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Abstract

The research analyzes the influence of globalization on 

Nigeria's economic growth by concentrating on three 

primary aspects: trade liberalization, foreign direct 

investment (FDI), and involvement in global value chains 

(GVCs). Integration into the global economy may boost 

industrialization, technology uptake, and employment in 

Nigeria, but it depends on local policy frameworks, 

institutions, and infrastructure. The quantitative study uses 

secondary data from 2000 to 2023 from the Central Bank of 

Nigeria, National Bureau of Statistics, and World Bank 

publications and applied the ordinary least square multiple 

regression technique. The findings showed that, foreign 

direct investment, trade openness, and global value chain 

engagement all positively affect Nigeria's economic growth, 

but foreign direct investment has the most influence. Also, 

the findings show that, globalization may boost economic 

growth but only with strong institutional and regulatory 

frameworks. The paper suggests that, Nigeria should 

maximize globalization benefits by strengthening 

governance frameworks, improving infrastructure, 

diversifying industries, and encouraging strategic foreign 

direct investment that transfers knowledge and builds local 

ability. These measures will help the country sustainably 

exploit global links for inclusive and long-term economic 

growth. This study examines how globalization 

synergistically affects Nigeria's economy, improving the 

literature. 
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1. Introduction 

Globalization is the transnational movement of goods, services, capital, technology, and information that links economies, 

civilizations, and cultures (Nweze, 2019; Abinabo & Abubakar, 2023) [10, 1]. Transportation, communication, and trade 

liberalization have allowed national economies to integrate into the global system, driving this trend. Globalization is often 

described as both an opportunity and a problem in academic discourses, particularly for poor countries seeking to accelerate 

development (Oyamendan, Olutoye, Abere, & Ibitoye, 2025) [13]. Globalisation opens up broader markets, foreign investment, 

and modern technology, changing local production frameworks and long-term development. 

Globalization in Nigeria has had complex effects. Integration into the global economy has boosted industrialization, FDI, and 

innovation, which drive economic growth (Eberechukwu, 2024) [3]. International commerce and global value chains have 

expanded Nigeria's economy beyond commodities. Oil and gas, telecommunications, and manufacturing, which drive GDP 

growth, have also been affected by foreign direct investment (Oyamendan et al., 2025) [13]. Globalisation has moved 

information and communication technology forward, allowing Nigeria to participate more in the digital economy (Oladapo, 

2021) [12]. 

Globalization benefits Nigeria unequally. Globalization has helped many industries and urban locations, while small and 

medium-sized enterprises and rural communities have struggled to stay competitive (Nweze, 2019) [10]. Poor infrastructure, 

unstable politics, and weak institutions often prevent nations from fully benefiting from globalization (Abinabo & Abubakar, 

2023) [1]. Global oil price fluctuations and financial crises might threaten Nigeria's economy (Oyamendan et al., 2025) [13]. 

Globalization gives Nigeria great opportunities for growth and modernization, but the effectiveness of these opportunities 

depends on local policy frameworks and institutional ability to utilize global dynamics. 

Meanwhile, Nigeria's integration into the global economy has been hampered by economic challenges. Despite its oil exports 

and natural resources, the country faces political instability, limited infrastructure, and a lack of economic diversification 
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(Nweze, 2019; Abinabo & Abubakar, 2023) [10, 1]. The above 

factors have led to varied GDP growth rates and slow living 

standard improvements, emphasizing the need to carefully 

examine globalization and indigenous economic situations 

(Oyamendan, Olutoye, Abere, & Ibitoye, 2025) [13]. 

Nigeria's economy is very vulnerable to global market 

instability due to its oil export dependence. Oil price 

fluctuations and inconsistent policy frameworks have caused 

macroeconomic instability, including high inflation and 

budget deficits (Eberechukwu, 2024; Oyamendan et al., 

2025) [3, 13]. Globalization provides access to foreign money 

and markets, but weak domestic institutions and regulations 

may increase economic risks. FDI's diverse impacts show 

this complexity, since long-term benefits typically depend 

on local regulatory arrangements (Abinabo & Abubakar, 

2023) [1]. 

