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Abstract  

Development across the globe has led to a gap between the poor and rich 

countries and  this gab is growing very fast. It been a while the Gross Domestic 

Product of Nigeria is inadequate and this has resulted to poor standard of 

living and unimproved condition of living compare to some developed 

countries. The study objective is to investigate the impact of globalization on 

economic growth. The study adopts a quantitative research methodology. 

Secondary data source from the CBN statistical bulletin for the period of 2002 

– 2018 was used for the analysis. Using Augmented Dickey – Fuller unit root 

test, it shows that foreign direct investment outflow from direct investment 

inflow, total import, total trade and balance of trade are stationary at 1st and 

2nd different level of differencing, while the levels of the differencing show that 

Gross Domestic Product and total export are non-stationary after second 

differencing. Using correlation test the result show that GDP is positively and 

significantly related to foreign direct investment inflow, foreign direct 

investment outflow, total trade, total import and total export. But balance of 

trade is insignificantly related to Gross Domestic Product. The results of 

regression analysis when economic growth proxy as Gross Domestic Product 

(Dependent Variable) and foreign direct investment inflow, foreign direct 

investment outflow, total import, balance of trade, total trade and total export 

proxy as globalization (independent variables) shows that all the 

independent variables are positively and significantly related to Gross 
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Domestic Product except total export which was found to be negatively 

related to Gross Domestic Product. Base on these findings the study 

recommended that government should provide dependable and transparent 

conditions for firms and ease the way of doing business whether domestic or 

foreign and also encourage export so as to help domestic companies compete 

globally and boost the economic output. 

 

Keyword: Gross Domestic Product, Economic Growth, Globalization, 

Regression, Correlation. 

 

Background of the Study 

Extension of division of labour internationally beyond finished goods offers 
Nigeria a wide choice of industrialization. Countries effort to remove obstacles 
in international trade led to the idea of globalization. Globalization has been 
celebrated as key to development. The global competition that came from the 
world integration has led to tremendous progress in the economy of the 
world. But in Nigeria its economy is below expectation compared to other 
nations in the world. Findings have shown that globalization which is 
expected to result to economic growth and development across the globe has 
led to a gap between the poor and rich countries and this gap is growing very 
fast. Developed nations controlled the loss and gains distributions over 
developing countries. UNDP (1992) noted that 20% of population of the world 
in developed nations got 82.7% of the total world income; 20% of population 
of the world in developing nations got only 1.4% of the total world income. A 
difference of 81.3% is noted when the two economies were compared and it 
indicated distribution index marginalization between the underdeveloped 
countries and developed countries. Nigeria situation is not an exception. It 
been a while, the GDP of Nigeria is inadequate this has resulted to poor 
standard of living and unimproved condition of living. 
 

Study Objective 

To investigate the impact of globalization on economic growth in Nigeria. 

 

Literature Review 

Globalization  

Giddens (2006) defined globalization as an economic sense which pertain 

transactional corporations, whose actions expand to national borders, global 

process of production is influence and flow of international global capital. 

Akindele, Gidado and Olaopo (2002) opine globalization is a structure of 
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integrating, economic, and social relations between international boundaries 

with the objective of making present being global, worldwide and at global 

arena or world stage. They assert that globalization increases global finance 

of national state operation; distribution of political and economic power; 

division of labour internationally; form social contact between government 

and labour. OECD (2005) explain that globalization is multidimensional and 

dynamic structure of integrating economic where national resources become 

internationally mobile and national economies become interdependent. This 

means globalization depict internationalization of market of services and 

goods and also financial markets. 

 

Benefit of Globalization 

UNCTAD (2002) noted that globalization is motivated by improved 

competition and transportation; technological campus; promote trade; 

reduce risk of doing business; improve Information and Communication 

Technology. Onwuka and Eguavon (2007) specify the advantage of 

globalization; it lead improvement in competition and efficient use of 

productive resources; exposing nation to new product and idea; 

specialization; opportunities for acquisition and mergers and its  leads to 

power of corporation and growth size. Obaseki (2000) pointed out that the 

globalization lead to increase in efficiency and specialization; best quality of 

products at cheaper price; improve competition; production economic of 

scale; increase improvement in managerial capabilities; it counter fiscal 

imbalances and inflationary growth with real interest rate. This means it 

brings prospects for structural reforms and investment especially for 

transition economies. Lotto (2011) noted that its stabilizes and opens the 

economy by means of export strategy. The Structural Adjustment Program 

(SAP) introduced in Nigeria was a strategy adopted as a liberation action to 

open up Nigeria economy and enter international market. 

