of the labour market. Cultural and 

traditional practices in some regions restrict women’ s participation in the workforce, leading 

to higher unemployment rates among women. In some areas, early marriage limits women’ s 

education and job prospects, perpetuating cycles of poverty and unemployment (Morris & 

King, 2023). Economic opportunities are concentrated in specific regions (e.g., Lagos and 

Abuja), leaving many areas, particularly in the North, with limited job options. Ethnic and 

cultural biases sometimes influence hiring practices, leading to unequal opportunities. 

Employment decisions are often based on personal connections rather than merit, excluding 

many qualified job seekers from opportunities (Böheim & Taylor, 2024; Ihlanfeldt & Smart, 

2023). 
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Government Expenditure and Unemployment  

Over the years, unemployment has increased substantially around the globe, reflecting 

weakness in global economic activities. Unemployment negatively impacts on government's 

ability to generate income and also tends to reduce economic activity. The high unemployment 

rates currently experienced by many economies and Nigeria is not exempted reflect both 

cyclical conditions and deep-rooted weaknesses in labour market institutions and government 

expenditure programmes (Cottarelli 2012). 

Government expenditure on the other hand, is a policy under which the government 

uses its expenditure programmes to produce desirable effects such as provision of good roads, 

infrastructural facilities, and poverty reduction, provision of schools and health centers’  and 

job creation and avoid undesirable effects such as poverty, poor health care, poor education, 

poor housing, unhealthy food and low income and unemployment. By implication, government 

expenditure programmes are strong factors used to tackle unemployment and its inherent 

problems. 

Before and in the early years of Nigerian independence, unemployment problems was 

not too obvious probably because of population rate and income from agricultural export, as 

agricultural export revenue was large enough to take care of the economy and its teaming 

population. Despite the success recorded in agriculture at national level, good number of 

persons were involved in subsistence agricultural practice both in the rural and urban. 

Secondly, crude oil export revenue was also a good complement to agricultural export revenue; 

these factors reduced pressures on white collar job and rural urban migration (Umar, 2015). 
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Since unemployment problems was not a national threat in the early years of Nigerian 

independence, the first national development plan of 1962-1968, second national development 

plan of 1970-1974, and third national development plan of 1977-1980 did not prioritized 

unemployment/employment issues. The decadence of agricultural sector as a result of over 

reliance on crude oil export revenue, and drastic fall in international price of crude oil in late 

1970’ s into 1980’ s contributed to unemployment in Nigeria, with other inherent effects of 

unemployment such as; low per capita income, lack of access to good health care, lack of 

quality education, and poor standard of living. These factors constituted to prioritizing living 

standard and unemployment/employment issues in Nigeria’ s fourth national development plan 

of 1981-1985 and national rolling plans of 1990-1992, 1993-1995, 1994-1996 (Onwuemele, 

2013).  

2.3 Review of Theoretical Literature 

The theories of unemployment are on the one hand, and the theories of trade and how 

trade impacts the economy and employment (unemployment) are on the other. Of the theories 

of unemployment, the study takes into consideration two significant theories of unemployment: 

the Keynesian Theory of Unemployment and the Classical Theory of Unemployment. These 

are followed by theories of trade and their relationship to employment (unemployment). 

2.3.1 Classical Theory of Unemployment 

The two arms of the classical theory of unemployment labour supply and demand 

describe the factors that contribute to unemployment. Wages determine labour demand, a 

derived demand that is negatively sloping downward, meaning that as wages rise, so does the 
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demand for labour, and vice versa. Conversely, the labour force and the willingness to provide 

labour or not (leisure), which is also a function of real wage, determine the labour supply. 

When labour supply and demand are in balance, a special pay and employment equilibrium is 

created. Since the economy is always at full employment, the classical theory of 

unemployment, which is based on the ideas of free markets and perfect competition among 

other things, rejects the idea of involuntary unemployment. According to classical economics, 

the only way unemployment may occur is when there are distortions in the free market, such as 

a mismatch in the labour market brought on by an excess of supply over demand. The invisible 

hand of labour supply and demand in the market can self-correct this situation. 

2.3.2 Keynesian Theory of Unemployment 

John Maynard Keynes, a British economist, wrote The General Theory of 

Unemployment, Interest and Money, which is where the foundation of the Keynesian theory of 

unemployment lies. Under the presumption of fixed prices, the Keynesian Theory of 

Unemployment relates employment to the effective demand for goods and services produced 

by businesses. As a result, new workers are hired when aggregate demand generates income at 

a specific price. This suggests that when aggregate demand shifts, so does employment. On the 

supply side, Keynes proposed that, similar to classical theory, labour supply is determined by 

real wages but is rigid because of labour bargaining power. 

This suggests that even in the event of a labour supply surplus, salaries might stay the 

same. Involuntary unemployment results from the misalignment of labour supply, labour 

demand, and spiral wages. To put it another way, according to Keynesian theory, 
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unemployment results from cyclicality or a lack of aggregate demand. Several models that offer 

clear explanations for why unemployment occurs have been developed based on the two 

aforementioned notions. Among the models are the search-matching model (Stigler, 1962; 

Phelps, 1970; McCall, 1970), the efficiency pay theory (Yellen, 1984), the competitive model 

of unemployment, and the motivation and bargaining of employees. Numerous results are 

predicted by the classical theory of trade. The power of commerce to create jobs is one of the 

results of the classical theory of trade. 

Nevertheless, the majority of models derived from the classical theory of trade yield 

inconclusive results. Trade based on Ricardo's comparative advantage has an impact on 

unemployment through technological inequalities among nations worldwide, claim Dutt et al. 

(2009). Trade raises workers' marginal productivity in the exporting sector by raising the 

domestic relative prices of the goods and services produced in the sector, which is the 

transmission mechanism via which trade affects unemployment. Trade liberalisation will result 

in a decrease in the marginal productivity of workers in the economy's import-competing sector 

since it is believed that trade will lead to specialisation. All workers in the economy will have 

higher marginal productivity overall because of increased efficiency, which raises investment 

and creates more jobs, which lowers unemployment. International variations in relative factor 

endowments have an impact on unemployment when comparative advantage is based on the H-

O model. The results are therefore debatable since they rely on the production factors that a 

nation is endowed with. Comparative advantage based on the H-O model will lower 
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unemployment in an economy with a lot of workers, but it may increase in an economy with a 

lot of capital.  

Dutt et al. (2009) used these two traditional trade theories to construct the model of 

trade liberalisation and unemployment. They discovered that the Ricardian theory of trade 

prediction had strong empirical support, whereas the H-O model prediction had no support. 

Davidson et al. (1999), Moore and Ranjan (2005), and Dutt et al. (2009) had previously created 

models that connected trade and unemployment. Moore and Rajan (2005) based their 

comparative advantage on differences in skilled-based technology to have implications for 

unemployment and wage inequality, whereas Davidson et al. (2005) used comparative 

advantage to explain the impact of trade on unemployment and the welfare of the unemployed 

by citing differences in search technologies and/or job breakup rates. 

Other scholars have recently attempted to provide a theoretical explanation for the 

connections between trade and unemployment (Helpman & Itskhoki, 2010, Felbermayr et al. 

2010). But they come to different conclusions. Productivity drives the trade liberalization-

unemployment-reducing relationship in the Felbrermayr et al. (2010) model. Accordingly, in 

the concept of heterogeneous company productivity, trade liberalisation leads to a rise in total 

productivity by driving out the least productive firms and reallocating labour to more 

productive firms. However, Helpman and Itskjoki (2010) found that two different sector 

models produced identical outcomes. In addition to a sector with distinct products, there is a 

heterogeneous productive sector with labour market frictions where trade raises the sector's 
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aggregate productivity and has a cumulative expansionary spillover effect on both the sector's 

size and that of the other sector. As a result, unemployment declines. 

2.4 Review of Empirical Literature 

Maqbool et al., (2013) comprehensively examined the effect of some macroeconomic 

variables on unemployment rate in Pakistan over a period of 1976-2013. Using autoregressive 

distribution lag model, they found that macroeconomic variables such as GDP, population, 

inflation, FDI were crucial determinants of unemployment in Pakistan both in the short-run and 

long-run. In specific terms, their study showed that all the aforementioned variables were 

correctly signed in the sense that they had negative effects on unemployment. Akin to their 

findings, Oniore et al., (2015) concluded that GDP growth rate, inflation rate, degree of 

openness and private domestic investment exhibited short-run and long-run relationship with 

unemployment in Nigeria. However, while it was shown that GDP growth rate and inflation 

had reducing effects on unemployment, degree of openness, and domestic private investment 

worsened unemployment in Nigeria. Contrary to Oniore et al. (2015), O Nwachukwu (2017) 

noted that real GDP did not have any significant effect on unemployment rate in Nigeria but 

only government expenditure, inflation rate and population had significant effects on 

unemployment rate. In Ghana, Baah- Boateng, (2013), who considered both demand factors 

and supply factors as determinants of unemployment, discovered that high growth generates 

weak employment. 

Also, he found that, in some instance, education and gender played significant roles in 

determining unemployment rate. A priori, reservation wages was found to worsen 
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unemployment. On the determinant of youth unemployment in Romania, Condratov, (2014) 

carried out a survey of literature and found that demographic structure, economic environment, 

regulations of labour and education system were the key determinants of youth unemployment 

in Romania. In Limpopo province in South Africa, Kyei and Gyekye examined the factors that 

determine unemployment in the province. Through their study, they showed that GDP, male, 

matriculation, and youth had no important bearing on unemployment but females, postgraduate 

studies, middle aged, primary, incomplete secondary schooling and race were important 

determinants of unemployment in the province in South Africa. Folawewo and Adeboje (2017), 

instead of focusing on country-specific study, considered the macroeconomic determinants of 

unemployment in the region of West Africa. Their findings depicted that though GDP had a 

reducing effect on unemployment, the effect was however insignificant. Also, inflation, labour 

productivity and population were found to have an increasing effect on unemployment. They 

equally documented that FDI and external debt had weak effects on unemployment. 

