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ABSTRACT 
The paper aimed at examining the contributions of international trade to 
economic development of Nigeria from 1981 to 2018. Stationarity tests were 
carried out on the variables; the ARDL and OLS techniques were used to 
ascertain the relationships among the variables. It was found that the contribution 
of international trade (proxy for trade openness) to economic development (proxy 
for per capita income) was very poor during the period. Government expenditure 
did not contribute maximally to economic development as expected. It was 
recommended that for Nigeria to benefit from trade there is need to diversify the 
economy and strengthen institutions and agencies of government to restore sanity 
and confidence in the system. Trade pacts must be examined to ensure that these 
must as of necessity be beneficial to the economy. There is need to fight 
corruption at all level to ensure that all funds meant for capital projects are 
disbursed and used for the intended. There is need to produce and export not raw 
materials but finished goods to enjoy the gains from value added. The activities of 
multinationals must be checked to ensure that they abide by the rules and policies 
of host country. 
Keywords: International Trade, Economic Development, Trade Openness, Per 
Capita Income, Trade Pacts 

 
INTRODUCTION 
International trade relations are not new. Many countries have signed trade pacts and are engaged 
in mutually beneficial trade relations amongst themselves. However, there is no clear consensus 
that international trade relations always benefit the parties involved in terms of real economic 
growth and development. It seems even more glaring in the case of developing countries. It appears 
that trade relations between developing countries and developed countries have major fallouts. Like 
every other developing country, Nigeria has signed many trade pacts and agreements with a view to 
embracing trade liberalization and promoting economic development. However, there seem to be a 
huge gap between trade openness (trade liberalization) and the much needed economic growth and 
development in the country. This made Tanzi (2004) to assert that international trade relations tend 
to slow down economic progress than encourage it. Economic development is the goal of every 
economy. However, achieving economic development through trade is onerous especially for 
developing countries. International trade relations especially between the more developed and the 
less developed countries seem to benefit the more developed counterparts (Rapley, 2002). Trade 
policies are formulated and implemented to achieve economic growth that will in the long run 
translate into economic development. Trade policies should result in sustained economic growth, 
increased levels of employment, positive structural changes, increased per capita income and better 
living standards. Sadly this is not always the case (Onyemelukwe, 2005).  
The role of foreign trade in economic development is considerable. The Mercantilist, classical and 
neoclassical economists attached so much importance to foreign trade in a nation’s development 
that they regarded it as an engine of growth.  
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Over the past several decades, the economies of the world have become greatly connected through 
international trade and globalization. Foreign trade has been identified as the oldest and most 
important part of a country’s external economic relationships.  
It plays a vital and central role in the development of a modern global economy. Its impact on the 
growth and development of countries has increased considerably over the years and has 
significantly contributed to the advancement of the world economy. The impact of foreign trade on 
a country’s economy is not only limited to the quantitative gains, but also on structural changes in 
the economy and facilitating of international capital flow. Trade enhances the efficient production 
of goods and services through allocation of resources to countries that have comparative advantage 
in their production. Foreign trade has been identified as an instrument and driver of economic 
growth (Frankel and Romer, 1999). 
 

Nigeria has experienced a sharp increase in the value and volume of trade with other countries of 
the world. Foreign trade statistics in 2014 by Economic Complexity Index (ECI) shows that Nigeria 
is the 119th most complex economy and the 41st largest export economy in the world. In 2013, 
Nigeria exported $94.8B and imported $53.3B, leading to favorable trade balance of $41.6B. In the 
same year, the per capita GDP of Nigeria was $5.6k and her GDP was $521B. Further analysis of 
the components of export and import indicates that the top exports of Nigeria are Refined 
Petroleum ($3.07 Billion), Cocoa Beans ($561Million), Crude Petroleum ($75.3Billion), Petroleum 
Gas ($10.3 Billion), and Special Purpose Ships ($463 Million), while her top imports are Wheat 
($1.42 Billion), Rolled Tobacco ($1.34 Billion), Refined Petroleum ($9.5 Billion), Cars ($1.87 
Billion), and Special Purpose Ships ($1.01 Billion). Expressed in percentage, the exports are led by 
Crude Petroleum which stands for 79.4% of the total exports of Nigeria, followed by Petroleum 
Gas, which accounts for 10.9% whereas the imports are led by Refined Petroleum which accounts 
for 17.9% of the total imports of Nigeria, followed by Cars, which contribute 3.51%. Nigeria 
recorded a trade surplus of N197, 187.70 million in September, 2015. Balance of Trade in Nigeria 
averaged N201, 370.76 million from 1981 until 2015, reaching an all-time high of N2177553.08 
million in October of 2011 and a record low of N592200.72 million in March, 2011 (CBN, 2014). 
The Nigerian Bureau Statistics (NBS) reported this Balance of Trade and this tendency is expected 
over the long term due to the unrelenting calls for heightened trade liberalization to foster economic 
growth across the globe.  
 