 

Negative Effect of Globalization 

Ogboru (2004) observed that globalization favour nations that adopted 

ardent sectoral and macroeconomic policies. This is an unequal situation of 

benefits distribution of loss between different economies of weak and strong 

countries. Obaseki and Ojo (1998) pointed out that globalization does not 

motivate global welfare, there are macroeconomic differences, structural and 
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sectoral policies of nations which led to different gains and losses of rapid 

goods integration, financial and services sector loss nationwide. It does not 

help nations which macroeconomics policies are weak in terms of exchange 

rate and financial stability. 

 

Foreign Direct Investment (FDI) 

Aswathappa (2015) noted that foreign investment is a way of bridging the gap 

between supply of savings of domestically, foreign exchange, human capital, 

government revenue and resources to achieve development and growth 

targets. This means if savings generated domestically are inadequate to bring 

investment, it is expected that foreign capital will be needed to bridge the gap 

between desired investment or targeted and locally savings. 

According to Santander Trade (2020) Nigeria has benefited from bilateral 

investment agreement with different countries such as, Germany, Italy, North 

Korea, Netherland, Montenegro, Jamaica, Spain, South Korea, South Africa, 

Serbia, Romania, United Kingdom, Uganda, Turkey, Taiwan, Switzerland and 

Sweden. Government has come up with many programmes for boosting FDI, 

such as agriculture, gas, oil extraction, mining, exploitation and also the export 

section. Incentives on tax are given to new industries for development of 

workforce. 

Girman, Greenway and Wakelin (2001) assert that transfer of technology is 

facilitated through foreign direct investment, a system that allow to host 

economy unaffiliated firms which lead to gains of efficiency and productivity 

of local firm. Dutse (2008) noted that in Nigeria, foreign direct investment 

create both efficiency, technological and productivity spillover by foreign 

companies on local firms subdued by medium and small scale business. 

 

Foreign Trade 

Trade has potential gains for all countries. However, some nations may lose 

from freer trade, suffer from a ruinous competition of a rival who works under 

strong technology and conditions of globalization, overcoming the challenges 

of production and flooding the international market with products at an 

increasingly low price (Case, Fair and Oster, 2009). 

Dorubush and Fischer (1994) defined foreign trade as an international 

transactions and payments between countries through export and import in 

which a national currency can be exchanged for another in an international 
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market. Lipsey and Chrystal (2004) assert that it is a purchases and sales of 

services and goods take place across international boundaries with the 

purpose of achieving standard of living and  economic growth. In the words of 

Blanchard (2009) increase in competition has been a major implication of 

foreign trade which constitute a serious challenge to development countries, 

if its foreign trade is not tackle properly may result to devastating 

consequences on the economy. Its trade system will suffer if its major produce 

apart from oil, which are agriculture continue to face different types of 

manipulations by industrialized countries of the world. Similarly Iyoha 

(2003) noted that this problem arises from extreme volatility in prices of 

primary commodity, high reliance on exportation of limited range of primary 

commodities, high import reliance on consumer goods, over dependence on 

oil trade, declining terms of trade, low share and falling export revenue and 

dismal (marketing skills). 

 

Export and Balance of Trade 

About-Strait (2005) observed that export is important for development of 

economy; it augment revenue and lead to in economic development; it is 

important for economic development and growth. Adenugba and Dipo (2013) 

pointed out that exportation helps attain a favourable balance of trade and 

balance of payment position for the exporting country provided its exports 

reasonably exceed its imports. Nigeria level of investment is low, foreign 

capital is needed to accelerate the creeping rate of economic growth.  

 

The Theory 

Internationalization Theory (IT) 

Buckley and Casson (1976) explain that the theory give details on the factors 

which propel organization to extend their operated further away from their 

environment and make decision on the mode of entry. The 

internationalization theory explain the relative benefits and cost of serving 

foreign country market internally through multinational corporation than 

making it externally. That the decision of an organization to enter foreign 

market or create an internal market depend on the presence of conditions like 

transaction cost. The internationalization theory is base on the idea that an 

organization will choose the option of creating its internal market if the cost 

of business transaction is lower and it will like to go into a foreign market 
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when it has a great competitive advantage over indigenous companies and 

could protect some unique specific advantages. 