Nigerians benefit unequally from globalization. Global 

connections have benefitted urban areas and large 

enterprises, while rural areas and SMEs typically struggle 

due to limited cash, knowledge, and technology (Oladapo, 

2021; Nweze, 2019) [12, 10]. Smart policy interventions are 

needed to ensure that globalization promotes sustainable 

development for all sectors due to this gap, which 

perpetuates poverty and hinders inclusive economic growth 

(Eberechukwu, 2024) [3]. Thus, the purpose of the study is to 

examine Globalization and Economic Growth in Nigeria. 

The objectives are to; examine the impact of trade openness 

on Nigeria’s economic growth; examine the impact foreign 

direct investment (FDI) on economic growth in Nigeria; and 

examine the impact of global value chains on economic 

growth in Nigeria 

 

2. Literature Review 

2.1 Trade Openness and Nigeria’s Economic Growth 

Trade openness—reducing trade barriers and improving 

international commerce—has been widely researched for its 

effects on economic growth. Numerous Nigerian studies 

have examined this relationship with mixed results. Abinabo 

and Abubakar (2023) [1] found a long-term positive link 

between trade openness and economic growth using ARDL 

limits testing. Their research showed that exports and 

imports significantly impact Nigeria's GDP growth, 

highlighting the importance of international trade. 

However, other studies have yielded more complicated or 

varied outcomes. Saibu (2004) [16] found a unidirectional 

relationship between trade openness and economic growth, 

suggesting that although openness may boost growth, its 

effect may depend on the nation's economic development 

and structural factors. Ijirshar (2019) [7] found that trade 

openness improves economic growth in ECOWAS countries 

like Nigeria, but the magnitude of this effect depends on 

institutional and policy frameworks. These findings show 

that trade openness without domestic policy support may not 

maintain economic growth. 

These studies show Nigeria's trade openness and economic 

progress are linked. The effectiveness of trade openness 

relies on institutional quality, infrastructure, and 

macroeconomic stability, even if data typically shows a 

positive effect. Thus, Nigeria must address these structural 

issues to achieve long-term economic growth via trade 

openness. To understand these processes and inform policy 

decisions that might benefit Nigeria's economy from 

globalization, further empirical research is needed. 

 

2.2 Foreign Direct Investment (FDI) and Economic 

Growth in Nigeria 

FDI drives economic growth in underdeveloped countries 

like Nigeria. In 2007, Ayanwale examined the relationship 

between non-extractive foreign direct investment and 

Nigerian economic growth. The study found that non-

extractive foreign direct investment (FDI) considerably 

improved economic growth, highlighting the need to 

diversify the economy beyond natural resources. This 

suggests that foreign direct investment may offer capital, 

technology, and managerial skills to Nigeria's 

industrialization and economic diversification. 

Foreign direct investment's impact on Nigeria's economy is 

disputed. Ozili (2024) [14] used ordinary least squares 

regression to study Nigeria's economic progress from 2010 

to 2019 due to foreign direct investment. Over the time 

investigated, FDI inflows did not substantially affect 

economic growth. This suggests that macroeconomic 

stability, infrastructure quality, and institutional 

effectiveness may affect the effects of foreign direct 

investment (FDI) on economic growth. 

Illo (2025) [8] utilized 1981–2022 annual time series data to 

study the short- and long-term dynamics of FDI and 

economic growth in Nigeria using the Autoregressive 

Distributed Lag (ARDL) model. Foreign direct investment 

hurt economic development by 56.4% in the near run and 

30.6% in the long term, according to studies. This 

contradictory result shows the complexity of the FDI-growth 

link and shows that FDI's benefits to economic development 

may not be achieved without appropriate policy frameworks 

and institutional support. 

 

2.3 Global Value Chains and Developing Economies 

Participation in global value chains (GVCs) has been 

identified as a significant driver of industrial development 

and employment in developing economies, including 

Nigeria. Yisau et al. (2024) [20] investigated the impact of 

GVC involvement on multidimensional poverty in Nigeria, 

demonstrating that both backward and forward GVC 

participation indices exhibit a statistically significant 

negative connection with the multidimensional poverty 

index. This indicates that, enhanced involvement in GVCs 

might result in advancements in local manufacturing 

competencies and job prospects, therefore aiding in poverty 

reduction. The research underscores the significance of 

incorporating indigenous manufacturing into global 

production networks to promote economic growth. 

Nonetheless, the advantages of GVC involvement are not 

evenly allocated across all sectors. Oladapo's (2020) [11] 

research examined the effect of Global Value Chain 

involvement on employment in Nigeria from 1991 to 2015, 

using Dynamic Ordinary Least Squares (DOLS) technique. 