Trade pacts between Nigeria and other countries are fraught with difficulties (Hands, 2000). Like 
many other developing countries, Nigeria operates an open economy. The goal is to tap many of the 
benefits of trade as opined by the classical economists. The Nigerian government like many other 
developing countries considers trade as the main engine of its development strategies, because of 
the implicit belief that trade can create jobs, expand markets, raise incomes, facilitate competition 
and disseminate knowledge (Ogbaji and Ebebe, 2013). Nevertheless, while trade between countries 
may generate growth globally, there are no guarantees that its aggregate benefits are distributed 
equitably among trading partners. There are winners and losers in any trading relationship. 
However, trading partners may all gain at differing degrees. Many factors determine the extent to 
which a country may benefit from a trading relationship. These include the terms of trade a country 
faces in relation its trading partners, the international exchange rate among the traded goods and the 
market characteristics of the country’s export goods (Eravwoke and Oyovwi, 2012). Over the years, 
trade relations do not seem to result in great benefits as envisaged (Ajayi, 2003). This has posed a 
number of questions such as: Is Nigeria benefiting from her international trade relations? If not, 
why not? What are the impediments to international trade in Nigeria? This paper is divided into 
five sections beginning with the introduction, the review of related literature, the methodology, 
discussion of findings, conclusion/recommendations. 
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REVIEW OF RELATED LITERATURE 
This section focuses on the theoretical and empirical literature on the subject matter. The theoretical 
aspect covers some trade and development theories while the empirical literature will document the 
findings of various authors on the subject matter.  
 
The Theory of Absolute Advantage 
This is an international trade theory by the classical economists. The classical period was marked 
by extensive and detailed analysis of economic phenomena. On the analysis of foreign trade, Smith 
(1776) argued that trade amongst countries is favorable. Adam Smith brought about the Absolute 
Advantage theory of international trade. The theory states that a country has an absolute advantage 
in the production of a product when it is more efficient than any other country. Therefore, if two 
countries specialize in production of different products (in which each has an absolute advantage) 
and trade with each other, both countries will have more of both products available to them for 
consumption. Thus, trade relations are mutually beneficial. To Smith, international trade relations 
will result in mutually beneficial exchanges leading to economic progress. 
 

The Comparative Advantage Theory 
This trade theory states that international trade is beneficial to participating countries even though 
they may have absolute advantage in production. This theory was developed by David Ricardo in 
1817. The theory of Comparative Advantage states that even if a country has an absolute advantage 
in producing two products over others, trading with other country will still yield more output for 
both countries than if the more efficient producer did everything on his own. Thus, the country with 
the absolute advantage in producing both products would still produce both products, but less of the 
one it will trade for, thus channeling resources to the production of the product which it has 
comparative advantage (Viner, 1937). This classical idea supports trade between nations as an 
engine for economic growth and development. 
 

The Marxian Theory of Development 
Marx (1867) argued that underdevelopment is an inherent economic phenomenon in the classicist 
model especially where trade relations exist between the more developed and the less developed 
economies. In his Theory of Surplus Value, Marx stated that “it is in the very nature of the capitalist 
mode of production to overwork some workers while keeping the rest as a reserve army of 
unemployed paupers.” According to Marx, unemployment (which itself is an indication of 
underdevelopment) is inherent in the unstable capitalist system and periodic crises of mass 
unemployment are to be expected. Since the major aim of the bourgeois (or capitalists) is to 
accumulate more and more profit, they will stop at nothing (even at the expense of other 
economies) but to accomplish that. As a result, the very mode of capitalist production will tend 
toward the use of capital (machines and other man-made aids to production) other than labor in 
order to reap greater profits. Trade relations will be to benefit the superpowers to the detriment of 
the developing economies. This process will create more profits for the superpowers and 
underdevelopment for the developing countries and the cycle will continue unless a revolution 
takes place which will usher in a classless society. Thus, in classical Marxist theory, the origin of 
surplus (for developed economies engaged in trade relations) is considered to be in the capital-
labour relation that exists in “production” itself. Trade is been carried out only for the benefits of 
the superpowers. 
 

