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Abstract 
The level of marginalization is noted in the distribution index between 

developed and undeveloped nation. This margin is a clear indication why 

some countries are richer than others. In other to address these problems, 

research purpose is formulated which aims to analyze the of effect global 

market space on Nigerian economic. Quantitative research methodology 

was used. Data source from CBN statistical bulletin for 2002 – 2018 was 

used for the analysis. Using unit root test, it shows that foreign direct 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. The results of regression analysis when economic 

developmentproxy as Gross Domestic Product (Dependent Variable) and 

foreign direct investment inflow, 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 Domestic Product except total export which was found to be 

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

study recommended that the government should implement strong 

macroeconomic and structural policies required to gain confidence of 

foreign investors so as to boost the country’s productivity, growth and 

competitiveness. 
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Introduction 
Study Background  

The effect of globalization has 

resulted to wide gap between rich 

countries and poor countries and this 

is evidence of a fast growing gap 

between the two economies. The 

distribution of its gains and losses are 

controlled by the developed nations 

over developing nations. According to 

United Nations Development Program 

(UNDP, 1992) publication, comparing 

the two economies, there is a 

difference of 81.3% showing a level of 

marginalization in the distribution 

index between developed and 

undeveloped nation. This margin is a 

clear indication why some countries 

are richer than others. Khor (1995) 

argue that globalization favors one 

side of the world called ‘stronger 

countries’ more than the other side of 

the world called ‘weaker countries’. 

Ogboru (2004) concludes that 

globalization results to uneven 

distribution of benefits and losses on 

economic growth of emerging 

economies and the Nigeria’s situation 

is not quite different. As a result of 

this, it favors developed countries 

more than developing countries 

because of their weaker 

macroeconomic and structural 

policies adopted.  

Apart from its polarization effect, it 

also influences economic growth and 

expansion in some developing 

countries like Nigeria due to her poor 

social infrastructure and domestic 

economic capacity; thereby resulting 

to low commodity prices and dept. as 

well as preventing the country from 

benefiting from export opportunities 

as pointed by (Obadan, 2001 & 

Ogboru, 2004). Several researches 

have been identified in this area of 

study. However, very little or no 

research has been identified on: 

“Analysis of Global Market Space for 

Nigeria Economic Development” 

from (2002-2018). The above gap 

demarcates this research from 

previous studies thus leading to main 

study objective, which investigates 

global market space. To explore this 

study further, the relevant question 

that calls to mind is what impact does 

global market space play on Nigerian 

economic development? In other 

words, this study links globalization 

and gross domestic product (GDP) (as 
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evidenced to have any relationship on Nigeria economy between the periods of 

2002-2018). 

 

Literature Review 

Globalization 

Loto (2011) stress that globalization opens and stabilizes the economy through 

export strategy. Structural adjustment program (SAP) is one of the measures 

adopted as liberation strategy for any economy to be open and also penetrate 

international market. However, globalization has negative effect. One of these 

effects of globalization is that it does not improve global welfare as noted by 

(Obaseki & Ojo, 1998). Ogboru (2004) admits that globalization tends to favor 

countries that have adopted strong macroeconomic and sectoral policies. The 

same author referred to this situation of unequal distribution of benefits and 

losses between two economies of strong and weak nations as “marriage of 

unequal”. In view of this, Obaseki and Ojo (1998) note that developed nations 

(such as; Europe, Japan, North America and others) are favored while 

developing countries such as (Nigeria, Ghana, Cameroon and others) are not 

favored. Schneider and Enste (2002) observe that many other countries suffer 

because their economic regimes were not properly managed, and this weakness 

unsavory reduces their global competitive edge. The authors stress that, 

international flow of capital, technological improvement in information and 

communication and liberalization of financial markets are strategies to get rid 

of market forces.  

 

Global Market Space and Economic Development  

Recent report by OECD (2005) states that globalization is a multidimensional 

and procedure of integrating economies whereby resources change to more 

internationally and mobile also national economies turn to increasingly 

interdependent. 

Globalization is defined as the process of the integration of economic, political, 

social and cultural relations across international boundaries; aimed at “making 

global being present worldwide at the world stage or global arena” (Akindele, 

Gidado, & Olaopo, 2002). They also assert that, the process of globalization is 

driven by the following; increasing international division of labor: the global 

distribution of economic and political power; global finance in the operation of 

national states; the decline of the Keynesian welfare state; and the established 



54  africanscholarpublications@gmail.com                                                                               

 2020 

 

social contact between labor and government. With respect to this, Hills (2009) 

stress that, most transnational corporation’s focus on cost reduction to leverage 

subsidiary skills (that is, transfer core competence and skills within the 

company and pay outside attention to pressures from local responsiveness and 

cost. 