Danladi (2015) examined the impact of government expenditure on Nigeria economic 

growth. The study adopted Keynesian aggregate expenditure as a framework to explain the role 

of government spending on Nigeria economic growth. The Johansen cointegration test was 

applied to verify the long run relationship between the variables and the Granger causality test 

was employed to determine the existence and direction of causation between government 

expenditure and economic growth. The autoregressive distributed lag (ARDL) model was 

employed to examine the relationship between the independent variables and the dependent 

variable. From the analysis and findings, government spending significantly and positively 



30 

 

explained the economic growth of the country. In comparing the results of the total government 

expenditure with capital and recurrent expenditure, the result shows that they are positively 

related to economic growth however the recurrent component of the expenditure significantly 

explained more. The study therefore, recommended that the government should give more 

priority to the capital component that is more productive and can induce rapid economic 

prosperity. 

Okoro (2013) investigated the impact of government spending on the Nigerian 

economic growth from 1980 to 2011. The study made use of secondary data and employed the 

ordinary least square multiple regression analysis to estimate the model specified. Real Gross 

Domestic Product (RGDP) was adopted as the dependent variable while government capital 

expenditure (GCEXP) and government recurrent expenditure (GREXP) represented the 

independent variables. With the application of Granger causality test, co-integration test and 

ECM, the results shows that there exists both short and long-run relationship between 

government spending and economic growth in Nigeria. The ECM result shows that it will take 

60 per cent speed of adjustment per annum for short run errors to adjust in the long-run. The 

author recommended that government should implement policies that will enhance Nigerian 

economic growth by channeling both capital expenditure and recurrent expenditure 

appropriately. 

Ogbeide and Kadiri (2016) examine the determinants of unemployment in Nigeria from 

1981 to 2013, using the error correction model (ECM), and with ordinary least squares (OLS) 

method for robustness check. Results from the short-run and long-run regressions show that 
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resource dependence and growth in private credit/GDP by banks significantly worsen labour 

unemployment, suggesting likely effects of resource-curse, high cost of financial 

intermediation cum limited credit to the real economy. Real GDP per capita, FDI, trade 

openness and exchange rate depreciation significantly reduce labour unemployment in Nigeria, 

whereas increasing industrial capacity usage intensifies it. Government capital expenditure 

aggravates unemployment in both estimated models, though not significantly, showing rent-

seeking and prolonged deficit-financing. Inflation had a mixed outcome and was not significant 

in both short-run and long-run estimation. Key policy implications of the study include the 

need to efficiently manage our natural resources; deepen the domestic financial sector; enhance 

fiscal discipline; promote a favourable macroeconomic environment to attract the right kind of 

real-sector investment; and raising the economy's competitiveness in labor-intensive processes. 

Raifu, (2017) study primarily examines the short-term dynamic and long-term effects of 

trade openness and current account balance on Nigeria's unemployment rate using data 

spanning 1981– 2014 and the Autoregressive Distribution Lag estimation technique. We 

discovered that trade openness lowers the unemployment rate over the long and short terms. 

Additionally, we found that while the current account balance lowers the unemployment rate 

over the long term, it raises it in the near term. While real GDP, wages, and government 

consumption spending did not meet a priori expectations, the study's control variables inflation 

rate, currency rate, and foreign direct investment did. The study concluded that there is need for 

sound trade and macroeconomic policies to aid domestic firms’  production to ensure 

international competitiveness of these firms so as to guarantee employment generation. 
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Obi, Anisiobi and Nwagu (2021), examined the determinants of unemployment duration 

in Nigeria: A study of the senatorial districts in Anambra State. While much research has been 

done to understand the factors that influence the unemployment rate, little to no research has 

been done to understand the factors that influence the length of unemployment in Nigeria. This 

study aims to identify the factors influencing the length of unemployment in Nigeria's Anambra 

state because of the significant macroeconomic and welfare effects of prolonged 

unemployment. About 760 valid respondents were used for the study, which uses a survey 

research design and quantitative research methodology. Local councils were chosen using a 

stratified multistage sampling process, and respondents were chosen at random. According to 

the findings of the logistic regression framework, age, gender, education, and spouse income 

are important factors influencing the length of unemployment in Nigeria. Consequently, the 

study recommends that the state focuses on boosting economic growth, initiating gender-based 

workplace policies and engaging in workforce development program for the unemployed. 
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CHAPTER THREE 

THEORETICAL FRAMEWORK AND METHODOLOGY 

3.1 Theoretical Framework 

According to classical economists, the economy is self-adjusting, and unemployment 

occurs when wages are above the equilibrium level. In Nigeria, classical theory suggests that if 

wages are high (due to labour unions or government-imposed minimum wages), businesses 

may not hire as much labour, leading to unemployment. High wages in certain sectors, as well 

as minimum wage legislation, could cause frictional or structural unemployment in the short 

term if there is insufficient demand for labour. The Classical Theory of Unemployment asserts 

that unemployment is primarily caused by factors that result in wage rigidity. Classical 

economists, particularly Adam Smith and David Ricardo, believed that the labour market, like 

any other market, is governed by supply and demand. If wages are flexible, unemployment 

should theoretically be eliminated, as the labour market adjusts to equilibrium. 

Full employment is often considered a natural state in classical economics, but this view 

has been challenged by the rigidity of wages in modern economies. For instance, some studies 

argue that the imposition of minimum wage laws in many countries creates a form of frictional 

unemployment, as firms may not be willing to hire at the legally mandated wage rate (Jones, 

2023). This observation suggests that wage rigidity may contribute to unemployment in real-

world scenarios, challenging the classical theory's assumption of flexible wages leading to full 

employment. A growing body of literature now explores how technological advancements have 

led to structural unemployment, especially when workers’  skills become obsolete. Classical 
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theory's emphasis on market equilibrium does not fully capture the dynamics of technological 

change. Lee and Tan (2024) argues that technological change, particularly automation and 

artificial intelligence, can lead to an increase in unemployment, even in a market that is 

otherwise functioning efficiently. This has led to discussions on the need for retraining 

programs and government intervention to mitigate the adverse effects of technological 

displacement. 

With globalization, the classical theory's reliance on local labour market adjustments 

has faced scrutiny. Some modern economists (Lee & Kim, 2023) highlight how international 

trade and outsourcing can affect domestic employment, leading to unemployment in certain 

sectors. For example, while globalization increases overall market efficiency, it can also lead to 

job losses in industries where wages in other countries are lower than in developed nations. 

Classical theory, which assumes a closed economy or does not fully account for these external 

forces, has struggled to explain this phenomenon. Classical economics has long advocated for 

minimal government intervention, assuming that markets will self-correct. Critiques (for 

instance, by Anderson, 2023) emphasize that classical theory's prescription of non-intervention 

might be less applicable in the context of modern economic challenges. Instead, economists 

now discuss the role of government in stabilizing the economy, such as through fiscal stimulus 

packages, which can temporarily reduce unemployment even in situations where wages are 

rigid or markets are not fully competitive. 

Classical theory assumes a perfectly competitive labour market, which does not exist in 

reality. Market imperfections, such as information asymmetry, discrimination, and geographic 
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immobility, create barriers to employment that the classical model does not fully address. 

Recent work (Harris & Brown, 2024) has explored how these imperfections lead to 

unemployment. The emergence of gig work, remote work, and part-time jobs also reflects 

significant shifts in how labour markets function, with implications that classical theory’ s 

focus on full employment no longer provides a complete explanation. While classical theory 

laid the foundation for understanding unemployment as a result of wage rigidity and market 

disequilibrium, recent literature suggests that the theory’ s assumptions may no longer be fully 

applicable in a modern context. Issues such as wage rigidity, technological change, 

globalization, labour market imperfections, and the role of government intervention have all 

challenged the classical notion of self-correcting labour markets. Therefore, contemporary 

economic research often integrates classical ideas with newer insights, leading to a more 

nuanced understanding of the complexities surrounding unemployment. 

3.2  Methodology 

3.2.1 Model Specification 

The model for examining the determinants of unemployment is specified as:  

UNEPt = β0 + β1 LNRGDPt + β2 INFt + β3 LNGEXPt + β4 PGRt + ϵt 

Where:  

UNEPt = Unemployment rate at time t (as dependent variable)  

GDPt = Gross Domestic Product (a proxy for economic growth) at time t 

INFt = Inflation rate at time t 

GEXPt = Government expenditure at time t 
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PGRt = Population growth rate 

ϵt = Error term 

Explanation of Variables: 

GDP (Economic Growth): A positive relationship is expected between GDP and employment. 

Economic growth tends to increase the demand for labour, reducing unemployment. 

INF (Inflation Rate): Unemployment and inflation may have an inverse relationship (as 

suggested by the Phillips Curve), but the effect of inflation on unemployment in Nigeria is 

complex. High inflation can reduce purchasing power, leading to job losses. 

GEP (Government Expenditure): Increased public sector spending is expected to reduce 

unemployment, especially through infrastructure projects and public sector employment. 