Dependency Theory of Development 
According to Muuka (1997), the Dependency Theory belongs to a school of thinking that is not 
isolated from world events but took shape immediately after Latin American dissatisfaction that the 
commercial benefits guaranteed by neoclassical theory failed to materialize.  
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Todaro (2000) believed that, according to international dependence patterns, Third World countries 
are basically under the rule of the politics, institutions, and the economy of the developed countries 
themselves or of other countries of the world that are controlled by dominant wealthy countries. 
According to this theory, the system of the capitalistic world causes a labour upheaval that damages 
the domestic economies of under-developed countries. It diminishes the economic growth rate and 
ends in the increased inequality of income. It also has a negative effect on the welfare of the 
majority of people. Further, since there is no basic equality in the goods that are processed and the 
raw materials exchanged, major and minor countries have been separated from one another more 
and more by the application of trade dependency. This has also caused a relatively long-term 
decrease in the price of primary goods compared with the prices of processed goods (Schumpeter, 
1934). In the same way, Shen and Williamson (2001) remarked that a focus on the export of 
specific raw materials will result in a country having an unbalanced reliance on only one sector. 
They add that, this way, the amount of taxes the government can receive will be diminished and, 
consequently, this influences in a negative way the government’s ability to fund health and social 
programs. They referred to what modern trade dependence theorists believe about unification with 
the global economy, consisting of foreign investment, trade and loans that increase the growth of 
the economy. Such unification is considered by Dependency Theorists to decrease economic 
growth and development. 
 
World Systems Theory of Development 
World Systems Theory uses other levels of quantitative analysis, though it admits that there is no 
set of processes in World Systems Theory that is applicable to all economies. World Systems 
Theory argues that international trade specialization and transfer of resources from less developed 
countries to developed countries (known as a “core” countries) prevents development in less 
developed countries by making them rely on core countries and by encouraging ‘peripheralization’ 
(Szymanski, 1982). World Systems Theory therefore views the world economy as an international 
hierarchy of unequal relations. A country can change its position in the global hierarchy with 
changes controlled by the “World System”. Relations between countries are similar to what 
dependency theorists described. In other words, wealth is taken from semi-periphery or periphery 
zones to economies in the core countries. World Systems Theory is a theory of development that 
deals with different forms of capitalism world-wide (Reyes, 2001). It thus takes a world-centric 
view and focuses on the relationship between countries. This relationship is directed by culture 
through social change. World Systems Theory explains inequality by identifying different cultures 
and the role of the state in international connections. Reyes (2001) identified the origin of World 
Systems Theory as capitalism in its various forms in different parts of world, specifically since the 
1960s. From this date onward, Third World countries tried to raise their levels of life-style and 
develop their overall situation. Such development started when international trade interactions 
played an important and influential role compared to the national government roles and activities, 
which became less significant. Such international economic interrelations caused radical 
researchers to conclude that new practices in the economy of the world in capitalistic theory are 
very difficult to define, considering the limitations of the Dependency Theory point of view. Still, 
Reyes (2001) concluded, most theorists of World Systems Theory consider that, as a whole, this is 
the only theory that unites the socialist countries in the twentieth century. Thus, according to Reyes 
(2001), the methods of international relations with the focal point of geopolitics, the neoclassical 
theories of the economy that applies comparative progress as a base, and the World Systems 
viewpoint with the emphatic point of unequal exchange, all illustrate various patterns of 
international systems that affect development of Third World economies. 
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Empirical Literature 
Though a lot of work has been carried out on international and economic growth, very little is 
found in the literature on trade and development. This section will focus on the empirical findings 
of some authors on the subject matter.  
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. Also, 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 which will subsequently result in development. Nwosa (2012) studied 
the relative contribution of trade liberalization on trade tax revenue in Nigeria between 1970 and 
2009 using a simplified regression estimate. The author’s estimates revealed that trade 
liberalization, labour force, gross domestic product and public debt impacted positively on trade tax 
revenue while exchange rate had a negative effect. They concluded that there is the need for 
adequate macroeconomic policy to improve trade liberalization 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 co-integration 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 adjust 97.5% of this 
divergence to its long-run equilibrium.  
 

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.  
 

