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Abstract 

This paper examined the impact of trade openness on economic growth in Nigeria between 1986-2017. This period 

is considered relevant because it was the period of structural adjustment programme (SAP) in Nigeria which was 

aimed at restructuring and diversifying economy base of Nigeria from oil to other sectors of Nigeria via trade 

openness and foreign direct investment (FDI). A model was formulated to give empirical content to the stated 

objectives which was analyzed via granger causality and the Vector Error Correction (VEC) Mechanism. The 

result of the empirical analysis revealed that all the variables are correctly signed except for TOP that is 

negatively signed and also not statistically significant which signifies that its present state is detrimental to growth 

in the Nigerian economy. The index of trade openness in the past six years averaged 0.4 is weak which also shows 

that the volume of trade in Nigeria is low, Our model from the granger causality result shows that trade openness 

does not have any causal impact on economic growth in Nigeria. There is also a unidirectional relationship 

between imports and the degree of trade openness.  This paper concluded that trade openness has not impacted 

significantly on economic growth in Nigeria within the study period. The country has benefitted from trade 

openness, but its impact is not significant. The reason for this lie in the volatility of the naira and low exchange 

rate which makes the value of our products cheap in the international market leading to unfavourable balance of 

payments as a result of relatively more expensive imports. Over dependence on crude oil for foreign exchange 

earnings and consequent neglect of other viable sectors which accounts more to GDP also contributes to this 

non-significance The paper recommended amongst others that; first, The Nigerian government should encourage 

domestic production especially in manufacturing and agriculture sectors by granting subsidies and tax 

concessions to industries and farmers producing those commodities which are being imported – so they can 

expand their production capacity to meet increasing demand in the economy. The government should improve on 

the existing infrastructure in agriculture and industry thereby enhancing productivity changes in the commodities 

thereof and thereby boost trade. 

 

Keywords: Trade Openness, Real Gross Domestic Growth, Import, Export, Exchange Rate 
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Introduction 

It is widely accepted that open economies grow 

faster compared to closed ones. The globalization 

movement, which accelerated especially in the 

1980s, enforced this situation to come into view 

more clearly. Since Nigeria emerge as an 

independent nation, Nigeria has evolved two 

macroeconomic management regimes of 

interventional and market friendly style. The 

macroeconomic model that relied on inward 

orientation and import substitution strategy of urban 

industrial development (a more controlled and less 

open economic arrangement) was adopted in 

Nigeria at post-independence but prior to 1986 

(before the introduction of the structural adjustment 

programme). Since the introduction of SAP, 

available data has shown that Nigeria economy been 

relatively open as a result of the policy measures 
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applied (Obaseki and Ojo, 2005). The oil export 

performance of Nigeria lacked vitality unlike some 

other oil producing countries such as Libya, Ghana 

which have been able to diversify their economies to 

other sectors. This dominance of oil exports has 

made Nigeria highly dependent on developments in 

the world oil market and prevented it from taking 

advantage of dynamic opportunities in other sectors. 

Past attempts to foster non-fuel merchandise exports 

through export subsidies and other incentive 

measures have had very limited success, as many of 

the programs have been undermined by fraud and 

corruption (Peter and Olivier, 2006). 

 

Given that Nigeria is primarily dependent on oil, 

with all other exportable products seemingly held 

constant and the exorbitant rate of importation, does 

the perceived positive and significant influence of 

trade openness and economic growth hold waters? It 

is on this premise that the study of the impact of 

trade openness on economic growth is considered 

imperative in Nigeria and to determine the direction 

of the relationships amongst the variables which is 

the broad objective of this paper. The rest of the 

paper is organized into section 2, literature review, 

Section 3, is the methodology adopted, section 4, is 

the results and discussion while section 5, is the 

conclusion and recommendations  

 

Literature Review 

Concept of Trade Openness 

Karen (2015) refers to trade openness as the outward 

or inward orientation of a given country's economy. 

Outward orientation refers to economies that take 

significant advantage of the opportunities to trade 

with other countries. Inward orientation refers to 

economies that overlook taking or are unable to take 

advantage of the opportunities to trade with other 

countries. Some of the trade policy decisions made 

by countries that empower outward or inward 

orientation are trade barriers, import-export, 

infrastructure, technologies, scale economies and 

market competitiveness. 

