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Abstract
Foreign capital inflows have become indispensable instruments for stimulating economic activity, especially in Nigeria where domestic savings are inadequate to meet investment needs. Among the most prominent forms of these inflows are foreign direct investment (FDI), foreign portfolio investment (FPI), and diaspora remittances. These capital inflows are widely recognized for their potential to enhance GDP growth, reduce poverty, and generate employment by augmenting domestic investment, deepening financial markets, and increasing household income. However, the extent to which these inflows have effectively improved economic performance in Nigeria remains highly debated and empirically inconclusive. This study therefore examined the effect of foreign capital flows on economic performance in Nigeria.
[bookmark: _GoBack]This study employed ex post facto research design to examine the effect of foreign capital flows on economic performance in Nigeria. The scope of this study span 1998 to 2024. Time series data were obtained from World Development Indicators (WDI). Descriptive and inferential (Error correction mechanism (ECM) were used to analyse data at 5 per cent level of significance. 
ECM analysis results showed that foreign capital inflows exert negative and significant effects on poverty gap (Adj. R2 = 0.94; (F (6,22) = 19.04, P = 0.0000. Specifically, POV (-1) had negative and significant effect on POV (α1 = 0. 96; ECM = -27; p < 0.05); foreign capital inflows exert significant effect on GDP (Adj. R2 = 0.66; (F (6,22) = 3.66, p < 0.05). Specifically, FDI (-2) had positive and significant effect on GDP (φ = 3.75; ECM = -24; p < 0.05); foreign capital inflows exert negative and significant effect on unemployment (Adj. R2  = 0.66; (F (6,22) = 8.0, p <  0.05).. Specifically, FPI (-1) had negative and significant effect on unemployment (β = -3.71; ECM = -65; p < 0.05). 
The study concludes that foreign capital flows exert significant effect on economic performance in Nigeria in the period under study. It is therefore recommended that Government should prioritize policies that attract and retain foreign direct investment in sectors with high employment and value-addition potential. Government and financial institutions should promote diaspora investment schemes, matched funding programs, and financial inclusion initiatives that encourage remittances to support entrepreneurship and small-scale enterprise development.
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1.0 Introduction
Economic performance reflects how efficiently an economy mobilizes and utilizes resources to achieve growth, improved welfare, and macroeconomic stability. It is commonly measured using indicators such as GDP growth, GDP per capita, employment, poverty reduction, and stability. In developing economies like Nigeria, achieving sustained economic performance remains a major policy priority due to persistent challenges including unemployment, low industrial productivity, poverty, and infrastructural deficits. Foreign capital flows—comprising foreign direct investment (FDI), foreign portfolio investment (FPI), and diaspora remittances—are considered vital sources of external finance that can complement domestic savings, stimulate investment, and enhance productivity. However, despite significant inflows over time, Nigeria’s economic performance has remained unstable, raising concerns about the effectiveness and transmission mechanisms of these flows.
At the global level, foreign capital flows play a critical role in shaping economic outcomes, especially in economies experiencing savings–investment gaps. Classical and neoclassical theories suggest that such inflows promote growth through capital accumulation, technology transfer, and improved productivity. In contrast, dependency and structuralist theories warn that overreliance on foreign capital can expose economies to external shocks, profit repatriation, and instability. Empirical evidence globally remains mixed: FDI is generally associated with positive long-term growth effects due to its stability and spillover benefits, while FPI is more volatile and can destabilize economies during financial shocks. Diaspora remittances are often viewed as stable and countercyclical, supporting household consumption, human capital development, and poverty reduction. These contrasting dynamics highlight the complex relationship between foreign capital flows and economic performance.
The composition of foreign capital flows significantly influences their developmental impact. FDI is typically linked to productive investment, employment generation, and technology transfer, particularly when directed toward sectors like manufacturing and infrastructure. FPI, on the other hand, contributes to financial market development and liquidity but is often criticized for its speculative nature and susceptibility to sudden reversals. Diaspora remittances differ in that they are driven largely by familial and social motives, making them more stable than other flows. However, their impact on long-term growth depends on whether they are channeled into productive investments rather than consumption. The effectiveness of all these flows is highly dependent on factors such as institutional quality, macroeconomic stability, and the absorptive capacity of the recipient country.