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.  
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Adenugba and Dipo (2013) examined the performance of non-oil exports in the economic growth 
of Nigeria from 1981 to 2010, Their estimates revealed that non-oil exports have performed below 
expectations; therefore, giving reason to doubt the efficacy of the export promotion strategies that 
have been used and since implemented. They rightly indicated that the Nigerian economy is still far 
from shifting from crude oil exports and as such the crude oil sub-sector continues to be the single 
most important sector of the economy. Also, Edoumiekumo and Opukri (2013) empirically 
investigated 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 27 years 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 co-integration 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.  
 

Olaifa, Subair and Biala (2013) empirically investigated the effect of trade liberalization on 
economic growth in Nigeria between 1970 and 2012 with a view to examining the possibility of a 
long term relationship existing between the two and also to account for the structural changes that 
may have occurred with the implementation of a free trade regime in 1986. Adopting the ordinary 
least squares in estimating the relationship, they find that there is a long run relationship between 
trade liberalization and economic growth in Nigeria. Strong evidence was also found to support 
structural changes that took place in 1986 with the use of free trade policy. However export was 
reported to have a negative relation to growth. The study concluded by recommending that an 
enabling environment that will engender further growth such as better infrastructural base, adequate 
financing support adherence to international best practice in export and sound institutional structure 
be put in place for sustainability. Further, 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. A consideration of the literature 
above shows that there are differing views about international trade and economic growth. The use 
of different techniques and data explains these divergences. However, it appears that international 
trade relations seem to have more benefit in theory than in practice. From the above literature few 
works are carried out that captures the link between international trade and development. The task 
of this paper is to clearly explain the link (if any) between international trade and development in 
Nigeria. 
 
RESEARCH METHODOLOGY  
Basic Research Design 
The study adopts a descriptive research design which ensures that the procedure to be employed in 
the study is carefully planned so as to obtain correct and reliable information about the research 
work. The study relies on secondary data for the analysis.  
 

Sources of Data 
The variables used in this study are trade openness (measured by sum of imports/GDP + 
exports/GDP), government expenditure-current and recurrent, real per capita income, exchange rate 
and inflation rate from 1981 to 2018.  
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The sample size is 37 annual observations ranging from 1981 to 2018. Secondary data (time series 
data) is used and were obtained from Central Bank of Nigeria (CBN) publications of 2008, 2014, 
2015, 2017 and 2018.  
 

Analytical Techniques 
Stationarity test was done on each of the variables using the Augmented Dicker Fuller (ADF) and 
Phillip -Perron (PP) tests to ensure that the variables are suitable for analysis. The Johanson Co-
integration technique was employed to ascertain if there is co-integration among the variables. The 
Vector Error Correction (VEC) model is often applied to determine the dynamic influence of 
international trade (trade openness) on economic development (per capita income) in both the 
short-run and long-run relationship among the co-integrating variables as far as the presence of co-
integration is established (Asika, 2004).  The study also employed the multiple regression technique 
which offers explanation on the relationship between a dependent variable and two or more 
explanatory variables.   
 
Model specifications 
This study used the econometric technique of Ordinary Least Square (OLS) in form of Multiple 
Linear Regressions to the relative regression coefficients.   
The mathematical model for the study is as follows:  
PCI= f (OPN, GOEX, INF, EXC)………………………………… (1)   
 
The Econometric Model for Eqn (1) can be written as:  
 
PCIt = β0 + β1OPNt + β2GOEXt + β3INF + β4 EXC + Ut…………… (2) 
  
The double-log form of the above model is represented below: 
LogPCIt = β0 + β1LogOPNt + β2LogGOEXt + β3LogINFt + β4LogEXC + Ut ……. (3) 
 
Where; βo is the parameter which represents the intercept  
Β1 – β4 are the coefficients or the regression parameters used in determining the significance of the 
effects of each of the independent variables on the dependent variable UEM. 
PCIt = Per Capita Income (Economic Development) 
GOEXt = Government Expenditure 
OPNt = Trade Openness (International trade) 
Exct = Exchange Rate 
INFt = Inflation Rate  
Ut = Error or Random disturbance term. 
The expected signs of the coefficients of the explanatory variables are: β1>0, β2>0, β3>0, β4>0.  The 
model above was used to estimate the OLS Regression. 
 

Measurement of variables and A priori Expectations 
Based on the expected signs above, the economic implications are that the explanatory variables 
(trade openness, government expenditure, inflation rate and exchange rate) should be positive, that 
is increasing per capita income which in turn will result in higher demands, increased production, 
increased employment, increased infrastructures and higher standards of living, that is, economic 
development. 
 