 

Krueger (2008) argued that trade liberalization can 

be attained by implementing policies that lower the 

biases against the exports sector, for instance 

subsidizing exports or encouraging exports 

schemes, while on the other hand, Harrison (2006), 

defined trade openness as being synonymous with 

the idea of neutrality, the difference between earning 

a unit of foreign exchange by exporting and saving 

a unit of foreign exchange through import 

substitution. 

 

Ukwueze (2009) defined trade openness as to 

include import, export taxes, exchange-rate policies, 

and domestic taxes and subsides, competition and 

other regulatory policies, education policies, the 

nature of the legal system, the form of government, 

and the general nature of institution and culture. 

Trade openness measures the international 

competitiveness of a country in the global market to 

measure trade openness; we use the addition of 

imports and exports over GDP. Increased openness 

facilitates greater integration into global markets.  

 

Chukka (2006) draw a clear meaning to trade 

openness and trade liberalization He stated that these 

two concepts are used synonymous with each other. 

He referred to trade liberalization as includes policy 

measures to increase trade openness whereas trade 

openness is defined as a measure of economic 

policies that either restrict or invite trade between 

countries. Thus, trade openness becomes the 

explanatory variable while economic growth is the 

dependent variable. In recent times, trade openness 

has become identical to the idea of free trade which 

refers to a system where all trade distortions are 

eradicated. Trade openness can be synonymous with 

the idea of neutrality; the indifference between 

earning of units of foreign exchange by exporting 

and saving a unit of foreign exchange through 

import substitution.  

 

Concept of Economic Growth 

Economic growth has been identified as one of the 

key macroeconomic goals of the society and the 

issue of growth did not assume prominence until the 

mid thirties. In view of that, several authors have 

given different definitions to explain the concept and 

among these authors are: 

  

Barro (2000) defined economic growth as an 

expansion of the various systems such as education, 

agriculture etc without a change in structure. The 

essential ingredient of Barro’s definition is that, for 

economic growth to occur, the various institutions or 

systems in an economy must witness expansion even 

though their structure remains unchanged. 

 

Essien (2003), defined economic growth as to means 

more output without a change in technical and 

institutional arrangement. This implies that Essian 

threads the path of Barro, since expansion of various 

systems is expected to bring more output. To Essian, 

the structure may change but the technical and 

institutional arrangement remains the same. 

 

Peterson & Estenson (2002) on their own viewed 

economic growth as the expansion of a nation’s 

capability to produce goods and service its people 

want. Since the productive capability of an economy 

depends basically on the quantity and the equality of 

its resources as well as on its level of technical 

attainment. To them, economic growth involved the 

process of expanding and improving these 

determinants of productive capacity and it is a mere 

expansion of a nation’s ability to increase 

production of goods and services needed by citizens. 

http://www.resec.ethz.ch/
http://www.resec.ethz.ch/
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Anyanwu (2006), referred to economic growth as 

the increase overtime of an economy’s  capacity to 

produce those goods and services needed to improve 

the well being of the citizen in numbers and 

diversity. In his explanation, he stated that it is 

imperative to examine the behavior of the 

population overtime. This because economic growth 

becomes a meaningful concept if it leads to an 

improvement in well-being of the society overtime 

and this can happen only if the rate of population 

growth lag behind that of economic growth 

overtime.  

 

Empirical Review 

Adelowokan and Maku (2013) empirically 

examined the effect of trade and financial 

investment 

openness on economic growth in Nigeria between 

1960 and 2011. Findings from the reported dynamic 

regression model showed that trade openness and 

foreign investment exert both positive and negative 

effect on economic growth of the country 

respectively. In addition, the partial adjustment 

term, fiscal deficit, inflation and lending rate were 

found growth increasing. It was then proved that 

there is long-run relationship between trade 

openness, foreign investment, and economic growth 

in Nigeria. 

