



Foreign Direct Investment and Youth Unemployment in Nigeria: Reassessing the Employment Transmission Mechanism

ABSTRACT

Nigeria continues to have chronically high youth unemployment despite continued foreign direct investment (FDI) inflows, contradicting traditional development theory's assertion that FDI inflows boost employment through investment expansion and knowledge transfer. This study uses annual time-series data spanning 25 years (2000–2024) to reexamine the relationship between youth unemployment in Nigeria and foreign direct investment (FDI). The Autoregressive Distributed Lag (ARDL) method was used for analysis in this study. Results indicated that all the explanatory factors (exchange rate, government spending, inflation rate, minimum wage rate, population growth rate, and foreign direct investment) in Nigeria did not have a long-run relationship with the dependent variable (youth unemployment rate). In the short run, the a priori assumption is met by government spending, FDI, and the minimum wage rate, but not by the rate of inflation, population growth, or currency rate. The findings suggest that the weak employment response to FDI reflects structural and absorptive capacity constraints rather than the ineffectiveness of foreign investment per se. The study recommends that policymakers should formulate and implement programs to boost foreign direct investment within the domestic economy. Additionally, the government should implement labor-absorbing FDI policies and make sure that FDI is directed toward labor-intensive industries like manufacturing, agriculture, and information, communication, and technology (ICT) that have a high ability to absorb labor. 
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1. INTRODUCTION

In emerging nations, especially those in Sub-Saharan Africa, unemployment is still one of the most persistent macroeconomic problems. It is one of the biggest economic problems Nigeria is currently experiencing and has been getting worse over time. The issue is particularly prevalent among the young, who make up the largest segment of the labor force but have few job options. The International Labour Organization (ILO) states that youth unemployment affects people between the ages of 15 and 24, while certain nations may raise that threshold to 29 and 35 (NBS, 2017). Youth unemployment has far-reaching economic and social consequences, including poverty, insecurity, migration pressures, and social instability. Despite multiple policy interventions aimed at promoting investment-led growth, the Nigerian economy has struggled to translate capital inflows into meaningful job creation.


In Nigeria, despite many young people having degrees, there is a large gap between their qualifications and what employers need, which contributes to high youth unemployment. As the nation's population continues to rise, these young people endure the fatal illness of unemployment on a daily basis. The problem has persisted because of the government's lack of action in resolving it. In addition to limited or no income-generating opportunities, the terrible rate of youth unemployment and joblessness results in low or poor living standards. Some young people who are unemployed have also committed crimes. It is well acknowledged that although unemployment fosters poverty, full employment prevents it and fosters economic progress (Adegbami & Adewole, 2013).

The youth unemployment trend in Nigeria from 2000 to 2024 highlights the dynamic interplay between economic conditions, policy decisions, and demographic changes. 
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Fig 1- youth unemployment rate

 NBS, MICROTRENDS, 2025

The graph above shows that from 2000–2010 the youth unemployment rate remained relatively stable, hovering around 9.5%. From 2011–2015, a gradual increase was observed, reaching 10.64% in 2015. In 2016 to 2020, the rate rose steadily, peaking at 12.55% in 2020, possibly due to economic challenges and population growth. From 2021 to 2023, a significant decline occurred, with the rate dropping to 5.84% in 2023, indicating potential improvements in employment opportunities or changes in labor force participation. Finally, in 2024, the rate slightly increased to 6.5%, suggesting a need for continued focus on youth employment strategies. Several factors have influenced these trends, such as economic policies through government initiatives aimed at economic diversification and job creation. Education and skills mismatch, disparities between educational outcomes, labor market needs have affected youth employability.

The creation of jobs, the spread of technology, and the improvement of productivity have all been attributed to FDI. . FDI is an investment made to achieve long-term interest in management normally about 10% of the voting stock in a firm established in a different economy, which is different from the country of the investor (World Bank, 2002).  Theoretically, more foreign investment should boost employment, raise productive capacity, and stimulate aggregate demand. However, Nigeria presents a paradoxical case in which periods of substantial foreign capital inflows have coincided with rising unemployment, particularly among young people.This discrepancy calls into doubt the efficacy of foreign direct investment (FDI) as a labor market intervention in emerging nations that exhibit structural rigidities and institutional fragility. 