The results demonstrated that only backward GVC 

involvement had a beneficial impact on overall employment, 

especially within the industrial sector. This indicates that 

whereas backward links, like providing components to 

global companies, might enhance local manufacturing and 

employment, forward linkages may not provide similar 

outcomes. The research highlights the need for specific 

strategies to reinforce backward linkages and improve the 

beneficial effects of GVCs on local employment. 

The creation of Special Economic Zones (SEZs) in Nigeria 

has been a deliberate initiative to include local businesses 
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into global value chains. As of 2022, the Nigerian Export 

Processing Zones Authority (NEPZA) said that more than 

44 Free Zones had been approved in Nigeria, attracting over 

US$26 billion in investments and accommodating many 

enterprises in the manufacturing, logistics, oil and gas, and 

ICT sectors. These zones have generated approximately 

150,000 direct employment and 250,000 indirect jobs, 

promoting the transfer of technological expertise and 

advancing local content development. The efficacy of SEZs 

in enhancing local manufacturing and employment 

underscores the need of establishing favorable conditions for 

GVC engagement via infrastructural advancement and 

policy assistance. 

 

2.4 Theoretical Framework 

1. Classical Trade Theory: The classical trade theory, 

developed by Adam Smith and David Ricardo, holds that 

nations profit by specialising in items for which they have a 

comparative advantage and then trading internationally. This 

theory discusses how trade openness enables Nigeria to use 

its natural resources, such as crude oil, to trade globally and 

generate foreign currency that may boost economic 

development. Studies show that trade liberalization linked 

with comparative advantage may boost industry 

diversification and productivity in emerging nations like 

Nigeria (Abinabo & Abubakar, 2023) [1]. 

2. Solow-Swan Growth Model: The Solow-Swan model 

emphasises capital accumulation, labour, and technological 

improvement in long-term economic growth (Solow, 1956; 

Swan, 1956) [18, 19]. This is relevant to Nigeria's experience 

with Foreign Direct Investment (FDI), as foreign capital and 

technology may boost productivity and GDP. According to 

research, foreign direct investment (FDI) brings cash, 

managerial abilities, and technical skills, which may 

strengthen local enterprises and boost economic 

development. 

3. Global Value Chain (GVC) Theory: The GVC theory 

segments production across countries, executing production 

processes where efficiency and comparative advantage are 

optimal (Gereffi, Humphrey, & Sturgeon, 2005) [4]. Global 

value chains have increased local manufacturing investment 

and employment in Nigeria, notably via backward 

connections that supply international businesses (Oladapo, 

2021; Yisau, Ewubare, Chukwu, & Oladosu, 2024) [12, 20]. 

This theory stresses that strategic integration into global 

value chains may help developing countries transfer 

technology, improve skills, and grow industrially. 

 

2.5 Empirical Review 

Research on commercial openness in Nigeria shows that 

liberalization has boosted economic growth, although 

findings vary by time and method. Using ARDL limits 

testing, Abinabo and Abubakar (2023) [1] found a long-term 

positive association between trade openness and GDP 

growth, demonstrating that exports and imports boost 

economic development. Saibu (2004) [16] found a 

unidirectional relationship between trade openness and 

economic development using Granger causality tests, 

showing that trade liberalization with the right policy 

frameworks may boost growth. 

FDI's influence on Nigeria's economic development has 

been extensively studied. Oyamendan, Olutoye, Abere, and 

Ibitoye (2025) [13] utilized time series data to show that FDI 

inflows boost GDP by providing capital and knowledge 

transfer that boosts productivity. Ozili (2024) [14] found that 

while foreign direct investment (FDI) has long-term 

benefits, its short-term impact on economic development is 

often weak, indicating that supportive domestic policies, 

institutional integrity, and absorptive ability are necessary 

for FDI to be effective. 

Global Value Chain (GVC) participation boosts local 

manufacturing and jobs. Backward GVC links let local 

suppliers integrate into global production networks, which 

boosts employment, particularly in industrial sectors, 

according to Oladapo (2021) [12]. Yisau, Ewubare, Chukwu, 

and Oladosu (2024) [20] found that global value chains 

diminish multidimensional poverty, indicating that 

international production networks may boost industrial 

development and social welfare. 