Apriori expectation between the dependent and independent variables are given below:  

Where:     is the error correction term which is the residuals retrieved from the estimated 

long-run relationship. Where: β0 = intercept term: β1– β4 =Parameter estimates Ln = natural log 

notation. μ = stochastic error term (purely random)  

3.2.2  Estimation Technique  

This study employs the Auto regressive Distributed Lag (ARDL) model. Prior to 

estimation of the ARDL model, the study conducts a unit root test.  In this regard, the annual 

time series data of all the variables in the model are tested for stationarity. A variable is 

stationary if its mean and variance do not change systematically overtime. The reason for this 

test is that the regression of two non-stationary series on each other will produce spurious 

results in our analysis. The usual standard approach adopted to investigate the stationarity of 
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time-series data is the Unit Root Test. The most commonly used method for this test which will 

also be used in the study is the Augmented Dickey-Fuller (ADF) test proposed by Dickey and 

Fuller (1981). 

Additionally, post-estimation tests were conducted to ascertain the validity of otherwise 

of the estimated model. In particular, the Breusch-Pagan-Godfrey test is conducted to assess 

whether the variance of error terms in a regression model is constant (homoskedastic) or varies 

across observations (heteroskedastic); the Breusch-Godfrey Serial Correlation LM Test is 

employed to detect autocorrelation in the residuals of a regression model while the Jarque-Bera 

test is used to ascertain the normality of the residuals.  
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CHAPTER FOUR 

PRESENTATION AND DISCUSSION OF EMPIRICAL RESULTS 

4.1 Introduction 

This chapter provides an overview of the model's descriptive statistics, examines the 

relationships between variables through correlation analysis, and assesses multicollinearity to 

understand the interdependencies among explanatory variables. A unit root test is conducted to 

evaluate the stationarity of each variable. Subsequently, the ARDL bounds testing approach is 

employed to investigate long-term equilibrium relationships among the variables and to verify 

their convergence properties. Finally, diagnostic tests on residuals and stability are performed 

to ensure the robustness of the empirical results. The model incorporates variables such as the 

unemployment rate, inflation rate, government expenditure, real GDP, and population growth 

rate, utilizing data collected over a 34-year span from 1990 to 2023. 

4.2 Descriptive Statistics 

Table 4.1:  Summary Statistics of Variables 

 UNEMP PGR INF LNGEXP LNRGDP 

 Mean  4.011206  2.587953  18.27805  7.415299  9.909363 

 Median  3.827000  2.641786  12.94178  7.711967  10.37726 

 Maximum  5.712000  2.802785  72.83550  9.893863  12.34546 

 Minimum  3.074000  2.092817  5.388008  4.098805  6.193929 

 Std. Dev.  0.571682  0.224628  15.90202  1.612717  1.818581 

 Skewness  1.604836 -1.250983  2.180389 -0.527033 -0.512556 

 Kurtosis  4.890546  3.251085  6.855094  2.268664  2.096044 

 Jarque-Bera  19.65790  8.957407  47.99403  2.331703  2.646324 

 Probability  0.000054  0.011348  0.000000  0.311657  0.266292 

 Observations  34  34  34  34  34 

Source: Author’s Computation using E-views (2025). 
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The dataset comprises 34 observations of five economic indicators: unemployment rate 

(UNEMP), population growth rate (PGR), inflation rate (INF), log of exports (LNGEXP), and 

log of real GDP (LNRGDP). The average unemployment rate is 4.01%, with a median of 

3.83%. The maximum recorded unemployment rate is 5.71%, and the minimum is 3.07%, 

resulting in a standard deviation of 0.57%. The skewness of 1.60 indicates a rightward skew, 

and the kurtosis of 4.89 suggests a leptokurtic distribution. The Jarque-Bera test statistic is 

19.66 with a p-value of 0.000054, indicating non-normality. 

The population growth rate has a mean of 2.59% and a median of 2.64%. The rates 

range from 2.09% to 2.80%, with a standard deviation of 0.22%. The skewness is -1.25, 

indicating a leftward skew, and the kurtosis is 3.25, close to a normal distribution. The Jarque-

Bera test statistic is 8.96 with a p-value of 0.011, suggesting slight deviation from normality. 

Inflation rates average 18.28%, with a median of 12.94%. The rates vary widely, from 

5.39% to 72.84%, and have a standard deviation of 15.90%. The skewness of 2.18 indicates a 

significant rightward skew, and the kurtosis of 6.86 points to a leptokurtic distribution. The 

Jarque-Bera test statistic is 47.99 with a p-value less than 0.0001, confirming non-normality. 

The log of exports has a mean of 7.42 and a median of 7.71. Values range from 4.10 to 9.89, 

with a standard deviation of 1.61. The skewness is -0.53, indicating a slight leftward skew, and 

the kurtosis is 2.27, suggesting a platykurtic distribution. The Jarque-Bera test statistic is 2.33 

with a p-value of 0.312, implying normality. The log of real GDP shows a mean of 9.91 and a 

median of 10.38. The values span from 6.19 to 12.35, with a standard deviation of 1.82. The 

skewness is -0.51, indicating a slight leftward skew, and the kurtosis is 2.10, suggesting a 
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platykurtic distribution. The Jarque-Bera test statistic is 2.65 with a p-value of 0.266, indicating 

normality. 

4.3 Correlation Analysis 

Table 4.2: Correlation Analysis 

  UNEMP PGR INF LNGEXP LNRGDP 

UNEMP 1 -0.586 0.069 0.258 0.273 

PGR -0.586 1 -0.238 -0.311 -0.324 

INF 0.069 -0.238 1 -0.065 -0.068 

LNGEXP 0.258 -0.311 -0.065 1 0.997 

LNRGDP 0.273 -0.324 -0.068 0.997 1 

Source: Author’s Computation using E-views (2025). 

The dataset comprises 34 observations of five economic indicators: unemployment rate 

(UNEMP), population growth rate (PGR), inflation rate (INF), log of government expenditure 

(LNGEXP), and log of real GDP (LNRGDP). Each value in the matrix represents the Pearson 

correlation coefficient between the corresponding pair of variables, rounded to three decimal 

places. The correlation coefficient between UNEMP and PGR is -0.586, indicating a moderate 

negative relationship; as population growth increases, unemployment tends to decrease. 

Between UNEMP and INF, the coefficient is 0.069, suggesting a very weak positive 

correlation, implying minimal association. For UNEMP and LNGEXP, a coefficient of 0.258 

shows a weak positive correlation, indicating that higher unemployment might be slightly 

associated with increased government expenditure. The UNEMP and LNRGDP pair has a 

coefficient of 0.273, denoting a weak positive relationship, suggesting that as unemployment 

rises, real GDP might slightly increase. 

The correlation between PGR and INF is -0.238, indicating a weak negative 

relationship, suggesting that higher population growth may be associated with lower inflation. 
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PGR and LNGEXP have a coefficient of -0.311, signifying a weak negative correlation, 

implying that as population growth increases, government expenditure might decrease slightly. 

The PGR and LNRGDP pair show a coefficient of -0.324, indicating a weak negative 

relationship, suggesting that higher population growth may be slightly associated with lower 

real GDP. The INF and LNGEXP pair have a correlation coefficient of -0.065, suggesting a 

very weak negative relationship, implying minimal association. Between INF and LNRGDP, 

the coefficient is -0.068, indicating a very weak negative correlation, suggesting a negligible 

relationship. 

The LNGEXP and LNRGDP pair shows a coefficient of 0.997, denoting an extremely 

strong positive correlation, indicating that as government expenditure increases, real GDP also 

increases proportionally. In summary, the most notable relationships are the moderate negative 

correlation between unemployment and population growth rates, and the extremely strong 

positive correlation between government expenditure and real GDP. Other variable pairs 

exhibit weak or very weak correlations, suggesting limited linear associations among them. 

4.4 Pre-Estimation Analysis 

These tests involve assessing and verifying specific conditions or assumptions before 

estimating a model, it's crucial to evaluate and confirm certain conditions or assumptions to 

ensure the validity and reliability of the results. This practice is fundamental in econometrics 

and statistical modeling, as it helps detect potential issues that could affect the accuracy of the 

model's estimates. Among these assessments are the unit root test, which examines the 
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stationarity of the data, and the ARDL bounds testing approach, which identifies whether a 

long-term equilibrium relationship exists among two or more-time series variables. 

4.5 Unit Root Test  

The unit root test is divided into unit root test at levels and at first difference 

Table 4.3: ARDL Unit Root Test Results 

VARIABLES LEVELS FIRST DIFFERENCE REMARKS 

ADF Test Statistics 5% Critical 

Level 

ADF Test 

Statistics 

5% Critical 

Level 

UNEMP -3.037 -2.964 -3.316 -2.972 Stationary 

INF -2.178 -2.954 -4.645 -2.957 Stationary 

PGR -3.044 -2.972 -1.965 --2.957 Stationary 

LNRGDP -4.655 -2.954 --2.483 -2.960 Stationary 

LNGEXP -3.124 -2.957 -8.292 -2.957 Stationary 

Source: Author’s Computation using E-views (2025). 

The Augmented Dickey-Fuller (ADF) test results in the table shed light on the 

stationarity characteristics of the variables analyzed. The test was applied at both levels and 

first differences, with outcomes compared to the 5% critical value to ascertain the presence of 

unit roots. For unemployment (UNEMP), the ADF test statistic at the level is -3.037, which is 

more negative than the 5% critical value of -2.964. This indicates that the null hypothesis of a 

unit root is rejected, suggesting that UNEMP is stationary in its level form. 