Ajayi and Atanda (2012) empirically examined the 

trade and capital flow channels of globalization on 

macroeconomic stability as proxy by real output 

growth rate in Nigeria between 1970 and 2009. They 

utilized an autoregressive model which indicated 

that the first lag of real output growth rate has a 

significant positive effect on real current growth 

rate, while the second autoregressive term is found 

to exert insignificant negative effect on current real 

output growth rate. Also, trade and capital flow 

dimensions were found to decline the 

macroeconomic stability level in Nigeria. In 

addition, the existence of cointegration was 

established amongst the series, while the short run 

analysis made use of the error correction mechanism 

model which indicated that for any disequilibrium in 

the stability level in the short-run, the error 

correction term adjusts 97.5% of this divergence to 

its long-run equilibrium. 

Akanni (2007) studied the relationship between 

exports and economic growth in Indonesia using 

vector autoregressive (VAR) model. The estimates 

show the importance of both exports and economic 

growth to the economy of Indonesia. It was therefore 

concluded that exports and economic growth 

exhibits two-way cause structure, which is Export 

Leads to Growth in the long-run and Growth Leads 

to Export in the short-run. 

 

Arodoye and Iyoha (2014) studied the nexus 

between international trade and economic growth in 

Nigeria making use of quarterly time-series data for 

the period 1981 to 2010. The results indicated that 

there is a stable, long- run relationship between 

international trade and economic growth and they 

concluded that trade policies which are in favour of 

export expansion should be encouraged because 

exports are a driver of economic growth. 

Furthermore, an exchange rate policy which is 

favourable to export expansion and consistent with 

Nigeria’s status as a small open economy should be 

encouraged. 

Edoumiekumo and Opukri (2013) conducted a 

research on the contributions of international trade 

(proxy with export and import values) to economic 

growth in Nigeria measured by real gross domestic 

product (RGDP). The Time-series data collected 

was for a period of 27years which was analyzed 

using Augmented Dickey-Fuller (ADF) test, 

Ordinary Least Square (OLS) statistical technique, 

Johansen co-integration test and Granger Causality 

test. The results showed that there is a positive 

relationship between the variables and also 

cointegration exists among the variables. In 

addition, The Granger Causality test realized a uni-

directional relationship showing that RGDP 

Granger cause export and also import Granger cause 

RGDP and export 

Emeka, Ikpesu and Peter (2012) investigated the 

Macroeconomic impact of trade on Nigeria 

economic growth over the periods of 1970 to 2008 

using a combination of bi-variate and multivariate 

models. The empirical examination points out that 

exports and Foreign Direct Investment inflows have 

positive and significant impact on economic growth 

in the Nigerian economy and that there should be a 

harmonization of export and fiscal policies, towards 

a greater shift of nonoil exports by the Nigerian 

government in order to achieve a desirable growth 

prospects of external trade. This result is in 

agreement with the work of Akanni, 2007 that, there 

is a positive significant relationship between oil 

rents, investment and economic growth in most rich 

oil developing countries in Africa 

Muhammad, Mohammad and Abdul (2012) 

examined the relationship between international 

trade, financial development and economic growth 

in Australia over the period of 1965-2010. Using the 

ARDL bounds testing approach, their empirical 

evidence confirmed the long run relationship among 

the variables. The results showed that international 

trade, financial development and capital are the 

drivers of economic growth both in short run and 

long run. The feedback effect exists between 

international trade and economic growth. The results 

reported that the variables are cointegrated for long 

run relationship. Therefore, exports, imports and 
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trade openness have a positive impact on economic 

growth in Australia. 

Omoju and Adesanya (2012) examined the impact 

of trade on economic growth in Nigeria using data 

from1980 to 2010. Making use of the Ordinary Least 

Square (OLS) technique, the study showed that 

trade, exchange rate, government expenditure and 

foreign direct investment have a positive and 

significant impact on economic growth in Nigeria 

Saibu (2012) studied the direct and interactive 

effects of capital inflow, trade openness and 

economic growth using data from Nigeria over the 

period 1960 to 2011. The study engaged composite 

indicators gotten from principal component analysis 

(PCA) in the Autoregressive Distributed Lag 

(ARDL) bound testing model. It found that the effect 

of capital inflow and trade on economic growth was 

statistically significant. The study also provided new 

facts in support of the modernization hypothesis that 

capital inflow and trade policy are dependent on 

each other and increasing growth in developing 

economies like Nigeria and that trade liberalization 

policies tend to enhance effectiveness of capital 

inflow and together they foster higher economic 

growth in Nigeria. The result is in agreement with 

the work of Nwosa (2012) who studied the relative 

contribution of trade liberalization on trade tax 

revenue in Nigeria and the result revealed that trade 

liberalization, labour force impacted positively on 

gross domestic product.  