In the American context, particularly in the United States and Latin America, foreign capital flows have historically shaped economic performance in different ways. The United States has benefited from strong institutions and deep financial markets, enabling FDI and portfolio inflows to drive innovation, productivity, and economic growth. In contrast, many Latin American economies have experienced volatility due to heavy reliance on short-term portfolio flows, leading to boom–bust cycles, exchange rate instability, and financial crises. Evidence from this region suggests that while FDI tends to promote stable growth, excessive dependence on FPI without adequate regulation can undermine macroeconomic stability.
Diaspora remittances also play a significant role in the Americas, particularly in Central and South America, where they support household consumption, education, and healthcare. These inflows help smooth income fluctuations and reduce poverty, thereby contributing indirectly to economic performance. However, some studies argue that remittances may discourage labor force participation or be used primarily for consumption rather than productive investment. This underscores the idea that the impact of foreign capital flows is context-specific and influenced by structural and policy conditions.
In Africa, foreign capital flows are essential for addressing chronic financing gaps and promoting economic development. Many African countries face limited domestic savings, weak industrial capacity, and significant infrastructural deficits, making external capital inflows crucial. FDI in Africa is often concentrated in extractive industries, infrastructure, and telecommunications, with varying implications for growth. While some countries have successfully leveraged FDI for development, others have experienced limited benefits due to enclave investment patterns and profit repatriation. Portfolio investment in Africa remains relatively small but highly volatile, often influenced by global financial conditions rather than domestic fundamentals. In contrast, diaspora remittances have emerged as one of the most stable and significant sources of external finance, frequently surpassing official development assistance and, in some cases, FDI.
Empirical evidence from Africa shows mixed results regarding the impact of foreign capital flows on economic performance. FDI can enhance growth when supported by strong institutions and human capital, but its benefits may be limited in weak policy environments. Remittances are generally associated with poverty reduction and improved welfare, though their contribution to long-term growth depends on productive utilization. Portfolio flows can aid financial development but often introduce macroeconomic instability in the absence of effective regulation.
Within Sub-Saharan Africa, the relationship between foreign capital flows and economic performance is further complicated by structural vulnerabilities such as commodity dependence, shallow financial systems, and limited economic diversification. FDI in the region is often resource-seeking, with weak linkages to domestic industries, limiting its broader developmental impact. Portfolio flows are highly sensitive to global financial cycles, contributing to exchange rate volatility and capital flight. However, remittances have proven resilient, playing a critical role in supporting household welfare, foreign exchange supply, and balance-of-payments stability.
Empirical studies in Sub-Saharan Africa reveal that the effects of foreign capital flows are heterogeneous across countries and time periods. While some studies report positive contributions of FDI and remittances to growth, others highlight risks such as external vulnerability, capital flight, and weak absorptive capacity. The effectiveness of these flows largely depends on institutional quality, financial sector development, and consistent policy frameworks. This variability emphasizes the importance of country-specific analysis, particularly for large and complex economies like Nigeria.
Despite the expanding body of literature, important gaps remain in understanding the combined effects of FDI, FPI, and diaspora remittances on Nigeria’s economic performance. Many studies focus on individual components of capital inflows, ignoring potential interactions and substitution effects among them. Additionally, some analyses rely on narrow measures of economic performance, overlooking broader dimensions such as welfare and macroeconomic stability. Given evolving global financial conditions, changing migration patterns, and ongoing domestic reforms, there is a strong need for updated and comprehensive empirical studies to better understand how foreign capital flows influence economic performance in Nigeria.
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1.1 Objectives of the Study
i. evaluate the effect of foreign capital flows on poverty reduction in Nigeria.
ii. assess the impact of foreign capital flows on GDP in Nigeria.
iii. determine the influence of foreign capital flows on unemployment in Nigeria.
1.2 Research Questions
i. What is the effect of foreign capital flows on poverty reduction in Nigeria?
ii. How do foreign capital flows influence GDP in Nigeria?
iii. What is the impact of foreign capital flows on unemployment levels in Nigeria?
1.3 Research Hypotheses
i. H₀₁: Foreign capital flows have no significant effect on poverty reduction in Nigeria.
ii. H₀₂: Foreign capital flows do not have a significant impact on GDP in Nigeria.
iii. H₀₃: Foreign capital flows have no significant influence on unemployment levels in Nigeria.