Inflation (INF) lacks an ADF test statistic at the level, implying non-stationarity in its 

original form. However, at the first difference, the ADF test statistic is -4.645, exceeding the 

5% critical value of -2.957. This result leads to the rejection of the unit root null hypothesis, 

confirming that INF attains stationarity after first differencing. 
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The population growth rate (PGR) and the logarithm of real GDP (LNRGDP) exhibit 

stationarity at their levels, with ADF test statistics of -3.044 and -4.655, respectively, both 

surpassing their corresponding 5% critical values. Similarly, the logarithm of government 

expenditure (LNGEXP) is stationary at the level, with an ADF test statistic of -3.124, more 

negative than the 5% critical value of -2.957. 

In summary, UNEMP, PGR, LNRGDP, and LNGEXP are stationary in their level 

forms, whereas INF requires first differencing to achieve stationarity. Recognizing the 

stationarity of variables is crucial in econometric modeling, as incorporating non-stationary 

variables can result in misleading outcomes. These findings suggest that additional analyses, 

such as co-integration tests, may be warranted to explore long-term relationships among the 

variables. 

4.6  Co-Integration Tests 

After establishing that the variables possess unit roots and are integrated of order I(0) 

and I(1), the subsequent step is to perform a co-integration analysis using the Autoregressive 

Distributed Lag (ARDL) Bounds Testing approach. This method is suitable when variables are 

a mix of stationary at level and first differences, allowing for the assessment of a potential 

long-term equilibrium relationship among them. The co-integration test aims to determine 

whether a stable, long-term association exists between the variables within a multivariate 

framework. Identifying such a relationship suggests that, despite short-term variations, the 

variables move together over time. The outcomes of this co-integration analysis are detailed in 

the subsequent tables. 
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4.6.1 ARDL Bound Test 

Table 4.4: ARDL Bound Test 

          
Test Statistic Value k   

          
F-statistic  4.920477 4   

          
Critical Value Bounds   

          
Significance I0 Bound I1 Bound   

          
10% 2.45 3.52   

5% 2.86 4.01   

2.5% 3.25 4.49   

1% 3.74 5.06   

          
Source: Author’ s Computation using E-views (2025). 

The ARDL Bounds Test results assess the presence of a long-term equilibrium 

relationship among the variables in the model. The calculated F-statistic is 4.920, with 'k' 

representing the number of regressors, which is 4. The I(0) bound assumes variables are 

stationary at level, while the I(1) bound assumes stationarity at first difference. At the 5% 

significance level, the lower bound (I (0)) is 2.86, and the upper bound (I (1)) is 4.01. Since the 

computed F-statistic of 4.920 exceeds the upper bound of 4.01, we reject the null hypothesis of 

no co-integration. This indicates a significant long-run relationship among the variables in the 

model. In summary, the ARDL Bounds Test confirms the existence of a long-term equilibrium 

relationship among the variables. Therefore, further analysis using an ARDL Error Correction 

Model (ECM) is carried out to explore both the long-run and short-run dynamics. 
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4.6.2 Short Run and Long Run Form Analysis 

Table 4.5: ARDL Short and Long Run Form 

          
Short Run Form 

          
Variable Coefficient Std. Error t-Statistic Prob.    

          
D(UNEMP(-1)) 2.848760 0.563093 5.059133 0.0003 

D(UNEMP(-2)) 1.256346 0.401213 3.131371 0.0087 

D(UNEMP(-3)) 1.372331 0.346877 3.956245 0.0019 

D(PGR) -5.250561 1.396680 -3.759315 0.0027 

D(PGR(-1)) 7.428736 3.118444 2.382193 0.0346 

D(PGR(-2)) -14.117450 3.014056 -4.683871 0.0005 

D(PGR(-3)) 11.717484 2.123296 5.518534 0.0001 

D(INF) 0.024647 0.005410 4.556095 0.0007 

D(INF) -0.016580 0.004331 -3.827819 0.0024 

D(INF) 0.005030 0.004932 1.020025 0.3278 

D(INF) -0.008552 0.005336 -1.602695 0.1350 

D(LNGEXP) 0.860900 0.357864 2.405664 0.0332 

D(LNRGDP) -1.178443 0.466473 -2.526283 0.0266 

CointEq(-1) -0.961048 0.498788 -4.733573 0.0005 

          
 R-squared             0.982994          

 Adjusted R-squared         0.958902 

 Durbin-Watson stat          2.856489 

 

Long Run Form 

          
Variable Coefficient Std. Error t-Statistic Prob.    

          
PGR -2.060160 0.205272 -10.036228 0.0000 

INF 0.011827 0.002710 4.364701 0.0009 

LNGEXP 0.696215 0.199463 3.490454 0.0045 

LNRGDP -0.499119 0.174801 -2.855349 0.0145 

C 8.991279 0.448605 20.042748 0.0000 

          
Source: Author’ s Computation using E-views (2025). 

The analysis examines the impact of population growth rate (PGR), inflation (INF), 

government expenditure (LNGEXP), and real GDP (LNRGDP) on unemployment (UNEMP) 

in both the short and long run. In the short run, the first difference of population growth rate 
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(D(PGR)) has a coefficient of -5.250561 with a p-value of 0.0027, indicating a significant 

negative effect on unemployment. This suggests that an increase in population growth rate 

leads to a reduction in unemployment in the short term, possibly due to a larger labour force 

stimulating economic activity. Inflation (D(INF)) shows a positive and significant coefficient of 

0.024647 (p-value 0.0007), implying that rising inflation increases unemployment, potentially 

by creating economic uncertainty that hampers job creation. Government expenditure 

(D(LNGEXP)) has a positive and significant impact on unemployment, with a coefficient of 

0.860900 (p-value 0.0332), suggesting that increased government spending may lead to higher 

unemployment in the short term, possibly due to inefficiencies or misallocation of resources. 

Real GDP (D(LNRGDP)) exhibits a negative and significant effect on unemployment, with a 

coefficient of -1.178443 (p-value 0.0266), indicating that economic growth contributes to 

reducing unemployment. The error correction term (CointEq (-1)) is -0.961048 (p-value 

0.0005), signifying a strong adjustment toward long-run equilibrium, with approximately 

96.10% of disequilibrium corrected each period. 

The R-squared value of 0.982994 indicates that approximately 98.3% of the variations 

in unemployment are explained by the independent variables included in the model. This 

suggests a strong goodness-of-fit, meaning the model captures most of the fluctuations in 

unemployment. The Adjusted R-squared value of 0.958902, which accounts for the number of 

predictors in the model, is slightly lower than the R-squared value. This suggests that even after 

adjusting for the number of explanatory variables, the model still explains about 95.9% of the 
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variation in unemployment, indicating a highly reliable regression model with minimal 

overfitting. 

The Durbin-Watson statistic of 2.856489 suggests that there is little to no positive 

autocorrelation in the residuals. Since the Durbin-Watson statistic typically ranges from 0 to 4, 

with values around 2 indicating no autocorrelation, a value close to 3 suggests possible 

negative autocorrelation. This implies that the residuals may exhibit some level of systematic 

pattern, which could require further diagnostic checks to confirm. In the long run, population 

growth rate (PGR) has a coefficient of -2.060160 (p-value 0.0000), indicating a significant 

negative relationship with unemployment. This means that sustained increases in population 

growth rate are associated with lower unemployment over time, possibly due to a more 

dynamic and expanding economy. Inflation (INF) has a positive and significant coefficient of 

0.011827 (p-value 0.0009), suggesting that higher inflation is linked to increased 

unemployment in the long term, potentially as a result of long-term economic distortions 

affecting investment and job creation. Government expenditure (LNGEXP) shows a positive 

and significant effect on unemployment, with a coefficient of 0.696215 (p-value 0.0045), 

implying that higher government spending is associated with increased unemployment in the 

long run, which may reflect inefficiencies or crowding out of private sector activity. Real GDP 

(LNRGDP) has a negative and significant coefficient of -0.499119 (p-value 0.0145), 

confirming that economic growth is associated with lower unemployment in the long term. The 

constant term (C) is 8.991279 (p-value 0.0000), indicating that other structural factors 

contribute to the baseline level of unemployment beyond the variables considered. 
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Overall, the findings suggest that population growth rate and real GDP are crucial 

factors in reducing unemployment in both the short and long run. Inflation tends to increase 

unemployment over time, while government expenditure appears to have a counterintuitive 

positive association with unemployment, warranting further investigation into the efficiency 

and allocation of public spending. 

4.7 Post-Estimation Analysis 

Post-estimation assessments are crucial in econometric analysis to ensure the reliability 

and adequacy of an estimated model. These diagnostic tests verify whether the model meets the 

fundamental assumptions required for valid statistical inference and robust predictions. Key 

post-estimation steps typically include significance testing, determining goodness-of-fit, 

diagnostic checking, and stability checking in terms of robustness 

4.7.1 Heteroskedasticity Test 

The Breusch-Pagan-Godfrey test is utilized to assess whether the variance of error terms 

in a regression model is constant (homoskedastic) or varies across observations 

(heteroskedastic). Detecting heteroskedasticity is crucial, as its presence can lead to inefficient 

estimates and unreliable hypothesis testing. In this study, the Breusch-Pagan-Godfrey test was 

conducted to examine the homoskedasticity of the model's residuals. 

Table 4.6: Breusch-Pagan-Godfrey Heteroscedasticity 

Heteroskedasticity Test: Breusch-Pagan-Godfrey 

          
F-statistic 0.949482     Prob. F(17,12) 0.5504 

Obs*R-squared 17.20737     Prob. Chi-Square(17) 0.4404 

     Source: Author’ s Computation using E-views (2025). 
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The test results are as follows: An F-statistic of 0.949482 with a corresponding p-value 

of 0.5504; an observed R-squared value of 17.20737 with a p-value of 0.4404; and a scaled 

explained sum of squares of 1.696225 with a p-value of 1.0000. These p-values, all exceeding 

the common significance level of 0.05, indicate that we fail to reject the null hypothesis of 

homoskedasticity. Consequently, there is no evidence of heteroskedasticity in the model, 

suggesting that the variance of the error terms remains constant across observations. 