The results of previous empirical research on the connection between FDI and unemployment in Nigeria and similar economies are inconsistent and even conflicting.  Some research indicates that FDI and unemployment are negatively correlated (Sainey & Muhammad, 2024; Mkombe et al., 2021). Additionally, Ogbomhe & Abdul (2025) and Akinromade et al. (2025)  found a positive relationship, whereas others reported weak or insignificant effects. Moreover, much of the existing literature focuses on aggregate unemployment or total employment, thereby obscuring the distinct vulnerabilities of youth labour markets. Against this backdrop, this study uses updated data and a strong econometric framework to reexamine the impact of foreign direct investment on youth unemployment in Nigeria. The goal of the study is to shed more light on why foreign investment hasn't produced long-term job results for young people in Nigeria.


This is how the rest of the paper is structured. The pertinent theoretical and empirical literature is reviewed in Section 2. The model specification and theoretical framework are described in Section 3. Section 4 is the methodology and a discussion of findings, while section 5 concludes with policy implications and recommendations.


2.1: Review of Empirical Literature 
2.1.1 Conceptual Concerns 
Keynesian Employment Theory 
John Maynard Keynes propounded Keynesian theory of employment in 1936, in his popular essay called ‘The General Theory of Employment, Interest, and Money’. According to Keynes, aggregate demand and aggregate supply determine effective demand, which in turn determines the degree of employment in any economy. This theory has three major assumptions that states that: an economy generally operates at less than full employment; wages and prices are downward rigid and aggregate supply does not change in the short run (fixed). 

Keynes concentrated on reducing unemployment by adjusting aggregate demand because he believed that aggregate supply is inelastic in the short term. According to Keynes, the demand for products and services determines the need for labor. Consequently, low demand for labor services would lead to unemployment if there is low demand for goods and services or low aggregate spending on them. Simply put, increasing aggregate demand would increase employment and eventually lower unemployment, according to Keynesian theory of employment. 
Despite the fact that Keynes' theory is commonly called a theory of unemployment, scholars such as Jhingan (2009) contend that it actually concentrates on employment rather than unemployment and that the two are not mutually exclusive. There have also been doubts about Keynes' theory's applicability in developing nations. According to Jhingan (2012), the approach aims to promote consumption as opposed to capital accumulation and savings. He also contends that in order for development to take place, developing economies must reduce their consumption tendencies in order to increase their saving tendencies and capital accumulation. Developing economies are typically characterized by extremely low saving tendencies and high consumption tendencies. 


2.2 Empirical Literature Review 
The high unemployment rate in Nigeria must be addressed since it leads to emotional anguish and low self-esteem. A deliberate attempt has been made to evaluate the significant contributions and works of the different researchers in the subject critically. Orji and Ogbaga (2024) used the ARDL technique to study the effect of foreign direct investment on unemployment in Nigeria between 1986 and 2022. The findings showed evidence of FDI's long-term impact on lowering unemployment. Their analysis, however, was centered on overall unemployment, which obscured the disparate impacts of foreign investment on particular labor market categories, such as youth. The analysis comes to the conclusion that, as long as Nigeria maintains a stable macroeconomic environment, inflows of foreign direct investment and foreign portfolio investment tend to lower the country's unemployment rate. In a similar vein, Akinromade, Adebola, and Salami (2025) examined the connection between Nigerian unemployment and domestic investment between 1999 and 2023. Using the Auto Regressive Distributed Lag (ARDL), the study discovered a negative correlation between Nigeria's unemployment rate and both domestic investment and the GDP growth rate. On the other hand, government spending, inflation, and institutional quality all have favorable effects over the long and short terms. In their study of how industrialization affected unemployment in Nigeria between 2005 and 2024, Ogbomhe & Abdul (2025) discovered a strong correlation between the jobless rate and the import-export market. In order to recruit industries across the country and lower unemployment in all sectors, the report suggested, among other things, that the government should enact industry-friendly legislation. Bisiriyu & Osinusi (2020 use time-series data from 1981 to 2017 to examine the effect of foreign direct investment (FDI) on unemployment in Nigeria using the ordinary least squares (OLS) approach. According to the analysis, FDI significantly affects Nigeria's unemployment rate, indicating that it has increased and spread over time. 