DISCUSSION  
In the study, stationarity tests were carried out for all the variables in the model to ensure that they 
are suitable for the analysis. The result showed the variables are integrated at level and first 
difference. The ADRL procedure for co-integration was adopted which is valid for a mixture of I(0) 
and I(1) according to Perron (1997).  
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The suitability of the variables for the model was carried out using the Augmented Dicker Fuller 
test with Akaike Info Criterion (AIC) and the Phillip-Perron (PP) test statistic. The results of the 
diagnostic tests are shown in below. 
 
Table 1           ADF Unit Root Test Result 
Variables ADF 

STATISTICS 
Critical value 
(1%) 

Critical 
values: (5%) 

Critical value 
(10%) 

Order of 
integration 

PCI -3.935512 -3.592462 -2.93144** -2.603944 I(0) 
GOEX -4.869190 -3.592462 *** -2.931404 -2.603948 I(0) 
INF -7.764061 -3.596616 *** -2.933158 -2.604869 I(1) 
EXC -6.910685 -3.596616 *** -2.933158 -2.604868 I(1) 
OPN -5.335557 -3.592462 *** -2.931404 -2.603944 I(0) 

                               
Phillips perron (PP) Test Result 

Variables PP 
STATISTICS 

Critical value 
(1%) 

Critical value 
(5%) 

Critical value 
(10%) 

Order of 
integration 

PCI -3.967327 -3.592462 -2.93140 -2.603944 I(0) 

GOEX -5.733453 -3.592462***  -2.931404 -2.603944 I(0) 

INF -7.778039 -3.596616*** -2.933158 -2.604867 I(1) 

EXC -6.909488 -3.596616***  -2.933158 -2.604867 I(1) 

OPN -5.494074 -3.592462***  -2.931404 -2.603944 I(0) 
 Author’s Computation Using E views 10 
 
From the tables above the variables are integrated at level and first difference. OPN, GOEX and 
PCI are integrated at level while INF and EXC are integrated at first difference. The ARDL model 
was applied to ascertain if there exists a long run relationship among the variables in the model.  
The result is presented below. 

 

Author’s computation using Eviews 10 
Based on the table above, the decision of accepting the null hypothesis of no co-integration since 
the F-statistic is higher than the I0 or I1 bound is made.  

 
 Table 3  ARDL Bounds Test 
     Tt    Test Statistic Value K  
        F-statistic  0.939355 6  
            
Critical Value Bounds  
        Significance I0 Bound I1 Bound  
        10% 2.12 3.23  
5% 2.45 3.61  
2.5% 2.75 3.99  
1% 3.15 4.43  
    Author’s computation using Eviews 2018    
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Therefore, from the finding, there exist no long-run relationship between per capita income 
(economic development) and trade openness (international trade) in Nigeria based on data. Is 
Nigeria benefiting from international trade? To find the answer the OLS estimate was use to 
ascertain the impact of foreign trade on the Nigerian economy. Below is the result. 
 

Table 4 OLS Estimate 
Dependent Variable: PCI   
Method: Least Squares   
Date: 12/02/20  Time: 04:40  
Sample: 1 39    
Included observations: 39   

          Variable Coefficient Std. Error t-Statistic Prob.   
          C 0.303543 2.549192 0.119074 0.9059 

OPN 0.011523 0.041768 2.861605 0.0072 
INF -0.081192 0.043274 -1.876203 0.0692 
EXC 0.076451 0.007897 9.681312 0.0000 

GEXP 0.007599 0.029800 0.255013 0.8002 
          R-squared 0.777880     Mean dependent var 11.45667 

Adjusted R-squared 0.751748     S.D. dependent var 8.442711 
S.E. of regression 4.206573     Akaike info criterion 5.830383 
Sum squared resid 601.6388     Schwarz criterion 6.043660 
Log likelihood -108.6925     Hannan-Quinn criter. 5.906905 
F-statistic 29.76754     Durbin-Watson stat 1.396835 
Prob(F-statistic) 0.000000    