4.7.2 Autocorrelation Test  

The Breusch-Godfrey Serial Correlation LM Test is employed to detect autocorrelation 

in the residuals of a regression model. Autocorrelation, if present, suggests that the model may 

have omitted important dynamics, leading to biased standard errors and unreliable conclusions. 

This test is particularly useful as it can detect autocorrelation up to any specified order and is 

applicable to models with lagged dependent variables 

Table 4.7: Breusch-Godfrey Autocorrelation 

Breusch-Godfrey Serial Correlation LM Test:  

          
F-statistic 1.816599     Prob. F(2,10) 0.2123 

Obs*R-squared 7.994891     Prob. Chi-Square(2) 0.0184 

          
Source: Author’ s Computation using E-views (2025). 

The Breusch-Godfrey Serial Correlation LM test was applied to evaluate the presence 

of serial correlation in the residuals of the regression model. Detecting serial correlation is 

crucial, as its presence can lead to inefficient estimates and compromise the validity of 

statistical inferences, especially in time-series analyses. The test yielded an F-statistic of 

1.816599 with a corresponding p-value of 0.2123. Since this p-value exceeds conventional 

significance thresholds (such as 5% or 10%), we fail to reject the null hypothesis of no serial 
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correlation. Consequently, the results suggest that the residuals do not exhibit significant serial 

correlation, indicating that the model's estimates are efficient and the derived inferences are 

reliable. 

4.7.3 Normality Test  

Fig:1  

 

Source: Author’s Computation using E-views (2025). 

The Jarque-Bera test is used to test for normality of the residuals. The null hypothesis of 

the test is that the residuals are normally distributed. Since the probability value (0.658132) is 

greater than the commonly used significance level of 0.05, we fail to reject the null hypothesis. 

This suggests that the residuals are normally distributed, indicating no major issues with the 

assumption of normality in the model. 
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4.8 Test of Hypothesis 

Hypothesis 1: Population growth does not significantly affect unemployment (Ho₁). 

Short-Run Analysis: 

The coefficient for the population growth rate (D(PGR)) is -5.250561, with a t-statistic 

of -3.759315 and a p-value of 0.0027. Since the p-value is below 0.05, this indicates that 

population growth significantly impacts unemployment in the short term. 

Decision: Reject Ho₁. The findings suggest that population growth notably influences 

unemployment in Nigeria in the short run. 

Long-Run Analysis: 

The long-term coefficient for the population growth rate (PGR) is -2.060160, with a t-statistic 

of -10.036228 and a p-value of 0.0000. This highly significant p-value demonstrates a strong 

long-term relationship between population growth and unemployment. 

Decision: Reject Ho₁. The evidence indicates that population growth has a substantial long-

term effect on unemployment in Nigeria. 

Hypothesis 2: Government expenditure does not significantly influence unemployment 

(Ho₂). 

Short-Run Analysis: 

The coefficient for government expenditure (D(LNGEXP)) is 0.860900, with a t-statistic of 

2.405664 and a p-value of 0.0332. As the p-value is less than 0.05, this suggests that 

government spending significantly affects unemployment in the short term. 
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Decision: Reject Ho₂. The results indicate that government expenditure has a meaningful 

impact on unemployment in Nigeria in the short run. 

Long-Run Analysis: 

The long-term coefficient for government expenditure (LNGEXP) is 0.696215, with a t-statistic 

of 3.490454 and a p-value of 0.0045. This p-value, being below 0.01, signifies a strong long-

term effect of government spending on unemployment. 

Decision: Reject Ho₂. The findings demonstrate that government expenditure significantly 

influences unemployment in Nigeria over the long term. 

Hypothesis 3: The inflation rate does not significantly impact unemployment (Ho₃). 

Short-Run Analysis: 

The coefficient for inflation (D(INF)) is 0.024647, with a t-statistic of 4.556095 and a p-value 

of 0.0007. Given that the p-value is less than 0.01, this indicates that the inflation rate 

significantly affects unemployment in the short term. 

Decision: Reject Ho₃. The analysis suggests that the inflation rate has a notable impact on 

unemployment in Nigeria in the short run. 

In summary, the analyses provide sufficient evidence to reject all three null hypotheses, 

indicating that population growth, government expenditure, and the inflation rate all 

significantly influence unemployment in Nigeria, both in the short and long term. 

4.9 Policy Implication 

Based on the results of the ARDL short-run and long-run analysis, the following policy 

implications can be derived to address unemployment in Nigeria. 
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1. Enhancing the role of population growth in economic expansion is crucial: The 

short-run and long-run findings indicate that population growth has a significant 

negative impact on unemployment, implying that a growing population may contribute 

to job creation. To maximize the benefits of population growth, policies should focus on 

human capital development by improving education, skills acquisition, and vocational 

training. The government should also create a conducive business environment to 

absorb the expanding labour force into productive employment. 

2. Controlling inflation to reduce unemployment pressures is essential: The positive 

and significant impact of inflation on unemployment in both the short and long run 

suggests that inflationary pressures contribute to job losses. The government and 

monetary authorities should implement inflation-targeting policies, such as effective 

monetary policies to stabilize prices and ensure economic certainty for businesses. 

Strengthening domestic production, particularly in agriculture and manufacturing, can 

help control inflation while creating employment opportunities. 

3. Improving the efficiency of government expenditure is necessary: The results 

indicate that increased government expenditure is associated with higher unemployment 

in both the short and long run, which suggests inefficiencies or misallocation of public 

spending. Policymakers should redirect public expenditure toward productive sectors 

such as infrastructure, education, and industrial development to stimulate job creation. 

There should be greater transparency and accountability in public spending to minimize 

corruption and inefficiencies that could negatively impact employment levels. 
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4. Promoting economic growth to reduce unemployment remains a key priority: The 

negative relationship between real GDP and unemployment suggests that higher 

economic growth leads to a decline in unemployment. To sustain economic growth, 

investment in infrastructure, industrialization, and technology-driven sectors should be 

prioritized. The government should incentivize private sector investment by improving 

access to finance, reducing bureaucratic bottlenecks, and enhancing the ease of doing 

business. 

5. Strengthening the adjustment mechanism for economic stability is also important: 

The significant error correction term suggests a rapid adjustment toward equilibrium, 

indicating that policies implemented to reduce unemployment take effect relatively 

quickly. This highlights the importance of consistent and stable macroeconomic policies 

that ensure sustainable employment growth over time. 

The findings emphasize the need for a holistic policy approach that integrates population 

management, inflation control, efficient government spending, economic diversification, and 

structural reforms to effectively tackle unemployment in Nigeria. Implementing these policies 

will not only reduce unemployment but also enhance long-term economic resilience. 
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CHAPTER FIVE 

SUMMARY, CONCLUSION, AND POLICY RECOMMENDATIONS 

5.1 Summary of Findings 

This study analyzed the relationship between unemployment (UNEMP), inflation (INF), 

population growth rate (PGR), government expenditure (LNGEXP), and real GDP (LNRGDP) 

in Nigeria using the Autoregressive Distributed Lag (ARDL) model. The empirical findings 

provide insights into the short-run and long-run dynamics affecting unemployment. The short-

run results reveal that past values of unemployment significantly influence current 

unemployment levels, as evidenced by the statistically significant coefficients of lagged 

unemployment terms. Inflation has a mixed impact on unemployment in the short run, with 

both positive and negative coefficients observed at different lags. Population growth rate also 

shows varying effects on unemployment, with some lagged values reducing unemployment 

while others increase it. Government expenditure exhibits a positive and significant impact on 

unemployment, suggesting inefficiencies in public spending that may be limiting job creation. 

Real GDP, on the other hand, demonstrates a significant negative effect on unemployment, 

confirming that economic growth plays a crucial role in reducing joblessness. The error 

correction term is negative and highly significant, indicating a strong speed of adjustment 

toward equilibrium. 

In the long run, the population growth rate has a significant negative relationship with 

unemployment, implying that a growing population contributes to labour market expansion and 

economic activity. Inflation maintains a positive and significant impact on unemployment, 
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suggesting that persistent inflationary pressures contribute to labour market instability. 

Government expenditure continues to show a positive impact on unemployment, raising 

concerns about the efficiency of public spending. Real GDP remains negatively related to 

unemployment, reaffirming that sustained economic growth is vital for job creation. Diagnostic 

tests confirm that the model does not suffer from heteroskedasticity or serial correlation, 

ensuring the reliability of the estimated results. 

5.2  Conclusion 

This study has provided empirical evidence on the determinants of unemployment in 

Nigeria using an ARDL framework. The findings confirm that past unemployment significantly 

influences current unemployment levels, while economic growth plays a crucial role in 

reducing joblessness. Inflation is found to contribute to rising unemployment both in the short 

and long run, necessitating targeted inflation control measures. Government expenditure, rather 

than reducing unemployment, exhibits a positive relationship with joblessness, suggesting 

inefficiencies in public spending that require policy attention. 