A study was carried out by Johnny,  Timipere, Krokeme & Markjackson (2018). From 1980 to 2015, he looked at how FDI affected Nigeria's unemployment rate. The study found out that  foreign direct investment and the unemployment rate have a negative insignificant relationship. According to the study's conclusions, the government should enact measures to draw in more foreign capital, boost investment, and guarantee that all available resources for profitable endeavors are used up before turning to savings. A study by Oloruntuyi (2018) looked at the impact of foreign direct investment affected Nigeria's unemployment rate between 1986 and 2018. The study came to the conclusion that economic factors and Nigeria's unemployment rate are causally related. In order to provide a safe environment for potential investors, the report advises governments at all levels to strengthen current programs and policies to promote the inflow of foreign direct investment and to enact strict regulatory measures to eliminate insecurity. 

Beyound Nigeria, Sainey and Muhammad (2024) used an ARDL approach to examine the relationship between FDI and unemployment in Gambia. They discovered no proof of a consistent, long-term link between FDI and unemployment. According to their findings, FDI's effects on employment are very context-dependent and could be limited by institutional and structural variables. In a similar vein, Mkombe, Ngalawa, and Chilunjika (2021) found that foreign direct investment has no impact on youth unemployment using a panel structure for SADC nations. Although teenage labor markets were specifically taken into account in their study, the use of regional panel data obscures structural features unique to each nation that could influence employment outcomes. 
At the broader regional level, Ositaufere and Okafor (2023) used panel ARDL methodologies to investigate the association between unemployment and foreign direct investment in Sub-Saharan Africa. They found a strong long-term correlation between the factors. However, the degree to which their conclusions can be applied to specific nations like Nigeria, which has distinctive characteristics including oil dependency, currency rate volatility, and labor market rigidities, is limited by the aggregation of diverse economies. From 1990 to 2018, Alalawneh,  & Nessa (2020) examined how foreign direct investment affected unemployment in six Middle Eastern and North African nations: Egypt, Jordan, Lebanon, Morocco, Tunisia, and Turkey. The findings showed that FDI and unemployment in all of its manifestations do not, in the short run, have a causal link. On the other hand, FDI and exports are causally related in both directions for all three economic models.

 
Contribution to the body of knowledge 
Results from empirical research on the connection between youth unemployment and foreign direct investment yield divergent results across countries and methodologies. While some studies report that FDI significantly reduces unemployment, others find insignificant or even positive relationships. This study reveal two major contributions to the knowledge: First,  most Nigerian studies focus on aggregate unemployment, neglecting youth unemployment as a distinct labour market challenge. Second, insufficient emphasis is placed on institutional and structural constraints that may weaken the transmission of foreign investment into employment creation.This study addresses these gaps by explicitly focusing  on youth unemployment in Nigeria, utilising updated data, and interpreting empirical findings through an institutional and absorptive capacity framework. 
  
3. RESEARCH DESIGNS 
The World Bank Development Indicators and the Central Bank of Nigeria  Statistical Bulletin spanning 1990–2023 provided the secondary data used in this study. 


3.1 Theoretical Framework 
The Keynesian theory of employment, which highlights the function of investment in promoting effective demand and employment, serves as the study's foundation. By increasing productive capacity and stimulating economic activity, foreign direct investment is anticipated to help create jobs in Nigeria. The theory is expanded to acknowledge, nevertheless, that the mechanism for the transmission of investments and jobs may be hampered by weak institutions, a lack of infrastructure, and a mismatch in skills. 


3.2 Model Specification 
Youth unemployment is modeled as a function of foreign direct investment and a few macroeconomic control factors, such as the currency rate, inflation, population growth, government spending, and the minimum wage, in accordance with earlier empirical research. With a few minor adjustments, the model utilized in this work is an adaption of the model described in Ahmad & Khan (2018). Because it incorporates variables that are comparable to those of interest and basic theoretical drivers of general unemployment, the model has been modified for this investigation. Ahmad and Khan's model can be expressed in the following functional form: 

UR = ̒ (POPG, FDI, INFL, WAGE, GEXP)(i). 
Where: 

UR =    Youth unemployment rate 
POPG = Population increase 
FDI = Foreign direct investment ( defined as net inflows expressed as a % of GDP). 
INFL: Inflation (Annual GDP Deflator) 
WAGE: Wage rate 
GEXP = government expenditure 
However, the model is modified as follows: 
UNEMP = (FDI, MINW, GEXP, POPG, EXCH, INFL) 
Where: 