Sarkar (2007) investigates the relationship between 

trade openness and economic growth. The cross-

country panel data analysis was a sample 51 

countries of the South during the years 1981 -2002 

and it was observed that for eleven rich and highly 

trade-dependent countries an increase in real growth 

is affiliated with an increase in trade share. Time 

series study of individual country experiences show 

that most of the countries covered in the sample 

including the East Asian countries observed no 

positive long-term relationship between trade 

openness and economic growth during 1961 -2002. 

He finds that the experience of various regions and 

groups shows that only the middle income group 

shows a positive long-term relationship  

 

 

Methodology  

The link as to whether increase in trade openness 

would lead o higher rate of economic growth is 

established in the works of David Riccardo. The 

model was propounded by David Ricardo in 1817 to 

explain why countries engage in international trade 

even when one country’s workers are more efficient 

at producing every single good than workers in other 

countries. Ricardo’s theory implies that comparative 

advantage rather than absolute advantage is 

responsible for much of international trade and the 

analysis was based Labor Theory of Value. In the 

Ricardian model, autarkic terms of trade are 

determined by the technological parameters. 

Demand is not the basis of international trade in the 

Ricardian model. However, as far as the 

determination of equilibrium composition of output 

is concerned, demand has a major role to play. The 

composition of output in autarkic equilibrium is 

determined by using both the relative demand and 

the relative supply. According to the Ricardian 

model of trade, the demand side conditions come in 

handy in determining the trade compositions and 

gains from trade, after trade opens up. Demand plays 

a crucial role in the determination of international 

terms of trade in the Ricardian model only after 

opening up of trade. Similarly, this paper adopted 

the above theory to hinge its analysis.  

The data required for this study were secondary data. 

The variables used in the estimated model are; Real 

Gross Domestic Product (RGDP), Trade Openness 

(TOP), Exports (EXP), Imports (IMP), and 

Exchange Rate (EXR) and Real GDP in Nigeria. 

The data were obtained from the publication of 

central Bank of Nigeria (CBN) statistical Bulletin, 

National Account and National Bureau of Statistics.  

The research method used by Mongoe and mongale 

(2014) was adopted since it examined the 

determinants of trade openness such as inflation 

rate, oil rent, investment, export and exchange rates 

using Ordinary Least Squares Regression. In line 

with their model, this paper adopted a similar 

approach by employing the techniques of 

Augmented Dickey-Fuller (ADF), Co integration 

test and Vector Error Correction (VEC) Methods to 

estimate the effect of trade openness on economic 

growth in Nigeria.  

The adopted model used for this work is modified by introducing imports, exports and trade openness as:  

RGDP = f(TOP, EXP, IMP, EXR).............................................................................................................(1) 

The explicit form of the model is stated as: 

 

𝑅𝐺𝐷𝑃 =  𝛼0 +  𝛼1 𝐸𝑋𝑃 + 𝛼2 𝐼𝑀𝑃 +  𝛼3 𝐸𝑋𝑅 + 𝛼4 𝑇𝑂𝑃 +  𝜇........................................................... (2) 

 

Where: RGDP=Real Gross Domestic Product, EXP= Exports, IMP = Import, EXR= Exchange Rate, TOP=Trade 

Openness, μ = error term. The log form of the equation is stated as: 

 

InRGDPt = αo +  α1InEXPt+ α2InIMPt+ α3InEXRt+ α4InTOPt+ μ............................................................ (3) 
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On Aprori ground, it is expected that: 𝛼1 > 𝑜; 𝛼2 > 𝑜; 𝛼3 > 𝑜; 𝛼4 > 𝑜  
 