     Author’s computation using Eviews 10 

The table above shows the relationships that exist among the variables in the model. The OLS 
estimate shows that if all the explanatory variables are held constant, per capita income (economic 
development) (PCI) will grow at a constant rate of 30 per cent in the economy. From the result 
presented, a per cent increase in government expenditure (GOEX) will increase the level of per 
capita income (economic development) by 0.007 per cent. This is not good at all for the Nigerian 
economy. Government spending should contribute maximally to economic progress.  However, this 
is seldom the case in developing economies such as Nigeria where there is high level of corruption, 
benefit capture and the abandonment of capital projects. Further, money meant for capital and 
recurrent expenses are boycotted and do not get to the hands of the common masses. Most funds 
earmarked for capital projects which will have resulted in employment and increase in aggregate 
demand are never released or worse stolen. 
From the table, a per cent increase in OPN (international trade) will result in a 0.01 per cent 
increase in PCI (economic development). The relationship is positive in line with a prior 
expectation. However, the percentage contribution of trade to economic development in the country 
is very poor. It is possible that Nigeria is yet to tap fully from the benefits of trade as expounded in 
the literature. This may be due to the underutilization of the available resources and/or the over 
reliance on oil exports. Also, like other developing economies, Nigeria tends to export raw 
materials (primary goods) instead of improving on the existing resources in order to gain from the 
value added. Trade pacts signed by the leaders are fraught with clauses that are inimical to the 
economy.  
 

It appears that the economy would have no other option than to accept such agreement if it must 
grow. Yet, these pacts tend to bedevil the economy the more.  
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Therefore one of the major impediments to benefiting from trade has been the problem of accepting 
every idea foisted on the economy by so-called superpowers. To benefit from trade, the economy 
must fully develop its productive capacity and look inward by harnessing its available resources.  
 

A percent increase in INF results in a 0.05 percent deduction in PCI. Incessant hike in prices is 
adversely affecting the income of the average Nigerian. The result is low spending power, low 
aggregate demand which will lead to firms laying off workers, winding up, low level of output and 
continuous price increase as a result of shortages.  From the table, exchange rate has a positive 
effect on PCI in line with a prior expectation. A unit increase in EXC will result in a 0.08 increase 
in PCI. There is need to strengthen the domestic economy by diversification. Also, there is need to 
strengthen institutions and agencies of government to deliver on their mandates. Where institutions 
and organizations do their part, corruption is minimized, sanity and confidence restored in the 
system, then the economy will be a conducive for foreign direct investments which will create jobs, 
stimulate domestic spending, increase output and strengthen the currency.   
 
The R2 of the model which is coefficient of determination  is 0.78, showing that the explanatory 
variables (OPN, INF, EXC, and GOEX) explains about 78 per cent of the dependent variable (PCI) 
and the remaining 22 per cent is explained by the error term. According to Gujarati (2009), if 
coefficient of determination is greater than the Durbin-Watson (DW) statistics, then the regression 
is a spurious one (or nonsense regression), otherwise, it is not spurious and hence can be used for 
policy decision making. From the result in the table, DW = 1.396, and R2 = 0.78. Thus, R2 < DW, 
therefore our model is not spurious and it’s fit for policy making. Furthermore, the overall 
performance of the regression model can be tested using the F-test statistic. The F-test is used to 
check if the explanatory variables in the model are jointly significant in explaining variations in the 
dependent variable. Therefore, the F-statistics for our model shows that the explanatory variables 
are jointly significant in explaining variations in inflation rate (dependent variable) as this can be 
seen in the high value of the F statistics in the table. Furthermore, the probability of the F statistics 
is statistically significant as shown by the prob-value of 0.0000, indicating that the model passes 
goodness of fit test. Thus the model can be used for forecasting and policy analysis. It further states 
that the overall regression is significant and statistically different from zero. 
 
CONCLUSION AND RECOMMENDATIONS 
The work focused on the role international trade on the development of the Nigerian economy. 
International trade relations have resulted in lesser benefits to the economy than expected. Low 
productive capacity, corruption, failing institution/agencies of government, over reliance on oil 
exports, stringent and inappropriate trade policies are the factors militating against the country’s 
gains from trade. To benefit from trade, there is need to diversify the economy and strengthen 
institutions and agencies of government to restore sanity and confidence in the system. Trade pacts 
must be examined to ensure that these must as of necessity be beneficial to the economy. There is 
need to fight corruption to ensure that all funds meant for capital projects are disbursed and used for 
the intended. There is need to produce and export not raw materials but finished goods to enjoy the 
gains from value added. The activities of multinationals must be checked to ensure that they abide 
by the rules and policies of host the country, in this case, Nigeria. 
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