UNEMP = Youth Unemployment Rate  
FDI = Foreign direct investment 
MIN.W – Minimum wage rate

GEXP---Government expenditure

POP – Population Growth

INFL – Inflation (GDP Deflator, Annual)

EXCH – Exchange Rate

The mathematical model that follows is derived from the functional form for this study: 
UNEMP = β0 + β1FDIt-1+β2MIN.W+ β3GEXP +β4NPOP t-1+β5EXCH t-1+β6INFL t-1

The general econometric/stochastic model that follows is derived from the functional form for this study: 
 UNEMP = β0 + β1FDIt-1+β2MIN.W+ β3GEXP + β4NPOP t-1+β5EXCH t-1+β6INFL t-1+ɛ 
where

 β0 is the constant or intercept 
β1-β6 = partial slope coefficients 

ɛ      =   Random disturbance/error term

3.3 Estimation Technique 
Annual time-series data from 2000 to 2024 are used in the study.  The Autoregressive Distributed Lag (ARDL) bounds testing approach is used to investigate both long-term and short-term associations because of the variables' mixed order of integration.

4 .1: RESULT PRESENTATION, ANALYSES AND DISCUSSION OF FINDINGS

Table 1 Descriptive Statistics

	
	UNEMP
	FDI
	EXCH
	INFL
	GEXP
	MINW
	POPG

	 Mean
	 9.873320
	 3.76E+09
	 270.0277
	 13.51234
	 1154.539
	 17560.00
	 2.589275

	 Median
	 9.673000
	 3.06E+09
	 157.3117
	 12.62000
	 883.8700
	 18000.00
	 2.651265

	 Maximum
	 12.58800
	 8.84E+09
	 1535.000
	 34.80000
	 3133.820
	 70000.00
	 2.764062

	 Minimum
	 5.841000
	-1.87E+08
	 101.6973
	 5.388008
	 239.4500
	 5500.000
	 2.238046

	 Std. Dev.
	 1.533737
	 2.58E+09
	 293.9320
	 5.741815
	 819.4595
	 14836.83
	 0.151908

	 Skewness
	-0.374617
	 0.578643
	 3.419414
	 1.959821
	 1.004387
	 1.776891
	-0.800602

	 Kurtosis
	 4.069331
	 2.230502
	 15.03373
	 8.650985
	 2.958643
	 7.110468
	 2.517834

	
	
	
	
	
	
	
	

	 Jarque-Bera
	 1.775853
	 2.011914
	 199.5628
	 49.26794
	 4.205086
	 30.75553
	 2.912853

	 Probability
	 0.411508
	 0.365694
	 0.000000
	 0.000000
	 0.122145
	 0.000000
	 0.233068

	
	
	
	
	
	
	
	

	 Sum
	 246.8330
	 9.40E+10
	 6750.691
	 337.8084
	 28863.47
	 439000.0
	 64.73187

	 Sum Sq. Dev.
	 56.45635
	 1.59E+20
	 2073504.
	 791.2426
	 16116334
	 5.28E+09
	 0.553826

	
	
	
	
	
	
	
	

	 Observations
	 25
	 25
	 25
	 25
	 25
	 25
	 25


Source: Researcher’s Computation using E-view 10
From the  descriptive statistics shown in the above table, each variable's mean, median, and mode are displayed under the measurements of central tendency. Dispersion is measured by the minimum, maximum, and standard deviation. The skewness values show that the FDI, exchange rate, inflation, government capital expenditure, and minimum wage statistics are positively skewed based on the normalcy measures. Since the kurtosis values are all smaller than 3, they show that the statistics on population growth, government spending, and foreign direct investment are platykurtic. However, because their kurtosis values are more than 3, the minimum wage, inflation, exchange rate, and young unemployment are all leptokurtic. Since  p-values of these variables are less than 0.05,  Jarque-Bera  p-values show that the exchange rate, inflation, and minimum wage were all normally distributed, with the exception of young unemployment, government spending, foreign direct investment, and population growth. The log-values of all the variables are used to solve the normalcy problem.