Results and Discussion 

Unit Root Test 

The unit root is used to examine the stationarity of 

the data series and since the data is time series, the 

ADF test is employed. It is important because it 

enhances validity of results and is also a prerequisite 

to the regression analysis. The result of the 

stationarity test is presented below: 

 
Table 1: Stationarity Test 

Variable ADF Test 

Statistic 

1% Critical Value 5% Critical Value 10% Critical Value Prob. Order Of 

Integration 

RGDP -7.77 -3.72 -2.99 -2.63 0.0000 I(1) 
EXP -4.73 -3.71 -2.98 -2.63 0.0009 I(1) 

IMP -4.42 -3.75 -3.00 -2.64 0.0022 I(1) 

TOP -6.82 -3.71 -2.98 -2.63 0.0000 I(1) 
EXR -6.08 -3.71 -2.98 -2.63 0.0000 I(1) 

Source: Eviews8 Output, 2019.  

 

The result of the unit root test shows that all the 

variables are stationary which implies that RGDP, 

IMP, EXR, TOP and EXP are all stationary at 1st 

difference. The ADF test statistic is less than the 

critical values at all significant levels. This is further 

buttress by the low probability values 

 

VAR Lag Order Selection Criteria 

An optimal lag of 2 is chosen for the empirical 

model based on Schwarz Information Criterion, 

Akaike Information Criterion, Sequential Modified 

LR Test Statistic, Final Prediction Error and 

Hannan-Quinn Information Criterion. 

 
Table 2: Lag Order Selection Criteria 

       
       
 Lag LogL LR FPE AIC SC HQ 
       
       
0 -860.0028 NA   4.62e+21  64.07428  64.31425  64.14564 

1 -771.5328  137.6200  4.36e+19  59.37280  60.81262  59.80093 

2 -722.0547   58.64071*   8.80e+18*   57.55961*   60.19928*   58.34452* 
       
       
 * indicates lag order selected by the criterion    

 LR: sequential modified LR test statistic (each test at 5% level)   

 FPE: Final prediction error     

 AIC: Akaike information criterion     

 SC: Schwarz information criterion     

 HQ: Hannan-Quinn information criterion    

Source: Eviews8 Output, 2019.  

 

Johansen Co integration Test  

The Johansen cointegration measures the long run 

relationship between the variables and to determine 

if or not they are cointegrated. Johansen 

cointegration is analysed via the Trace statistic and 

Maximum Eigen value. The decision rule is that if 

either is greater than the 5% critical value, we reject 

the null hypothesis of no cointegration among the 

variables. Their respective results are displayed 

below. 

 
Table 3: Cointegration Test 

Null Hypothesis Trace Statistic 0.05 Critical Value Null Hypothesis Max-Eigen 

Statistic 

0.05 Critical Value 

r = 0* 111.10 69.82 r = 0* 51.85 33.87 

r ≤ 1* 59.25 47.86 r ≤ 1* 22.56 27.58 

r ≤ 2* 36.66 29.80 r ≤ 2* 19.10 21.13 
r ≤ 3* 17.56 15.49 r ≤ 3* 11.56 14.26 

r ≤ 4* 6.10 3.84 r ≤ 4* 6.10 3.84 

Source: Researcher’s Computation from Eviews8.  
Note: r represents number of cointegrating vectors. Trace and Max-Eigen  statistic indicates 5 cointegrating equations each. * denotes 

rejection of the hypothesis at the 0.05 level 

 

The Trace test and Max-Eigen value test indicates 5 

cointegrating equations each. The trace statistic and 

the Max-Eigen statistic are greater than their 

respective critical values for all the cointegrating 

equations. Thus, the null hypothesis of no 

cointegrating equation is rejected. This implies that 

even though the series of the variables are stationary 

at second difference, their linear combinations are 

cointegrated. This further means that there exists a 

long run relationship among the variables at 5% 

significance level. This implies that the application 
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of the VECM technique will yield plausible, 

informative and dependable results. 