According to (UNCTAD, 2002) report, globalization is driven by the following; 

technological changes, improved transportation and competition. Improvement 

in information technology and communication (ICT) promotes trade and 

reduces risk of doing business between nations. On the other hand, improved 

transportation such as containerization (both in-land and sea-based) also 

reduces lead time (that is, transit time) by approximately 67%. Competition also 

allows firms to compete favorably by increasing efficiency and cost reduction. 

Most government policies have removed barriers to trade and control 

international mobility of capital and services, thus creating market equilibrium 

in a closed economy. 

 

Mundel-Fleming Model of Open Economy 

Mundel-Fleming model of open economy is based on the notion of one price. 

Obaseki and Ojo (1998) note that the more an economy is open, the higher the 

rate of economic growth. The authors highlight that an economy is liberalized 

and fully opened when it contains the following factors; the competitiveness of 

the external sector, the level of the exchange rate, domestic gross capital 

formation, among other things. Mundel-Fleming model of open economy is 

derived from growth rate of GDP. It is mathematically stated as follows: 

 

Y = f (t/y, r, mg, f/y, In) ………….equation (1)  

t/y > 0, r > 0, m > 0, f/y <, In < 0 

Where 

Y = GDP 

t/y = Total trade /GDP) 

r = Measure of real exchange rate 

mg = Measures of real growth rate of money supply 

f/y = Ratio of fiscal deficit /surplus over GDP  

In = Inflation 
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Obaseki and Ojo (1998) further conclude that a positive sign is expected to show 

in an index for openness variable and real exchange rate; while a negative sign 

is also expected for money supply variable, ratio of fiscal deficit /surplus over 

GDP and inflation. The outcomes are based on a priori expectation. 

 

Model of Closed Economy 

Study of Obaseki and Ojo (1998) point that closed economy is one whose state 

of equilibrium is attained. The authors further stress that in such an economy 

the aggregate demand (Ad) must be equal to aggregate supply (As). Aggregate 

demand comprises of government fiscal operations such as, expenditure, 

marginal productivity of capital, income, consumption, capital stock, interest 

rates and among others. The authors also note that, aggregate demand or supply 

has relationship with adsorption which is represented mathematically as: 

Ad = As 

Ad = A……………….. equation (2) 

Ad = aggregate demand; As = aggregate supply; A = adsorption 

 

According to Obaseki and Ojo (1998), equation (2), indicate that aggregate 

demand grows through absorption, and by implication it constitutes a major 

problem to that economy thus limiting the extent of its economic growth. In the 

case of open economy, additional savings from other countries is used for 

investment purposes in that economy. The authors also point that, in an open 

economy, import from other countries helps in the production purposes. Apart 

from that, resources can also be exported to other countries to earn foreign 

currencies necessary for economic growth. This is further explained in equation 

(3) as follows; where 

Ad = A = Cab…………….. equation (3)  

Where, Cab = Current account balance 

In view of this, Obaseki and Ojo (1998), further stress that aggregate demand is 

also a function of current account balance. Current account balance comprises 

of several factors such as; domestic absorption, foreign absorption and real 

exchange. In principle, aggregate demand represents a function of both 

domestic and foreign influences and factors. Based on this assumption, equation 

(4) is formulated. 

Y = A + Cab + Tr_ft………… equation (4) 

Where, Y = Aggregate growth rate of output or GDP  
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Tr = Transfers 

Nft = Net Foreign Indebtedness 

 

Research Methodology 

Study adopts quantitative research methodology using Augmented Dickey-

Fuller (ADF) unit- root test, to test for stationarity of the variables. Secondary 

data were also used for the purpose of data analysis and is sourced quantitatively 

from CBN Statistical Bulletin, 2019. 

 

Model Specification 

In order to capture the precise relationship between global market space and 

economic development, the study adopts an empirical model that incorporates 

the effects of import, export, total trade, foreign direct investment inflows and 

balance of trade on the Gross Domestic Product of Nigeria between 2002-2018. 

GDP was also used as a parameter for measuring economic development. Based 

on the specification above, a functional model was stated as follows:  

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

Where  GDP = Gross Domestic Product (dependent variable economic development) 

 FDII = Foreign Direct Investment inflow 

 IMP = Total Import       Predictor variables global market  

 BOT = Balance of Trade          space (globalization) 

 TT = Total Trade 

 EXP = Total Export  

 

In econometric form the model is specified as: 

GDP = β0 + β1FDII + β2IMP + β3BOT + β4TT + β5EXP + µt 

β0  = Intercept of the model  

β1 – β5 = Indicates coefficients of the variables 

µt = Represents disturbance or error term 

 

Unit Root Test 

In this section, study adopted the testing procedure for the ADF test to the 

equation below; 

∆yt = ε+γt+ γyt-1 +δ1∆yt-1 + ... δ ρ-1∆yt-ρ+1 + εt 
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Where ε is a constant, y is the coefficient of time trend and p is the lag order of 

the autoregressive process. Using the constraints where, ε = 0 and γ = 0 

corresponds to modeling a random walk and using the constraint where, γ = 0 

corresponds to modeling a random walk with a drift. 