4.2 Stationarity Test
In this research work, because we are using time series, we need to know whether the variables are stationary or not. To prevent spurious regression, we use the augmented Dickey-Fuller test and the result is shown below. In this case, the hypothesis to be evaluated is: Reject H0 if the ADF statistic is higher.

Table 2- Summary of Unit root Test

	Variables
	ADF Test statistics
	Critical value 

@ 5%
	Order of integration

	unemp
	-5.928561
	-3.004861
	I(1)

	fdi
	-6.109089
	-2.998064
	I(1)

	exchr
	-3.332574
	-3.012363
	I(1)

	infl
	-5.540336
	-2.998064
	I(1)

	gexp
	-6.822495
	2.008064
	I(1)

	minw
	-3.673104
	-3.004861
	I(0)

	popg
	-3.747612
	-2.998064
	I(1)


Source: Authors’ Computation using Eviews 10

The findings in Table 2 demonstrate that while the minimum wage (MINW) is stationary at level state, indicating that it is a zero order variable, 1(0), other variables, including the youth unemployment rate (UNEMP), foreign direct investment (FDI), inflation rate (INFL), exchange rate (EXCHR), government expenditure (GEXP), and population growth (POPG), are stationary at order one 1(1). We tested for the presence of a long-term link because the variables are integrated at various orders of integration.

4. 3 Co-Integration Test
We then look for a long-run  link between the variables based on the findings of the unit root tests. Given that the model contains both 1(0) and 1(1) oreder of integration, the ARDL Bound test approach put out by Pesaran and Shin (1999) and Pesaran et al. (2001) is suitable.
Considering the null hypothesis:
H0=β2=β3=βk=0


Rule of decision: Reject H0, if the F-value is higher than the upper bound; accept H0, if it is lower than the lower bound, and if it is in the middle of the lower and upper bounds, it is inconclusive negative than the ADF critical value, that is, if the ADF's absolute value exceeds the selected critical value; if not, do not reject.

4.4. Cointegration Test Results

Table 3 Summary Result of the ARDL Bound Test

	F-Bounds Test
	Null Hypothesis: No levels relationship
	

	
	
	
	
	
	

	
	
	
	
	
	

	Test Statistic
	Value
	Signif.
	I(0)
	I(1)
	

	
	
	
	
	
	

	
	
	
	
	
	

	
	
	
	Asymptotic: n=1000
	
	

	F-statistic
	 2.919487
	10%  
	1.99
	2.94
	

	k
	6
	5%  
	2.27
	3.28
	

	
	
	2.5%  
	2.55
	3.61
	

	
	
	1%  
	2.88
	3.99
	

	
	
	
	
	
	

	Actual Sample Size
	23
	
	Finite Sample: n=35
	
	

	
	
	10%  
	2.254
	3.388
	

	
	
	5%  
	2.685
	3.96
	

	
	
	1%  
	3.713
	5.326
	

	
	
	
	
	
	

	
	
	
	Finite Sample: n=30
	
	

	
	
	10%  
	2.334
	3.515
	

	
	
	5%  
	2.794
	4.148
	

	
	
	1%  
	3.976
	5.691
	

	
	
	
	
	
	

	
	
	
	
	
	



Source: Researcher’s Computation using E-view 10

From the above ARDL bounds test, the result shows that foreign direct investment and youth unemployment in Nigeria do not have a consistent long-run relationship. This result implies that inflows of foreign investment have not resulted in long-term increases in youth employment. The result indicates that there is a long-run link between all the variables because the F-statistic (2.919487) is higher than the upper bound at the 5% level of significance.  To account for the short-run dynamics, we estimate an error-correction model, given that each model have a long-run link. 

Table 4 ARDL LONG-RUN ESTIMATES

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.   

	FDI
	1.68E-10
	1.92E-10
	0.872648
	0.4749

	EXCH
	-0.008019
	0.010571
	-0.758650
	0.5273

	INFL
	0.143363
	0.082906
	1.729211
	0.2259

	GEXP
	0.000254
	0.001455
	0.174827
	0.8773

	MINW
	6.11E-05
	3.50E-05
	1.745832
	0.2230

	POPG
	-12.14815
	4.687468
	-2.591623
	0.1222

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.   