 

 

Effect of Trade Openness on Economic Growth 

in Nigeria 

Since the stationarity test has purported the validity 

of our results giving rise to the use of the VECM, we 

proceed to analyse the effect of trade openness on 

economic growth in Nigeria. The long run model is 

presented below:  

 

Given the model;  

 

𝑅𝐺𝐷𝑃 =  𝛼0 +  𝛼1 𝐸𝑋𝑃 + 𝛼2 𝐼𝑀𝑃 +  𝛼3 𝐸𝑋𝑅 + 𝛼4 𝑇𝑂𝑃 +  𝜇 … … … … … … … … ….(4) 

 

Replacing the stochastic form of the model with the mathematical coefficients, we have; 

 
Table 4: Long Run Model 

RGDP = 1.00 +0.04EXP – 0.03IMP- 1.62EXR- 135.23 TOP 

     (0.02)             (0.04)      (0.50)          (180.93) 

 Source: Eviews8 Output, 2019.  

Note: Standard Error in parenthesis 

 

The coefficients of EXP and EXR are statistically 

significant (1/2bi> S.E.) while that of IMP and TOP 

are not (1/2bi< S.E.). EXP, IMP and EXR are 

correctly signed in consonance with a priori 

expectation. Contrarily, TOP displays the obverse. 

The coefficients imply that a 1% change in EXP will 

cause RGDP to increase by 0.04. Conversely, a 1% 

change in IMP, EXR and TOP will decrease RGDP 

by 0.03, 1.62 and 135.23 respectively. 

 

Short Run Model 

 
Table 5: Vector Error Correction Model 

Variable Coefficient Standard Error T statistics 

ECM 0.02 0.03 0.74 
D(RGDP(-1)) 0.48 0.28 1.72 

D(EXP(-1)) -0.001 0.005 -0.29 

D(IMP(-1)) 0.0005 0.006 0.08 
D(EXR(-1)) 0.14 0.22 0.62 

D(TOP(-1)) 3.59 34.02 -0.10 

C 9.79 9.31 1.05 
R2 = 0.79, Adjusted R2 = 0.60, F statistics = 4.36, F0.05 = 2.84  

Source: Eviews8 Output,  2019.  

 

Whereas in the long run model TOP contradicts a 

priori expectation, in the short run model, only TOP 

is correctly signed. EXP, IMP and EXR are 

incorrectly signed. The adjusted R2 shows a strong 

and positive relationship between trade openness 

and economic growth in Nigeria. A coefficient of 

0.60 suggests that 60% of the variations in RGDP 

can be accounted for by EXP, IMP, EXR and TOP 

– 40% is unexplained by the regression equation. 

This is substantiated by the adjusted R2 which shows 

that the additional explanatory variables have 

theoretical relevance to the data series. The F 

statistics further buttresses the result by accentuating 

the goodness of fit of the model implying that the 

explanatory variables have joint impact on the 

dependent variable. The magnitude of the 

cointegration term indicates that if there is any 

deviation, the long run equilibrium is adjusted 

slowly where only about 2% of the disequilibrium 

may be removed in each period. This shows that the 

speed of adjustment to where RGDP will equilibrate 

even when there is initial disequilibrium is at the rate 

of 2%. 

 

Diagnostic Tests 

A diagnostic check is appropriate in order to 

establish whether the model is valid; in other words, 

a diagnostic check is applied to know if the model 

developed has a problem or not. The diagnostic 

checking criteria adopted for this research to test the 

significance of the relationship include serial 

correlation LM Tests, Heteroskedasticity Tests and 

Ramsey RESET Test. The results are presented in 

the table below. 

 

 
Table 6:Breusch-Godfrey Serial Correlation LM Test 

     
     
F-statistic 0.362847     Prob. F(1,23) 0.1224 

Obs*R-squared 0.489678     Prob. Chi-Square(1) 0.1378 
     
     Source: Eviews8 output, 2019. 
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Table 6 shows that the residual/error term is not serially correlated because the probability of the F-statistics is 

greater than 0.05 critical values, as such we cannot reject the null hypothesis. 
 

Table 7: Heteroskedasticity Test: Breusch-Pagan-Godfrey 

     
     
F-statistic 0.590270     Prob. F(5,24) 0.2659 

Obs*R-squared 0.334934     Prob. Chi-Square(5) 0.2438 

Scaled explained SS 0.668801     Prob. Chi-Square(5) 0.5980 

     
     Source: Eviews8 output, 2019.  