By including lags of the order ρ, the ADF (Augmented Dickey-Fuller) 

formulation allows for higher- order autoregressive processes. This means that 

the lag length p is determined when applying the test. One possible approach is 

to test down from high orders and examine the t-values on coefficients. 

Secondly, another alternative is to examine information criteria such as the 

Akaike information criterion, Bayesian information criterion or the Hanna-

Quinn information criterion. 

Sequel to this, the unit root test is carried out under the null hypothesis, at y = 0 

against the alternative hypothesis of γ > 0. Once the value for the test statistic, 

for DFT = γ /SE (γ) is computed, it is compared to the relevant critical value for 

the Dickey—Fuller Test. If the test statistic is less (that is, if the test is non 

symmetrical it means that, it is not consider an absolute value) than the critical 

value (larger negative) then the null hypothesis of γ = 0 is rejected, which 

implies that no unit root is present. 

 

Data Presentation  

This section presents the data collected and interprets the results obtained from 

quantitative research. Independent variables  such as import, export, total trade, 

foreign direct investment (inflow), balance of trace and dependent variable 

(Gross Domestic Product, GDP) was presented against time period of 2002-

2018. The table is shown below. 

Data on global market space variables (import, export, total trade, foreign direct 

investment inflows and balance of trade) and Economic Development (Gross 

Domestic Product) against time periods. 

Year Foreign Direct 

Investment 

(Inflow)  

Total Trade  Total Import  Total Export  Balance of 

Trade  

Gross Domestic 

Product at 

Current Basic 

Prices  

2002 8988.50 3256.87 1512.70 1744.18 231.48 11332.25 

2003 13531.20 5168.12 2080.24 3087.89 1007.65 13301.56 

2004 20064.40 6589.83 1987.05 4602.78 2615.74 17321.30 

2005 26083.70 10047.39 2800.86 7246.53 4445.68 22269.98 
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2006 41734.00 10433.20 3108.52 7324.68 4216.16 28662.47 

2007 54252.20 12221.71 3911.95 8309.76 4397.81 32995.38 

2008 37977.70 15980.87 5593.18 10387.69 4794.51 39157.88 

2009 56297.30 14086.98 5480.66 8606.32 3125.66 44285.56 

2010 65130.40 20175.45 8163.97 12011.48 3847.50 54612.26 

2011 72428.40 26232.53 10995.86 15236.67 4240.80 62980.40 

2012 80822.50 24905.88 9766.56 15139.33 5372.77 71713.94 

2013 90526.80 24701.44 9439.42 15262.01 5822.59 80092.56 

2014 93411.30 23499.27 10538.78 12960.49 2421.71 89043.62 

2015 94218.40 19921.23 11076.07 8845.16 -2230.91 94144.96 

2016 96255.30 18315.98 9480.37 8835.61 -644.75 101489.49 

2017 98292.20 24792.99 10804.85 13988.14 3183.30 113711.63 

2018 99065.90 32725.15 13445.11 19280.04 5834.93 127762.55 

Source: CBN Statistical Bulletin, 2019 

 

Empirical Findings 

Prior to estimation of the development model, standard economic tests like 

staionarity test was conducted in order to avoid the generation of spurious 

regression results. Empirical findings is discussed in the following sub-section; 

result of stationarity unit-root test, regression result, and test of hypothesis. The 

result of stationarity (unit-root) test is shown in the table below. 

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 (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, 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, Total Import, Total Trade and Balance of Trade affects the determinants 
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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, Total Import, Total Trade 

and Balance of Trade are stationary at 1st and 2nd different level of differencing. 

However, the levels of the differencing show that Gross Domestic Product and 

Total Export are non-stationary after second differencing.  

 

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 

      

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 + 4.414IMP + 0.728BOT + 10.35TT – 11.74EXP   

(-0.122)      (1.066)          (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), Total Import, Total Trade, Total Export 

b. Dependent Variable: Gross Domestic Product 

Multiple R: 0.984 



60  africanscholarpublications@gmail.com                                                                               

 2020 

 

R-Square: 0.968 

Adjusted R-square: 0.958 

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.  

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), 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. 

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   
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Total 2.196E10 16    

a. Predictors: (Constant), Balance of Trade, Foreign Direct Investment 

(Inflow), 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 and Recommendations 

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. 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 inflow. Government should implement strong 

macroeconomic and structural policies required to gain confidence of foreign 

investors so as to boost country’s productivity, growth and competitiveness. 
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