	FDI
	1.68E-10
	1.92E-10
	0.872648
	0.4749

	EXCH
	-0.008019
	0.010571
	-0.758650
	0.5273

	INFL
	0.143363
	0.082906
	1.729211
	0.2259

	GEXP
	0.000254
	0.001455
	0.174827
	0.8773

	MINW
	6.11E-05
	3.50E-05
	1.745832
	0.2230

	POPG
	-12.14815
	4.687468
	-2.591623
	0.1222


Source: Author’s Computation using Eviews 10

Table 5-ARDL SHORT-RUN ESTIMATES

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.   

	
	
	
	
	

	
	
	
	
	

	D(FDI)
	-1.26E-10
	                      3.06E-11
	-4.120245
	0.0542

	D(EXCH)
	-0.003692
	0.001691
	-2.183182
	0.1607

	D(INFL)
	0.161827
	0.020979
	7.713826
	0.0164

	D(GEXP)
	0.000310
	0.000164
	1.886309
	0.1999

	D(MINW)
	4.71E-05
	1.46E-05
	3.239054
	0.0835

	D(POPG)
	4.892657
	1.683422
	2.906375
	0.1008

	CointEq(-1)*
	-1.918507
	0.187137
	-10.25190
	0.0094

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.988638
	    Mean dependent var
	-0.049478

	Adjusted R-squared
	0.972227
	    S.D. dependent var
	1.098446

	S.E. of regression
	0.183058
	    Akaike info criterion
	-0.278907

	Durbin-Watson stat
	2.750961
	    F-statistic
	18.60287
	

	
	
	
	
	


Source: Author’s Computation using Eviews 10

4.7 Evaluation Based on Economic A-priori expectation

Here, we proceed by checking the conformity of the independent variables to their a-priori expectations.

Table 6- Summary of Economic a-priori Expectation

	Variable
	Expected sign
	Observed sign
	Remark

	Foreign Direct Investment (FDI)
	Negative
	Negative
	Conforms

	Exchange rate (EXCHR)
	Positive
	Negative
	Does not conform

	Inflation rate (INFL)
	Negative
	Positive
	Does not Conform

	Population growth (POPG)
	Negative
	Positive
	Does not conform

	Minimum wage (MINW)
	Positive
	Postive
	Conforms

	Government expenditure (GEXP)
	Positive
	Positive
	Conforms


Source: Author’s Computation using Eviews 10

The short-run model's findings (table 6) show that different macroeconomic factors have different effects on youth unemployment, which reflects how sensitive the labor market is to changes in the economy and in policy. Additionally, it demonstrates that the negative and positive values of government spending, foreign direct investment, and the minimum wage all match economic a priori assumptions. However, population growth, inflation, and the exchange rate all deviate from economic a priori predictions. Additionally, a negative, smaller than 1, and statistically significant error-correction term of -1.918507 is shown by the short-run model. According to the value, almost 191.9 percent of the previous year's disequilibrium has been addressed this year. 
The long-run model's findings demonstrate that the exchange rate, inflation, and foreign direct investment do not match economic a priori predictions. Population growth, the minimum wage, and government spending all follow economic a priori predictions. It is possible to view the lack of a long-term correlation between FDI and youth unemployment as proof of the Nigerian economy's poor absorptive capacity. The ability for FDI to create jobs is constrained by elements like the prevalence of capital-intensive foreign investment, policy inconsistencies, infrastructure deficiencies, and skill mismatches. These results support structuralist claims that problems with unemployment in developing nations cannot be solved by foreign investment alone. 


4.8 The F-statistic 
Verifying the overall relevance of an estimated model is made easier with the use of the F-test. The following hypothesis is being tested: 
H0: There is no goodness of fit in the model. 
H1: The model fits data well. 
At the 5% threshold of significance, reject H0 if Fcal>Ftab (k-1, n-k). 
Here, V1 = k-1 and V2 = n-k: n (number of observations); k (number of parameters) + intercept V1 / V2 = 6-1 = 5 n-k = 25-6 = 19. 
Thus, F0.05(5,19) = 2.74 (From F-table) … … F-table comes from the F-table. 
According to the regression result, F-statistics = 18.60287 … … F-calculated 
The total regression's significance is summed up in the table below. 