Overall, the study underscores the need for comprehensive economic policies that 

promote sustainable growth, control inflation, and ensure that government spending is 

effectively targeted toward employment-generating sectors. Policymakers should implement 

strategies that integrate economic diversification, skill development, labour market flexibility, 

and fiscal discipline to achieve long-term reductions in unemployment. These measures will 

not only enhance job creation but also contribute to Nigeria’ s broader economic stability and 

growth. 
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5.3 Recommendations 

Based on the findings, the following recommendations are proposed: 

1. Enhancing Economic Growth for Employment Generation: Since real GDP has a 

significant negative effect on unemployment, policies aimed at stimulating economic growth 

should be prioritized. This includes investment in infrastructure, promotion of industrialization, 

and support for sectors with high employment potential, such as agriculture and manufacturing. 

Providing incentives for private-sector investment can further enhance job creation. 

2. Managing Inflation to Stabilize the Labour Market: Given the significant positive impact 

of inflation on unemployment, policymakers should adopt measures that strike a balance 

between inflation control and job creation. Monetary authorities should implement inflation-

targeting policies, while fiscal measures should focus on price stabilization for essential goods 

to prevent inflationary shocks from negatively affecting employment. 

3. Improving the Efficiency of Government Expenditure: Since government expenditure is 

positively related to unemployment, this suggests inefficiencies in public spending. 

Policymakers should ensure that public expenditure is strategically allocated to employment-

generating sectors such as infrastructure development, education, healthcare, and skill 

acquisition programs. Transparency and accountability in public finance management should 

be strengthened to reduce wasteful spending. 

4. Labour Market Reforms and Human Capital Development: Structural reforms in the 

labour market should aim at enhancing workforce employability. Expanding vocational training 

programs, bridging skill gaps through education reforms, and incentivizing entrepreneurship 
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and self-employment can help reduce unemployment. Collabouration between the public and 

private sectors in skill development initiatives should be encouraged. 

5. Strengthening Population Growth Management for Employment Creation: The findings 

indicate that population growth can positively impact employment in the long run. To harness 

this potential, policies should focus on enhancing access to quality education, healthcare, and 

entrepreneurial opportunities to make the expanding labour force more productive. Youth 

empowerment programs should also be emphasized. 

6. Coordinating Monetary and Fiscal Policies for Job Creation: Proper coordination 

between monetary and fiscal policies is essential for addressing unemployment and inflation 

simultaneously. While monetary policy should focus on stabilizing inflation and interest rates, 

fiscal policy should emphasize productivity-enhancing government spending, taxation 

incentives for businesses, and targeted interventions in labour-intensive sectors. 
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APPENDIX 

APPENDIX 1 

DESCRIPTIVE STATATICS  

 UNEMP PGR INF LNGEXP LNRGDP 

 Mean  4.011206  2.587953  18.27805  7.415299  9.909363 

 Median  3.827000  2.641786  12.94178  7.711967  10.37726 

 Maximum  5.712000  2.802785  72.83550  9.893863  12.34546 

 Minimum  3.074000  2.092817  5.388008  4.098805  6.193929 

 Std. Dev.  0.571682  0.224628  15.90202  1.612717  1.818581 

 Skewness  1.604836 -1.250983  2.180389 -0.527033 -0.512556 

 Kurtosis  4.890546  3.251085  6.855094  2.268664  2.096044 

      

 Jarque-Bera  19.65790  8.957407  47.99403  2.331703  2.646324 

 Probability  0.000054  0.011348  0.000000  0.311657  0.266292 

      

 Sum  136.3810  87.99041  621.4536  252.1202  336.9184 

 Sum Sq. Dev.  10.78506  1.665106  8344.851  85.82827  109.1388 

      

 Observations  34  34  34  34  34 

 

APPENDIX 2 

UNIT ROOT/STATIONARITY TESTS  

AT LEVELS 

UNEMP  
Null Hypothesis: UNEMP has a unit root  

Exogenous: Constant   

Lag Length: 3 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 

          
Augmented Dickey-Fuller test statistic -3.036901  0.0428 

Test critical values: 1% level  -3.670170  

 5% level  -2.963972  

 10% level  -2.621007  

          
*MacKinnon (1996) one-sided p-values.  

     

     

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(UNEMP)   

Method: Least Squares   

Date: 02/23/25   Time: 08:53   
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Sample (adjusted): 5 34   

Included observations: 30 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
UNEMP(-1) -0.510784 0.168192 -3.036901 0.0055 

D(UNEMP(-1)) 1.026940 0.181101 5.670530 0.0000 

D(UNEMP(-2)) -0.123371 0.451384 -0.273317 0.7869 

D(UNEMP(-3)) 1.287055 0.489373 2.630008 0.0144 

C 1.967536 0.647117 3.040466 0.0055 

          
R-squared 0.597408     Mean dependent var -0.028200 

Adjusted R-squared 0.532993     S.D. dependent var 0.364892 

S.E. of regression 0.249359     Akaike info criterion 0.211169 

Sum squared resid 1.554503     Schwarz criterion 0.444702 

Log likelihood 1.832466     Hannan-Quinn criter. 0.285878 

F-statistic 9.274402     Durbin-Watson stat 2.198671 

Prob(F-statistic) 0.000097    

          
 

INF  
Null Hypothesis: INF has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 

          
Augmented Dickey-Fuller test statistic -2.178388  0.2175 

Test critical values: 1% level  -3.646342  

 5% level  -2.954021  

 10% level  -2.615817  

          
*MacKinnon (1996) one-sided p-values.  

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(INF)   

Method: Least Squares   

Date: 02/23/25   Time: 08:55   

Sample (adjusted): 2 34   

Included observations: 33 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
INF(-1) -0.260554 0.119609 -2.178388 0.0371 

C 5.236127 2.877223 1.819855 0.0785 
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R-squared 0.132755     Mean dependent var 0.524095 

Adjusted R-squared 0.104779     S.D. dependent var 11.51893 

S.E. of regression 10.89876     Akaike info criterion 7.673867 

Sum squared resid 3682.274     Schwarz criterion 7.764565 

Log likelihood -124.6188     Hannan-Quinn criter. 7.704384 

F-statistic 4.745373     Durbin-Watson stat 1.495819 

Prob(F-statistic) 0.037104    

          
PGR  
Null Hypothesis: PGR has a unit root  

Exogenous: Constant   

Lag Length: 5 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 

          
Augmented Dickey-Fuller test statistic -3.044335  0.0429 

Test critical values: 1% level  -3.689194  

 5% level  -2.971853  

 10% level  -2.625121  

          
*MacKinnon (1996) one-sided p-values.  

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(PGR)   

Method: Least Squares   

Date: 02/23/25   Time: 08:55   

Sample (adjusted): 7 34   

Included observations: 28 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
PGR(-1) -0.167222 0.054929 -3.044335 0.0062 

D(PGR(-1)) 1.133998 0.177311 6.395527 0.0000 

D(PGR(-2)) -0.513145 0.273579 -1.875675 0.0747 

D(PGR(-3)) 0.785215 0.264508 2.968584 0.0073 

D(PGR(-4)) -0.221458 0.258268 -0.857474 0.4009 

D(PGR(-5)) 0.562939 0.219619 2.563254 0.0181 

C 0.444815 0.147367 3.018407 0.0065 

          
R-squared 0.822190     Mean dependent var -0.019223 

Adjusted R-squared 0.771387     S.D. dependent var 0.045433 

S.E. of regression 0.021723     Akaike info criterion -4.608575 

Sum squared resid 0.009910     Schwarz criterion -4.275524 

Log likelihood 71.52005     Hannan-Quinn criter. -4.506758 
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F-statistic 16.18389     Durbin-Watson stat 1.825292 

Prob(F-statistic) 0.000001    

          
LNGEXP  
Null Hypothesis: LNGEXP has a unit root  

Exogenous: Constant   

Lag Length: 1 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 

          
Augmented Dickey-Fuller test statistic -3.124211  0.0347 

Test critical values: 1% level  -3.653730  

 5% level  -2.957110  

 10% level  -2.617434  

          
*MacKinnon (1996) one-sided p-values.  

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(LNGEXP)   

Method: Least Squares   

Date: 02/23/25   Time: 08:56   

Sample (adjusted): 3 34   

Included observations: 32 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
LNGEXP(-1) -0.065007 0.020807 -3.124211 0.0040 

D(LNGEXP(-1)) -0.501062 0.151838 -3.299977 0.0026 

C 0.748059 0.165406 4.522566 0.0001 

          
R-squared 0.367831     Mean dependent var 0.177981 

Adjusted R-squared 0.324233     S.D. dependent var 0.204395 

S.E. of regression 0.168023     Akaike info criterion -0.640371 

Sum squared resid 0.818721     Schwarz criterion -0.502958 

Log likelihood 13.24594     Hannan-Quinn criter. -0.594823 

F-statistic 8.436914     Durbin-Watson stat 2.132583 

Prob(F-statistic) 0.001294    

          
LNRGDP  
Null Hypothesis: LNRGDP has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 
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Augmented Dickey-Fuller test statistic -4.655151  0.0007 

Test critical values: 1% level  -3.646342  

 5% level  -2.954021  

 10% level  -2.615817  

          
*MacKinnon (1996) one-sided p-values.  