 

Research Methodology 

The study adopts quantitative research methodology and source secondary 

data from CBN statistical bulletin between 2002 – 2018.  

 

Model Specification 

Empirical model used to incorporate the relationship are: foreign direct 

investment inflow, foreign direct investment outflow, total import, balance of 

trade, total trade, total export all proxy as globalization and economic growth 

proxy as Gross Domestic Product. The functional model is stated as follows: 

GDP = f(FDII, FDIO, IMP, BOT, TT, EXP) 

Where   GDP = Gross Domestic Product 

  FDII = Foreign Direct Investment inflow 

  FDIO = Foreign Direct Investment outflow 

  IMP = Total Import 

  BOT = Balance of Trade 

  TT = Total Trade 

  EXP = Total Export  

 

In econometric form the model is specified as: 

GDP = β0 + β1FDII + β2FDIO + β3IMP + β4BOT + β5TT + β6EXP + µt 

β0  = Intercept of the model  

β1 - β6 = Indicates coefficients of the variables 

µt = Represents disturbance or error term 

 

Data Analysis and Presentation of Results 

Descriptive Analysis 
Year Foreign Direct 

Investment 

(Inflow)  

Foreign Direct 

Investment 

(Outflow)  

Total Trade  Total Import  Total Export  Balance of 

Trade  

Gross 

Domestic 

Product at 

Current Basic 

Prices  

2002 8988.50 438114.90 3256.87 1512.70 1744.18 231.48 11332.25 

2003 13531.20 429230.00 5168.12 2080.24 3087.89 1007.65 13301.56 

2004 20064.40 456970.00 6589.83 1987.05 4602.78 2615.74 17321.30 

2005 26083.70 468980.00 10047.39 2800.86 7246.53 4445.68 22269.98 

2006 41734.00 497246.00 10433.20 3108.52 7324.68 4216.16 28662.47 
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2007 54252.20 501571.60 12221.71 3911.95 8309.76 4397.81 32995.38 

2008 37977.70 522928.80 15980.87 5593.18 10387.69 4794.51 39157.88 

2009 56297.30 560835.30 14086.98 5480.66 8606.32 3125.66 44285.56 

2010 65130.40 669935.60 20175.45 8163.97 12011.48 3847.50 54612.26 

2011 72428.40 684211.90 26232.53 10995.86 15236.67 4240.80 62980.40 

2012 80822.50 697831.10 24905.88 9766.56 15139.33 5372.77 71713.94 

2013 90526.80 7109864.00 24701.44 9439.42 15262.01 5822.59 80092.56 

2014 93411.30 7927512.00 23499.27 10538.78 12960.49 2421.71 89043.62 

2015 94218.40 7983623.00 19921.23 11076.07 8845.16 -2230.91 94144.96 

2016 96255.30 8012863.00 18315.98 9480.37 8835.61 -644.75 101489.49 

2017 98292.20 8042103.00 24792.99 10804.85 13988.14 3183.30 113711.63 

2018 99065.90 8071343.00 32725.15 13445.11 19280.04 5834.93 127762.55 

Source: CBN Statistical Bulletin, 2019 

 

Unit Root Test 

Augmented Dickey-Fuller Unit Root Test Results 

Variable ADF 

Lags 

ADF test statistics  with 

constant but no linear trend  

Critical Value for 

ADF at 95% 

Order of 

Integration 

D(FDI INFLOW) 1 -3.360079 -3.1003 1 

D(FDI OUTFLOW) 2 -3.731320 -3.1003 1 

D (GDP) 2 -2.267755 -3.1222 1 

D(TOTAL 
IMPORT) 

1 -4.042640 -3.1003 1 

D(TOTAL TRADE) 2 -3.466977 -3.1222 1 

D(BALANCE OF 
TRADE) 

1 -3.648835 -3.1003 1 

D(TOTAL 
EXPORT) 

2 -3.037178 -3.1222 1 

 

The results in above Table show that Foreign Direct Investment Inflow, 

Foreign Direct Investment Outflow, Total Import, Total Trade and Balance of 

Trade are stationary at their first and second differences while Gross 

Domestic Product and Total Export are non-stationary at second difference. 