Table 7 Summary of F-test

	F statistics
	F0.05(5,19)
	Conclusion

	18.60287
	2.74
	Statistically significant


Source: Author’s Computation using Eviews 10

Consequently, the study supports H1, which states that the model has goodness-of-fit and is statistically distinct from zero, and rejects H0 because the F-calculated > F-table. Stated differently, there exists a noteworthy correlation between the study's independent and dependent variables. 

4.9 ESTIMATION TEST POST 
(i) Normality Test: This study employed Jarque-Bera test . This test uses a chi-square distribution and calculates the skewness of the OLS residuals. 
Theory 
H0=μt=0 (the error term's residuals have a normal distribution) 
H1=μt−0 (the error term's residuals do not have a normal distribution) 
The normalcy assumption is not rejected, however the null hypothesis of normalcy is if the JB statistic is bigger than X20.05 with 2 df. Our Jarque-Bera statistic, derived from the test, is 4.028518. The statistical table indicates that X20.05 2df=5.99. At the 5% significance level, we do not reject the hypothesis of normalcy because 4.028518<5.99. Therefore, at the 5% level of significance, we deduce that our residual is normally distributed. 
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Fig. 2-  Jarque-Bera Test 
(ii) Heteroscedasticity Test 
This test's main goal is to determine whether or not each observation's error variance is constant. The calculated model may produce a biased result if the variance is not constant. This would be accomplished using the Breusch-Pagan-Godfrey heteroskedasticity test. We accept the null hypothesis and determine that homoscedasticity exists because the F-statistic (0.212049) is greater than 0.05. 


	List 1-Heteroskedasticity Test: Breusch-Pagan-Godfrey

	
	
	
	
	

	
	
	
	
	

	F-statistic
	0.212049
	    Prob. F(20,2)
	0.9790

	Obs*R-squared
	15.62936
	    Prob. Chi-Square(20)
	0.7393

	Scaled explained SS
	0.165337
	    Prob. Chi-Square(20)
	1.0000

	
	
	
	
	

	
	
	
	
	


Source: Author’s Computation using Eviews 10

(iii) Serial Correlation Test

This study applied  Breusch-Godfrey LM test to test for serial correlation errors.  
Table 8 Breusch-Godfrey Serial Correlation LM test

	F-statistics
	0.136384
	Prob F(1,20)
	0.7158

	Obs *R.squared
	0.149006
	 Prob.Chi-Square(1)
	0.6995


Source: Researcher’s Computation using Eviews 10

Since the p-value of the F-statistic is higher than the 5% significance level, the Breusch-Godfrey final correlation LM Test shows that there is no serial correlation. This suggests that null hypothesis is accepted, meaning that there is no serial connection in the model. 

5.CONCLUSION AND POLICY RECOMMENDATIONS

The following results are drawn from the analysis done for this study, which design to investigate the dynamics of unemployment in Nigeria and calculate the influence of the explanatory variables on youth unemployment: All of the explanatory factors—government spending, inflation, foreign direct investment, the minimum wage, population growth, and the exchange rate—have no lasting correlation with the dependent variable, the youth unemployment rate. In the short term, the a priori assumption is met by government spending, foreign direct investment, and the minimum wage rate, but not by the rate of inflation, population growth, or currency rate. 

In conclusion, in order to lower youth unemployment in the economy, the Nigerian government has used a number of policy management strategies over the years. Nevertheless, a number of macroeconomic factors have influenced the achievement of the chosen policy's goals in spite of all of this. However, Nigeria will quickly accomplish some of its macroeconomic goals concerning unemployment if the appropriate authorities embrace and vigorously follow some of the proposals made in this paper. 

In light of the study's conclusions, the following suggestions are offered: 
Given that there is no statistically significant correlation between foreign direct investment and youth unemployment in Nigeria, we advise policymakers to develop and execute policies that increase foreign direct investment in the country's domestic economy. This can be accomplished by deregulating, stabilizing the currency rate, protecting people and property, and making it easier to conduct business by offering services like finance and energy. Foreigners would be encouraged to participate in the home economy since it would be easier to predict the stability of the economy, business risks, and economic uncertainties. They would also be reassured that their investments would be safe in Nigeria. Additionally, the government should implement labor-absorbing FDI policies and make sure that FDI is directed toward labor-intensive industries like manufacturing, agriculture, and information, communication, and technology (ICT) that have a high ability to absorb labor. 
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