     

     

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(LNRGDP)   

Method: Least Squares   

Date: 02/23/25   Time: 08:57   

Sample (adjusted): 2 34   

Included observations: 33 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
LNRGDP(-1) -0.041439 0.008902 -4.655151 0.0001 

C 0.593981 0.088954 6.677378 0.0000 

          
R-squared 0.411435     Mean dependent var 0.186410 

Adjusted R-squared 0.392449     S.D. dependent var 0.115918 

S.E. of regression 0.090353     Akaike info criterion -1.911500 

Sum squared resid 0.253072     Schwarz criterion -1.820803 

Log likelihood 33.53975     Hannan-Quinn criter. -1.880983 

F-statistic 21.67044     Durbin-Watson stat 1.606697 

Prob(F-statistic) 0.000058    

          
 

 

 

APPENDIX 3 

UNIT ROOT/STATIONARITY TESTS 

AT FIRST DIFFERENCE 

UNEMP  
Null Hypothesis: D(UNEMP) has a unit root  

Exogenous: Constant   

Lag Length: 4 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 

          
Augmented Dickey-Fuller test statistic -3.316437  0.0237 

Test critical values: 1% level  -3.689194  

 5% level  -2.971853  
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 10% level  -2.625121  

          
*MacKinnon (1996) one-sided p-values.  

     

     

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(UNEMP,2)  

Method: Least Squares   

Date: 02/23/25   Time: 08:54   

Sample (adjusted): 7 34   

Included observations: 28 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
D(UNEMP(-1)) -1.532141 0.461984 -3.316437 0.0031 

D(UNEMP(-1),2) 1.431718 0.437600 3.271754 0.0035 

D(UNEMP(-2),2) 0.131699 0.479766 0.274507 0.7863 

D(UNEMP(-3),2) 0.961526 0.549143 1.750957 0.0939 

D(UNEMP(-4),2) 1.571217 0.494116 3.179854 0.0043 

C 0.024378 0.053162 0.458555 0.6511 

          
R-squared 0.582017     Mean dependent var -0.029821 

Adjusted R-squared 0.487020     S.D. dependent var 0.347609 

S.E. of regression 0.248967     Akaike info criterion 0.244414 

Sum squared resid 1.363657     Schwarz criterion 0.529887 

Log likelihood 2.578200     Hannan-Quinn criter. 0.331686 

F-statistic 6.126735     Durbin-Watson stat 1.926795 

Prob(F-statistic) 0.001064    

          
INF  
Null Hypothesis: D(INF) has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 

          
Augmented Dickey-Fuller test statistic -4.645182  0.0008 

Test critical values: 1% level  -3.653730  

 5% level  -2.957110  

 10% level  -2.617434  

          
*MacKinnon (1996) one-sided p-values.  

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(INF,2)   



72 

 

Method: Least Squares   

Date: 02/23/25   Time: 08:54   

Sample (adjusted): 3 34   

Included observations: 32 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
D(INF(-1)) -0.836923 0.180170 -4.645182 0.0001 

C 0.305625 2.069317 0.147694 0.8836 

          
R-squared 0.418353     Mean dependent var 0.005306 

Adjusted R-squared 0.398965     S.D. dependent var 15.09177 

S.E. of regression 11.70011     Akaike info criterion 7.817535 

Sum squared resid 4106.776     Schwarz criterion 7.909143 

Log likelihood -123.0806     Hannan-Quinn criter. 7.847900 

F-statistic 21.57772     Durbin-Watson stat 1.825740 

Prob(F-statistic) 0.000063    

          
PGR  
Null Hypothesis: D(PGR) has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 

          
Augmented Dickey-Fuller test statistic -1.965071  0.2999 

Test critical values: 1% level  -3.653730  

 5% level  -2.957110  

 10% level  -2.617434  

          
*MacKinnon (1996) one-sided p-values.  

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(PGR,2)   

Method: Least Squares   

Date: 02/23/25   Time: 08:55   

Sample (adjusted): 3 34   

Included observations: 32 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
D(PGR(-1)) -0.215947 0.109893 -1.965071 0.0587 

C -0.002012 0.005170 -0.389162 0.6999 

          
R-squared 0.114038     Mean dependent var 0.002105 
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Adjusted R-squared 0.084506     S.D. dependent var 0.027945 

S.E. of regression 0.026738     Akaike info criterion -4.344978 

Sum squared resid 0.021448     Schwarz criterion -4.253370 

Log likelihood 71.51966     Hannan-Quinn criter. -4.314613 

F-statistic 3.861504     Durbin-Watson stat 1.486987 

Prob(F-statistic) 0.058725    

          
 

LNGEXP  
Null Hypothesis: D(LNGEXP) has a unit root  

Exogenous: Constant   

Lag Length: 0 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 

          
Augmented Dickey-Fuller test statistic -8.291998  0.0000 

Test critical values: 1% level  -3.653730  

 5% level  -2.957110  

 10% level  -2.617434  

          
*MacKinnon (1996) one-sided p-values.  

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(LNGEXP,2)  

Method: Least Squares   

Date: 02/23/25   Time: 08:56   

Sample (adjusted): 3 34   

Included observations: 32 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
D(LNGEXP(-1)) -1.394636 0.168191 -8.291998 0.0000 

C 0.245975 0.044493 5.528402 0.0000 

          
R-squared 0.696225     Mean dependent var 0.005687 

Adjusted R-squared 0.686099     S.D. dependent var 0.340885 

S.E. of regression 0.190987     Akaike info criterion -0.412760 

Sum squared resid 1.094282     Schwarz criterion -0.321152 

Log likelihood 8.604160     Hannan-Quinn criter. -0.382394 

F-statistic 68.75722     Durbin-Watson stat 1.883141 

Prob(F-statistic) 0.000000    

          
LNRGDP  
Null Hypothesis: D(LNRGDP) has a unit root  

Exogenous: Constant   
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Lag Length: 1 (Automatic - based on SIC, maxlag=8) 

          
   t-Statistic   Prob.* 

          
Augmented Dickey-Fuller test statistic -2.483112  0.1291 

Test critical values: 1% level  -3.661661  

 5% level  -2.960411  

 10% level  -2.619160  

          
*MacKinnon (1996) one-sided p-values.  

Augmented Dickey-Fuller Test Equation  

Dependent Variable: D(LNRGDP,2)  

Method: Least Squares   

Date: 02/23/25   Time: 08:57   

Sample (adjusted): 4 34   

Included observations: 31 after adjustments  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
D(LNRGDP(-1)) -0.413049 0.166343 -2.483112 0.0193 

D(LNRGDP(-1),2) -0.142729 0.167537 -0.851924 0.4015 

C 0.068308 0.035674 1.914794 0.0658 

          
R-squared 0.299866     Mean dependent var -0.009231 

Adjusted R-squared 0.249857     S.D. dependent var 0.108856 

S.E. of regression 0.094281     Akaike info criterion -1.793309 

Sum squared resid 0.248889     Schwarz criterion -1.654536 

Log likelihood 30.79629     Hannan-Quinn criter. -1.748072 

F-statistic 5.996174     Durbin-Watson stat 2.061191 

Prob(F-statistic) 0.006800    

          
 

APPENDIX 4 

ARDL MODEL ESTIMATE  

RAW OUTPUT  
Dependent Variable: UNEMP   

Method: ARDL    

Date: 02/23/25   Time: 08:47   

Sample (adjusted): 5 34   

Included observations: 30 after adjustments  

Maximum dependent lags: 4 (Automatic selection) 

Model selection method: Akaike info criterion (AIC) 

Dynamic regressors (4 lags, automatic): PGR INF LNGEXP 

LNRGDP   
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Fixed regressors: C   

Number of models evalulated: 2500  

Selected Model: ARDL(4, 4, 4, 1, 0)  

          
Variable Coefficient Std. Error t-Statistic Prob.*   

          
UNEMP(-1) 1.487712 0.160850 9.249090 0.0000 

UNEMP(-2) -1.592414 0.422379 -3.770109 0.0027 

UNEMP(-3) 0.115985 0.502376 0.230873 0.8213 

UNEMP(-4) -1.372331 0.346877 -3.956245 0.0019 

PGR -5.250561 1.396680 -3.759315 0.0027 

PGR(-1) 5.415192 2.852142 1.898641 0.0819 

PGR(-2) -7.428736 3.118444 -2.382193 0.0346 

PGR(-3) 14.11745 3.014056 4.683871 0.0005 

PGR(-4) -11.71748 2.123296 -5.518534 0.0001 

INF 0.024647 0.005410 4.556095 0.0007 

INF(-1) -0.016825 0.004899 -3.434042 0.0049 

INF(-2) 0.016580 0.004331 3.827819 0.0024 

INF(-3) -0.005030 0.004932 -1.020025 0.3278 

INF(-4) 0.008552 0.005336 1.602695 0.1350 

LNGEXP 0.860900 0.357864 2.405664 0.0332 

LNGEXP(-1) 0.782897 0.326938 2.394635 0.0338 

LNRGDP -1.178443 0.466473 -2.526283 0.0266 

C 21.22884 4.931417 4.304816 0.0010 

          
R-squared 0.982994     Mean dependent var 4.044467 

Adjusted R-squared 0.958902     S.D. dependent var 0.600797 

S.E. of regression 0.121797     Akaike info criterion -1.089211 

Sum squared resid 0.178014     Schwarz criterion -0.248493 

Log likelihood 34.33817     Hannan-Quinn criter. -0.820258 

F-statistic 40.80198     Durbin-Watson stat 2.856489 

Prob(F-statistic) 0.000000    

      

APPENDIX 5 

ARDL BOUND CO-INTEGRATION TEST  
ARDL Bounds Test   

Date: 02/23/25   Time: 08:48   

Sample: 5 34    

Included observations: 30   

Null Hypothesis: No long-run relationships exist 

          
Test Statistic Value k   
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F-statistic  4.920477 4   

          
     

Critical Value Bounds   

          
Significance I0 Bound I1 Bound   

          
10% 2.45 3.52   

5% 2.86 4.01   

2.5% 3.25 4.49   

1% 3.74 5.06   

          
     

Test Equation:    

Dependent Variable: D(UNEMP)   