The ADF test statistics of each is less than the absolute value that is; the 95 

percent critical value. Thus, Foreign Direct Investment Inflow, Foreign Direct 

Investment Outflow, Total Import, Total Trade and Balance of Trade affects 

the determinants of Gross Domestic Product in Nigeria. For the variables to be 

stationary, it is expected that the t-adf is greater than the chosen critical 

values. As it is shown in the table above, Foreign Direct Investment Inflow, 

Foreign Direct Investment Outflow, Total Import, Total Trade and Balance of 

Trade are stationary at 1st and 2nd different level of differencing. However, the 
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levels of the differencing show that Gross Domestic Product and Total Export 

are non-stationary after second differencing.  

 

Correlation Test 

Correlations 
  Foreign 

Direct 

Investment 

(Inflow) 

Foreign 

Direct 

Investment 

(Outflow) 

Total 

Trade  

Total 

Import 

Total 

Export 

Balance 

of Trade 

Gross 

Domestic 

Product 

Foreign Direct 

Investment 

(Inflow) 

Pearson 

Correlation 

1 .811** .898** .944** .808** .059 .953** 

Sig. (2-tailed)  .000 .000 .000 .000 .823 .000 

N 17 17 17 17 17 17 17 

Foreign Direct 

Investment 

(Outflow) 

Pearson 

Correlation 

.811** 1 .624** .740** .493* -.244 .880** 

Sig. (2-tailed) .000  .007 .001 .044 .345 .000 

N 17 17 17 17 17 17 17 

Total Trade  Pearson 

Correlation 

.898** .624** 1 .962** .974** .370 .884** 

Sig. (2-tailed) .000 .007  .000 .000 .144 .000 

N 17 17 17 17 17 17 17 

Total Import Pearson 

Correlation 

.944** .740** .962** 1 .876** .103 .943** 

Sig. (2-tailed) .000 .001 .000  .000 .695 .000 

N 17 17 17 17 17 17 17 

Total Export Pearson 

Correlation 

.808** .493* .974** .876** 1 .569* .785** 

Sig. (2-tailed) .000 .044 .000 .000  .017 .000 

N 17 17 17 17 17 17 17 

Balance of Trade Pearson 

Correlation 

.059 -.244 .370 .103 .569* 1 .011 

Sig. (2-tailed) .823 .345 .144 .695 .017  .967 

N 17 17 17 17 17 17 17 

Gross Domestic 

Product 

Pearson 

Correlation 

.953** .880** .884** .943** .785** .011 1 

Sig. (2-tailed) .000 .000 .000 .000 .000 .967  

N 17 17 17 17 17 17 17 

 

As shown in the result above, Gross Domestic Product is significantly and 

positively related to FDI Inflow (0.953), Foreign Direct Investment outflow 

(0.880), Total Trade (0.884), Total Import (0.943) and Total Export (0.785). 
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Balance of Trade (0.011) is insignificantly related to Gross Domestic Product 

in Nigeria at P˂0.05. 

 

Regression Analysis 

Coefficientsa 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

B Std. Error Beta 

1 (Constant) -598.983 4929.673  -.122 .905 

Foreign Direct 

Investment (Inflow) 

.225 .211 .195 1.066 .307 

Foreign Direct 

Investment (Outflow) 

.004 .001 .386 3.793 .003 

Total Import 4.414 1.482 .469 2.979 .012 

Balance of Trade .728 .959 .045 .759 .462 

 Total Trade  10.348 1.675 2.355 6.179 .000 

 Total Export -11.740 2.964 -1.510 -3.962 .001 

a. Dependent Variable: Gross Domestic Product    

 

Regression equation results: 

GDP = -598.983 + 0.225FDII + 0.004FDIO + 4.414IMP + 0.728BOT + 10.35TT – 11.74EXP   

(-0.122)      (1.066)           (3.793)           (2.979)          (0.759)           (6.179)      (-3.962)                 

         

  * The parenthesized figures below the coefficients are the t-values. 