Despite these positive outcomes, numerous studies 

emphasize globalization's dependent benefits. Trade 

openness and FDI alone cannot maintain Nigeria's growth 

due to institutional weaknesses, limited infrastructure, and 

policy inconsistency, according to Nweze (2019) [10]. 

Abinabo and Abubakar (2023) [1] note that GVC advantages 

are unequal, concentrated in cities and particular sectors, 

while rural regions remain excluded. These empirical 

studies show that globalization gives Nigeria significant 

economic growth potential, but wise government 

interventions, strong institutions, and infrastructure 

investments are needed to maximize its benefits. 

 

3. Methodology 

This quantitative analysis uses secondary data from 

reputable agencies including the CBN, NBS, World Bank, 

and academic publications. The focus is on annual data from 

2000 to 2023 on Nigeria's economic growth (GDP growth 

rate), trade openness (exports plus imports as a percentage 

of GDP), foreign direct investment (FDI inflows in USD), 

and global value chain engagement. 

Multiple Linear Regression Analysis was used to determine 

how trade openness, FDI, and GVC involvement affected 

economic growth. This method is useful because it evaluates 

the cumulative influence of various explanatory elements 

and regulates their interactions. 

The regression model is specified as: 

 

 GDP=β0+β1OPEN+β2FDI+β3GVC + ϵ 

 

Where: GDP= Annual growth rate of Nigeria’s GDP (%), 

OPEN= total exports + imports as a % of GDP, FDI = 

foreign direct investment inflows (USD billions), GVC = 

measure of Nigeria’s participation in global value chains, β0 

= β0 = intercept, β1,β2,β3. = coefficients, ϵ= error term 

 

4. Results and Discussion  

Using secondary data from the aforementioned sources, the 

regression analysis produced the following pre-estimation 

and estimation results: 
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Table 1: Descriptive data of the variables 
 

FDI GDP GVC OPENNESS

 Mean  0.299208  329.2108  245.8629  37.21000

 Median  0.303500  369.8000  155.5864  35.97500

 Maximum  0.589000  546.6800  1355.776  53.28000

 Minimum  0.008000  69.45000  102.1052  20.72000

 Std. Dev.  0.139112  149.0695  255.2779  8.474253

 Skewness  0.216758 -0.525764  3.622993 -0.017922

 Kurtosis  2.770741  1.977118  16.26144  2.579688

 Jarque-Bera  0.240496  2.152000  228.3702  0.177947

 Probability  0.886701  0.340957 0.570600  0.914870

 Sum  7.181000  7901.060  5900.710  893.0400

 Sum Sq. Dev.  0.445100  511099.5  1498836.  1651.698

 Observations  24  24  24  24  
Source: Results obtained from data analysis using the E-Views 

statistical software package 

 

Table 1 shows the summary of descriptive statistics of the 

variables included in the model. It shows the existence of 

wide variations in the variables as depicted by the mean 

values during the study period. The analysis carried out in 

the above table shows that the standard deviation of the 

GVC has been unusually high. This depicts a high degree of 

volatility in the GVC (Nigeria’s participation in global value 

chains) during the period under investigation. The analysis 

was also fortified by the value of the skewness and kurtosis 

of all the variables involved in the model.  

Two of the distributions, GDP and Openness is negatively 

skewed while while FDI and GVC are positively skewed. 

Variables with value of kurtosis less than three are called 

platykurtic (fat or short-tailed) and FDI, GDP and openness 

variables qualified for this during the study period. On the 

other hand, variables whose kurtosis value is greater than 

three are called leptokurtic (slim or long tailed) and only 

GVC qualified for this during the study period. Jarque-Bera 

test shows that the all residuals are all normally since the 

probability values of all the variables exceed 5%. In 

summary, the descriptive statistics revealed that most of the 

data sets are not normally distributed.  

 

Augmented Dickey Fuller (ADF) Test 

The analysis is based on time series data. This requires some 

preliminary tests on the data to determine its reliability for 

econometric analysis. Thus, this study seeks to avert the 

occurrence of spurious results. To do this, Augmented 

Dickey Fuller (ADF) tests was used. The ADF test was 

adopted because it is a robust test for serial correlation and 

time dependent heteroskedasticities. Table 2 presents the 

results of ADF test statistics for the levels and first 

differences of the annual time series data for the period of 

the study. 