Method: Least Squares   

Date: 02/23/25   Time: 08:48   

Sample: 5 34    

Included observations: 30   

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
D(UNEMP(-1)) 1.155632 0.484771 2.383870 0.0308 

D(UNEMP(-2)) 0.639873 0.454613 1.407512 0.1797 

D(UNEMP(-3)) 1.115661 0.408018 2.734343 0.0154 

D(PGR) -4.639542 1.982243 -2.340552 0.0335 

D(PGR(-1)) -0.432539 2.569653 -0.168326 0.8686 

D(PGR(-2)) -5.954094 2.924134 -2.036191 0.0598 

D(PGR(-3)) 6.144219 2.269252 2.707597 0.0162 

D(INF) 0.009241 0.004776 1.934907 0.0721 

D(LNGEXP) 0.685694 0.328348 2.088312 0.0542 

C 8.833937 4.867753 1.814787 0.0896 

PGR(-1) -1.108630 1.374869 -0.806353 0.4326 

INF -0.000692 0.003611 -0.191498 0.8507 

LNGEXP(-1) 0.969557 0.466026 2.080480 0.0550 

LNRGDP(-1) -0.896679 0.412315 -2.174741 0.0461 

UNEMP(-1) -1.119115 0.446325 -2.507398 0.0242 

          
R-squared 0.884311     Mean dependent var -0.028200 

Adjusted R-

squared 0.776335     S.D. dependent var 0.364892 

S.E. of 

regression 0.172569     Akaike info criterion -0.369184 

Sum squared 0.446702     Schwarz criterion 0.331414 
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resid 

Log likelihood 20.53777     Hannan-Quinn criter. -0.145057 

F-statistic 8.189872     Durbin-Watson stat 2.863898 

Prob(F-statistic) 0.000113    

      

APPENDIX 6 

LONG AND SHORT RUN  
ARDL Cointegrating And Long Run Form  

Dependent Variable: UNEMP   

Selected Model: ARDL(4, 4, 4, 1, 0)  

Date: 02/23/25   Time: 08:47   

Sample: 1 34    

Included observations: 30   

          
Cointegrating Form 

          
Variable Coefficient Std. Error t-Statistic Prob.    

          
D(UNEMP(-1)) 2.848760 0.563093 5.059133 0.0003 

D(UNEMP(-2)) 1.256346 0.401213 3.131371 0.0087 

D(UNEMP(-3)) 1.372331 0.346877 3.956245 0.0019 

D(PGR) -5.250561 1.396680 -3.759315 0.0027 

D(PGR(-1)) 7.428736 3.118444 2.382193 0.0346 

D(PGR(-2)) 

-

14.117450 3.014056 -4.683871 0.0005 

D(PGR(-3)) 11.717484 2.123296 5.518534 0.0001 

D(INF) 0.024647 0.005410 4.556095 0.0007 

D(INF) -0.016580 0.004331 -3.827819 0.0024 

D(INF) 0.005030 0.004932 1.020025 0.3278 

D(INF) -0.008552 0.005336 -1.602695 0.1350 

D(LNGEXP) 0.860900 0.357864 2.405664 0.0332 

D(LNRGDP) -1.178443 0.466473 -2.526283 0.0266 

CointEq(-1) -0.961048 0.498788 -4.733573 0.0005 

          
    Cointeq = UNEMP - (-2.0602*PGR + 0.0118*INF + 

0.6962*LNGEXP  -0.4991 

        *LNRGDP + 8.9913 )   

          
     

Long Run Coefficients 

          
Variable Coefficient Std. Error t-Statistic Prob.    
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PGR -2.060160 0.205272 -10.036228 0.0000 

INF 0.011827 0.002710 4.364701 0.0009 

LNGEXP 0.696215 0.199463 3.490454 0.0045 

LNRGDP -0.499119 0.174801 -2.855349 0.0145 

C 8.991279 0.448605 20.042748 0.0000 

          
 

 

 

APPENDIX 7 

DIAGNOSTIC TEST 

BREUSCH-GODFREY AUTOCORRELATION  
Breusch-Godfrey Serial Correlation LM Test:  

          
F-statistic 1.816599     Prob. F(2,10) 0.2123 

Obs*R-squared 7.994891     Prob. Chi-Square(2) 0.0184 

          
Test Equation:    

Dependent Variable: RESID   

Method: ARDL    

Date: 02/23/25   Time: 08:49   

Sample: 5 34    

Included observations: 30   

Presample missing value lagged residuals set to zero. 

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
UNEMP(-1) 0.103588 0.161459 0.641574 0.5356 

UNEMP(-2) -0.154353 0.408364 -0.377980 0.7133 

UNEMP(-3) 0.006638 0.685061 0.009690 0.9925 

UNEMP(-4) 0.044388 0.403240 0.110077 0.9145 

PGR -0.026640 1.895305 -0.014056 0.9891 

PGR(-1) 0.102981 3.601013 0.028598 0.9777 

PGR(-2) 0.078304 3.711319 0.021099 0.9836 

PGR(-3) -0.037728 3.515595 -0.010732 0.9916 

PGR(-4) -0.155044 2.453938 -0.063182 0.9509 

INF -0.000458 0.005318 -0.086163 0.9330 

INF(-1) 0.000641 0.004652 0.137879 0.8931 

INF(-2) 0.001343 0.004472 0.300381 0.7700 

INF(-3) 0.000986 0.005576 0.176855 0.8632 

INF(-4) -0.001304 0.005337 -0.244327 0.8119 

LNGEXP 0.162466 0.409618 0.396629 0.7000 

LNGEXP(-1) 0.042858 0.424818 0.100885 0.9216 
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LNRGDP -0.159605 0.596848 -0.267413 0.7946 

C 0.144888 5.266468 0.027511 0.9786 

RESID(-1) -0.653189 0.355315 -1.838335 0.0959 

RESID(-2) -0.224701 0.531195 -0.423010 0.6812 

          
R-squared 0.266496     Mean dependent var -8.05E-15 

Adjusted R-squared -1.127161     S.D. dependent var 0.078348 

S.E. of regression 0.114269     Akaike info criterion -1.265800 

Sum squared resid 0.130574     Schwarz criterion -0.331669 

Log likelihood 38.98701     Hannan-Quinn criter. -0.966964 

F-statistic 0.191221     Durbin-Watson stat 2.122893 

Prob(F-statistic) 0.999009    

          
 

 

 

 

APPENDIX 8 

BREUSCH-PAGAN-GODFREY HETEROSCEDASTICITY  
Heteroskedasticity Test: Breusch-Pagan-Godfrey 

          
F-statistic 0.949482     Prob. F(17,12) 0.5504 

Obs*R-squared 17.20737     Prob. Chi-Square(17) 0.4404 

Scaled explained SS 1.696225     Prob. Chi-Square(17) 1.0000 

          
Test Equation:    

Dependent Variable: RESID^2   

Method: Least Squares   

Date: 02/23/25   Time: 08:50   

Sample: 5 34    

Included observations: 30   

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
C -0.058946 0.275358 -0.214070 0.8341 

UNEMP(-1) -0.010743 0.008981 -1.196170 0.2547 

UNEMP(-2) 0.032024 0.023585 1.357847 0.1995 

UNEMP(-3) -0.007262 0.028051 -0.258875 0.8001 

UNEMP(-4) -0.010179 0.019369 -0.525523 0.6088 

PGR -0.027237 0.077987 -0.349255 0.7330 

PGR(-1) 0.058229 0.159256 0.365627 0.7210 

PGR(-2) -0.071110 0.174126 -0.408385 0.6902 

PGR(-3) -0.049364 0.168297 -0.293313 0.7743 
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PGR(-4) 0.131555 0.118560 1.109614 0.2889 

INF -0.000340 0.000302 -1.125535 0.2824 

INF(-1) -2.47E-06 0.000274 -0.009014 0.9930 

INF(-2) -0.000179 0.000242 -0.739444 0.4739 

INF(-3) 0.000182 0.000275 0.662225 0.5203 

INF(-4) -0.000424 0.000298 -1.424611 0.1798 

LNGEXP 0.012972 0.019982 0.649199 0.5284 

LNGEXP(-1) -0.013873 0.018255 -0.759952 0.4620 

LNRGDP -0.004643 0.026047 -0.178242 0.8615 

          
R-squared 0.573579     Mean dependent var 0.005934 

Adjusted R-squared -0.030518     S.D. dependent var 0.006699 

S.E. of regression 0.006801     Akaike info criterion -6.859831 

Sum squared resid 0.000555     Schwarz criterion -6.019112 

Log likelihood 120.8975     Hannan-Quinn criter. -6.590878 

F-statistic 0.949482     Durbin-Watson stat 2.748498 

Prob(F-statistic) 0.550376    

          
APPENDIX 9 

CORRELATION  

 UNEMP PGR INF LNGEXP LNRGDP 

UNEMP 1 

-

0.58568263598

23582 

0.06906562782

781787 

0.25762090380

02233 

0.27320651007

99521 

PGR 

-

0.58568263598

23582 1 

-

0.23789152024

44614 

-

0.31061879297

17342 

-

0.32436974789

91596 

INF 

0.06906562782

781787 

-

0.23789152024

44614 1 

-

0.06462948815

889992 

-

0.06829640947

288006 

LNGEXP 

0.25762090380

02233 

-

0.31061879297

17342 

-

0.06462948815

889992 1 

0.99663865546

21848 

LNRGDP 

0.27320651007

99521 

-

0.32436974789

91596 

-

0.06829640947

288006 

0.99663865546

21848 1 
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APPENDIX 10 

NORMALITY TEST 

 