 

It is observed as shown in Table 4.8 that there is no heteroskedasticity in the model because the F-statistics and 

its probability is greater than 0.05 critical value. 

 
Table 8 Ramsey RESET Test 

 Value Df Probability 

t-statistic  1.687268  23  0.1729 

F-statistic  1.229447 (1, 23)  0.9273 

Source: Eviews8 output, 2019.  

 

The Ramsey RESET from the table above, the value 

of F- statistics and t- statistics is greater than 0.05 

critical values which show that there is no omission 

of variables.    

 

Causal relationship between Trade openness and 

Growth in Nigeria 

The Granger Causality test is used to detect the 

nature and direction of influence or causality 

between two variables. The result of the granger 

causality test is explained below.
 

Table 9: Granger Causality Test 

    
    

 Null Hypothesis: Obs F-Statistic Prob.  

    
    

 IMP does not Granger Cause EXP01  27  0.76601 0.4769 

 EXP01 does not Granger Cause IMP  3.96222 0.0339 
    
    

 RGDP does not Granger Cause EXP01  27  7.12042 0.0041 

 EXP01 does not Granger Cause RGDP  11.5823 0.0004 

    
    

 RGDP does not Granger Cause IMP  27  24.5104 3.E-06 

 IMP does not Granger Cause RGDP  6.81446 0.0050 

    
    

 TOP does not Granger Cause IMP  27  4.40358 0.0246 

 IMP does not Granger Cause TOP  0.70828 0.5034 

    
Source: Eviews8 Output, 2018.  

 

The result reveals that there is a no directional 

causality between trade openness and economic 

growth in Nigeria. This is established from the 

probability which indicates a value of less than 5% 

to nullify the hypothesis that TOP does not granger 

cause RGDP and vice versa. The result clearly 

portends that TOP does not granger cause RGDP. 

Thus, there is no mutually reinforcing bilateral 

causality between trade openness and economic 

growth. This implies that the degree of openness of 

the economy contains no future information about 

economic growth in Nigeria. RGDP has 

bidirectional causality with EXP and IMP. The 

result also shows that EXP granger causes IMP but 

not vice versa. There is also a unidirectional 

relationship between TOP and IMP with the 

dominance emanating from TOP. 

 

Discussion of Findings 

The result of our empirical analysis reveals that all 

the variables are correctly signed except for TOP 

and is also not statistically significant. This implies 

that the degree of openness of the economy is still 

low and the volume of trade in the same order. Its 

negative relationship signifies that its present state is 

detrimental to growth in the Nigerian economy. The 

index of trade openness in the past six years 

averaged 0.4 which is weak. This performance is 

similar to the average index between 1986 and 2002. 

Apart from the period 2003 – 2009 which showed a 

moderate index of trade openness, the result clearly 

shows that Nigeria’s trade relations has not 

improved over time and invariably is unchanged. 

This negative index can be explained by the volume 

of imports by the country which is unfavourable and 

in turn impedes growth. 
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Our model from the granger causality result 

contradicts a priori expectation, but conforms to the 

findings of this research. It shows that trade 

openness does not have any causal impact on 

economic growth in Nigeria. The result also 

revealed that RGDP contains future information 

about exports and imports (components of trade) but 

not vice versa. This implies that if the economy 

grows steadily, exports and imports will also 

increase. Exports would improve as a result of 

increased productivity and so would imports in 

terms of raw materials for industrial utilisation. 

There is also a unidirectional relationship between 

imports and the degree of trade openness.    

 

The adjusted R2 shows a strong relationship between 

the dependent and independent variables with 60% 

of the variations accounted for. This implies that 

TOP, EXP, EXR and IMP can explain 60% of the 

changes in RGDP in the Nigerian economy and thus 

there are relatively few other macroeconomic 

variables that are core stimulants to economic 

growth. The F statistic lays emphasis on the strength 

of the explanatory variables in predicting the 

outcome of economic growth. It reveals that the 

choice of the variables is fitting to the research and 

therefore the additional explanatory variables 

namely EXP, IMP and EXR have theoretical 

relevance to the data series. The stationarity test 

supports the above findings by proving the validity 

of each of the variables used in the model. 