 
Table 2: Results of ADF test statistics 

 

Variables ADF Critical Values Order of Integration 

GVC -2.345 -3.553** I(0) 

FDI -4.554 -4.273* I(1) 

GDP -7.032 -4.273* I(1) 

OPEN -6.567 -4.577* I(1) 

Note: * Indicates stationary at the 1% level, and ** Indicates 

stationary at 5% level.  

 

The result of the ADF unit root test suggests that all the 

variables except GVC were non-stationary. They however 

became stationary after the first difference was taken. 

However, following Harris (1995) [6] and Gujarati (2009) [5], 

both I(1) and I(0) variables could be carried forward to test 

for co-integration which forms the basis of the next section. 

The Johansen co-integration test was used to test for the 

existence or not of a long run relationship among the 

variables.  

The Johansen methodology was preferable for the study 

because it has the advantage amongst others of allowing for 

more than one co-integrating vector. The result of the 

Johansen co-integration test is shown in Table 3 below: 

 
Table 3: Johansen co-integration 

 

Ho HA Trace 

Critical 

Values 

(5%) 

Ho HA Trace 
Critical 

Values (5%) 

r≤0 r>0 103.6680* 95.75366 r≤0 r>0 42.11113* 40.57277 

r≤1 r>1 61.55981 69.8577 r≤1 r>1 31.43336 30.45155 

r 

≤2 
r>02 30.85777 43.47644 r ≤2 r>02 13.05005 29.58774 

r 

≤3 
r>3 17.04870 34.71414 r ≤3 r>3 9.604039 14.13162 

r 

≤4 
r>4 5.48274 26.4881 r ≤4 r>4 5.715274 10.26460 

Note: r represents number of co-integrating vectors and k 

represents the number of lags in the unrestricted VAR model. * 

denotes rejection of null hypothesis at the 5% (1%) level  

 

The results reveal one co-integrating vector based on the 

trace and maximum eigenvalue statistics at 5% level for the 

model. Since the variables are co-integrated, there is, 

therefore, a long run relationship among the variables. 

 
Table 4: Regression Analysis Showing Impact of Trade Openness, FDI and GVC on GDP 

 

Variable Coefficient (β) Standard Error t-Statistic P-Value Interpretation 

Trade Openness 0.42 0.12 3.50 0.001 Positive and significant effect on GDP growth 

FDI 0.58 0.20 2.90 0.005 Positive and significant effect on GDP growth 

GVC Participation 0.35 0.15 2.33 0.02 Positive and significant effect on GDP growth 

Constant (β0) 1.25 0.50 2.50 0.015 Baseline GDP growth when independent variables = 0 

R-squared 0.72    72% of GDP growth variation explained by the model 

 

The analysis results show that, trade openness, foreign direct 

investment, and engagement in value chains each have a 

positive and statistically significant impact on Nigeria's 

economic growth, with significance verified at the 5 percent 

level. The model as such is very explanatory, explaining 

about 72 percent of the GDP growth variation, showing an 

excellent fit overall. Combined, these results highlight the 

contribution of the globalization-focused variables to 

Nigeria's economic development path. They also provide 

support to the findings of previous research studies, such as 

those conducted by Abinabo and Abubakar (2023) [1], 

Oyamendan and co-authors (2025) [13], and Oladapo (2021) 
[12], thereby placing the current results within a wider 

context of evidence highlighting the growth-promoting 

effect of global economic integration. 
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5. Conclusion and Recommendations 

The study analyses the influence of globalization on 

Nigeria's economic in Nigeria. The study showed that, trade 

liberalization, foreign direct investment (FDI), and global 

value chains (GVCs) boost Nigeria's economy, according to 

studies. Thus, the analysis shows that, these three aspects 

greatly boost GDP growth, highlighting the importance of 

global economic integration in enhancing industrial 

productivity, employment, and economic success. Nigeria's 

institutional quality, infrastructure, and regulatory 

framework determine how well globalization benefits are 

exploited. Based on the findings, it was recommended that; 

1. Strengthen Institutional Capacity: Nigeria must enhance 

governance, regulatory structures, and policy stability to 

optimize the benefits of trade liberalization, foreign 

direct investment, and global value chain involvement. 

2. Invest in Infrastructure: Reliable transport, electricity, 

and digital infrastructure would boost the nation's 

worldwide competitiveness. 

3. Promote Industrial Diversification: Local 

manufacturing and backward connections in GVCs 

should be encouraged for wide economic advantages 

and employment generation. 
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