Model Summaryb 

Model R R Square Adjusted R 
Square 

Std. Error of 
the Estimate 

Durbin-
Watson 

1 .984a .968 .958 7631.60149 1.072 
 
a. Predictors: (Constant), Balance of Trade, Foreign Direct Investment 
(Inflow), Foreign Direct Investment (Outflow), Total Import, Total Trade, 
Total Export 
b. Dependent Variable: Gross Domestic Product  

 

Multiple R: 0.984 

R-Square: 0.968 

Adjusted R-square: 0.958 
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Standard Error: 7631.60149 

F- Statistics: 91.262 

Durbin Watson: 1.072 

Foreign Direct Investment Inflow is found to be positive at a t– ratio of 1.066 

and it has a positive impact on Gross Domestic Product, having the value of its 

coefficient as 0.225. The sign indicate that coefficient of Foreign Direct 

Investment Inflow is positively related to Gross Domestic Product.  

Foreign Direct Investment Outflow is found to be positive and significant at a 

t– ratio of 3.793 and it has a positive impact on Gross Domestic Product, 

having the value of its coefficient as 0.04. The sign indicate that Foreign Direct 

Investment Outflow is positively related to Gross Domestic Product. 

Total Import is found to be positive and significant at a t– ratio of 2.979. It has 

a positive impact on Gross Domestic Product, having the value of its coefficient 

as 4.414. The sign indicate that Total Import is positively related to Gross 

Domestic Product. 

Balance of Trade is found to be positive and insignificant at a t– ratio of 0.759 

and it has a positive impact on Gross Domestic Product, having the value of its 

coefficient as 0.728. The sign indicate that Balance of Trade is positively 

related to Gross Domestic Product. 

Total Trade is found to be positive and significant at a t– ratio of 6.179 and it 

has a positive impact on Gross Domestic Product, having the value of its 

coefficient as 10.348. The sign indicate that coefficient of Total Trade is 

positively related to Gross Domestic Product.  

Total Export is found to be negative and insignificant at a t– ratio of -3.962. It 

has a negative impact on Gross Domestic Product, having the value of its 

coefficient as -11.740. The sign indicate that Total Export is negatively related 

to Gross Domestic Product. 

 

Coefficient of determination (R2) 

The R-Square is 0.968, which suggests a strong positive relationship between 

the dependent variable that is: Gross Domestic Product and the independent 

variables: Foreign Direct Investment (Inflow), Foreign Direct Investment 

(Outflow), Total Trade, Total Import, Total Export, Balance of Trade and Gross 

Domestic Product at Current Basic Prices. The adjusted R2 of 0.958 suggests 

that 96% of the total change in Gross Domestic Product can be attributed to 

the Independent variables. 
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ANOVAb 
Model Sum of Squares df Mean Square F Sig. 
1 Regression 2.126E10 4 5.315E9 91.262 .000a 

Residual 6.989E8 12 5.824E7   
Total 2.196E10 16    

a. Predictors: (Constant), Balance of Trade, Foreign Direct Investment (Inflow), 
Foreign Direct Investment (Outflow), Total Import, Total Trade, Total Export 

b. Dependent Variable: Gross Domestic Product 
 
F-Test 
If F*>F, we reject the null hypothesis and if otherwise, we accept the null 
hypothesis. Given the results on the ANOVA table, the observed F* = 91.262 
At 5% level of significance, our theoretical F, given our level of significance 
and degree of freedom is F0.05 = 91.262 comparing these values  
F* > F0.05 

i.e. 91.262 > 3.23 
The conclusion from such result is that we reject our null hypothesis that all 
bi are zero and accept our alternative hypothesis that all bi different from 
zero.  
 
Conclusion 
Nations with weak macroeconomics policies in terms of financial stability or 
exchange rate may not know the benefits that goes with globalization. This 
study conclude that globalization exposes nations to opportunities because 
the analysis has proved  that savings  generated domestically  are inadequate 
to bring investment, trade has potential gains, exportation augment revenue 
and lead to economic development. 
 
Recommendations 
Nigeria government should provide dependable, transparent and open 
conditions for different types of firms whether domestic or foreign to ease the 
way of doing business and reduce restrictions on foreign direct investment 
whether inflow or outflow. Import will make Nigeria depend on other 
countries’ political and economic power. If it imports commodities such as oil 
and industrial materials. It is dangerous to rely on foreign materials to keep 
the population fed. Government ban on importation of food items is a 
welcome development. Nigeria should work toward seeing that it exports are 
more than it value of import so as to achieve a favourable balance of trade. 
Export should be encourage so as to help domestic companies learn how to 
produce a variety of globally demanded product or services, gain competitive 
advantage and boost the economic output. 
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