 

Conclusion and Recommendations 

Trade openness has made it possible for countries 

that are comparatively disadvantaged to benefit 

from trade. But some countries have made their 

economies inflexible – indicated by a low index of 

trade openness. Against a plethora of empirical 

studies, the findings of this research revealed that 

trade openness has not impacted significantly on 

economic growth in Nigeria within the study period. 

The country has benefitted from trade openness, but 

its impact is not significant. The reason for this lie 

in the volatility of the naira and low exchange rate 

which makes the value of our products cheap in the 

international market leading to unfavourable 

balance of payments as a result of relatively more 

expensive imports. Over dependence on crude oil 

for foreign exchange earnings and consequent 

neglect of other viable sectors which accounts more 

to GDP also contributes to this non-significance.  

 

The paper therefore recommends that: 

1. The Nigerian government should 

encourage domestic production especially 

to manufacturing and agriculture by 

granting subsidies and tax concessions to 

industries and farmers producing those 

commodities which are being imported – 

so they can expand their production 

capacity to meet increasing demand in the 

economy. 

2. The government should also ensure quality 

of products that would stimulate the 

interest of the general populace instead of 

considering options of importing. This 

would encourage domestic wholesalers and 

retailers to patronise made in Nigeria 

goods.  

3. Over dependence on crude oil which 

currently contributes less than 20% to GDP 

is baseless. The government should 

improve on the existing infrastructure in 

agriculture and industry thereby enhancing 

productivity in the commodities thereby 

boost trade. 
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APPENDIX I 

DATA ON VARIABLES 

YEAR RGDP EXP IMP EXR TOP 

1986 15,237.99 8.9 6 51.89 0.11 

1987 15,263.93 30.4 17.9 14.72 0.25 

1988 16,215.37 31.2 21.4 12.97 0.19 

1989 17,294.68 58 30.9 8.88 0.23 

1990 19,305.63 109.9 45.7 7.72 0.33 

1991 19,199.06 121.5 89.5 6.34 0.39 

1992 19,620.19 205.6 143.2 3.74 0.4 

1993 19,927.99 218.8 165.6 2.97 0.35 

1994 19,979.12 206.1 162.8 2.96 0.26 

1995 20,353.20 950.7 755.1 0.74 0.58 

1996 21,177.92 1,309.50 562.6 30.17 0.46 

1997 21,789.10 1,241.70 845.7 28.83 0.49 

1998 22,332.87 751.9 837.4 28.32 0.39 

1999 22,449.41 1,189.00 862.5 73.91 0.44 

2000 23,688.28 1,945.70 985 77.21 0.44 

2001 25,267.54 1,868.00 1,358.20 81.3 0.47 

2002 28,957.71 1,744.20 1,512.70 88.95 0.42 

2003 31,709.45 3,087.90 2,080.20 100.63 0.52 

2004 35,020.55 4,602.80 1,987.00 107.07 0.58 

2005 37,474.95 7,246.50 2,800.90 106.58 0.69 

2006 39,995.50 7,324.70 3,108.50 105.02 0.56 

2007 42,922.41 8,309.80 3,912.00 106.41 0.59 

2008 46,012.52 10,114.70 5,238.20 80.03 0.63 

2009 49,856.10 8,402.20 5,116.50 96.03 0.55 

2010 54,612.26 12,011.50 8,164.00 96.88 0.37 

2011 57,511.04 15,236.70 10,995.90 101.17 0.46 

2012 59,929.89 15,139.30 9,766.60 98.94 0.42 

2013 63,218.72 15,262.00 9,439.40 96.69 0.39 

2014 67,152.79 12,960.50 10,538.80 95.57 0.35 

2015 69,023.93 8,845.2 11,076.1  107.34 0.29 

2016 67,931.24 8,835.6 9,480.4 131.3 0.27 

 
 Source: CBN Statistical Bulletin & World Bank Estimates (Nigeria Statistics) 