2.2	Theoretical Review									
2.2.1	The Investment Diversion Theory	
The Investment Diversion Theory is commonly attributed to the works of Stephen Hymer (1960, 1976), one of the earliest scholars to critically analyze the nature and effects of multinational corporations (MNCs) and their investments in host economies. Hymer’s doctoral thesis laid the foundation for understanding how FDI operates beyond the traditional neoclassical frameworks of capital movement. He argued that FDI is motivated not merely by interest rate differentials but by the pursuit of control and market power (Hymer, 1976). From this perspective, investment diversion occurs when foreign enterprises displace or suppress domestic firms, limiting indigenous capital formation. The Investment Diversion Theory posits that instead of complementing domestic savings and investment, FDI may divert resources in ways that hinder long-term national development.
2.2.2	Lucas Paradox Capital Flight theory
The Lucas Paradox was propounded by Robert E. Lucas Jr. (1990) in his seminal article “Why Doesn’t Capital Flow from Rich to Poor Countries?” published in the American Economic Review. Lucas, a Nobel Prize-winning economist, challenged the neoclassical expectation that capital should naturally flow from developed to developing countries due to higher marginal returns in the latter. Instead, empirical observation showed the opposite: capital often flows “uphill” from poor to rich economies, manifesting as capital flight from developing nations.
2.3	Theoretical Framework
The theoretical foundation for understanding this nexus can be anchored on the Lucas Paradox Capital Flight theory, which interrogates why capital does not flow from rich to poor countries despite the predictions of neoclassical economic models. Robert Lucas (1990), in his seminal work, argued that developing economies, by virtue of their lower capital-to-labor ratios, should attract more foreign capital due to higher marginal returns on investment. According to the neoclassical growth framework, poorer countries with scarce capital ought to experience significant inflows, thereby spurring economic growth, employment creation, and poverty reduction. However, Lucas paradoxically observed that capital tended to flow in the opposite direction towards developed economies with relatively abundant capital resources




2.4 Empirical Review
Adeleye et al. (2021) examined the impact of FDI and remittances on Nigeria’s economic growth (1980–2019) using OLS after stationarity tests. Findings showed FDI had a negative relationship with growth, while remittances had a positive and significant effect. The study concluded that FDI did not enhance growth as expected, whereas remittances supported economic development. Eguru et al. (2022) analyzed foreign capital inflows and growth in Nigeria (1986–2020) using ARDL. FDI, FPI, and foreign aid positively influenced GDP per capita, while external debt and exchange rate had negative effects. FPI, FA, and EXR were significant, highlighting the importance of capital inflows and exchange rate management. Urama et al. (2022) applied ARDL to data (1981–2020) to assess foreign capital inflows and RGDP. FDI, gross fixed capital formation, and remittances significantly enhanced growth. FDI improved productivity, capital formation boosted infrastructure, and remittances supported income and demand, promoting economic development. Ali et al. (2022) used system GMM on 65 developing countries (1984–2014) to assess capital flows and human development. FDI and FPI negatively affected income and education, while remittances improved most indicators. Institutional quality enhanced outcomes but did not fully offset negative effects of some capital flows. Wang et al. (2023) used panel threshold estimation across 67 countries to examine FDI and emissions. At low GDP per capita, FDI increased emissions; at higher income levels, the effect declined and became negative. The threshold was GDP per capita of USD 541.87, reflecting improved regulation and technology. Wokekoro et al. (2024) employed ARDL (1990–2023) to assess foreign inflows and Nigeria’s misery index. FDI, FPI, and remittances significantly reduced the misery index, with remittances and FDI having the strongest impact on alleviating societal hardship. Atakpa et al. (2024) used ARDL to examine foreign inflows and growth in Nigeria. FDI, remittances, ODA, and external debt positively affected growth in both short and long run, emphasizing the importance of capital inflows and institutional quality. Ele et al. (2024) analyzed foreign capital flows and manufacturing output using regression and Granger causality. Inflows and outflows positively affected output, while net flows were negative. Causality ran from inflows to output, and bidirectionally between outflows and output. Briggs et al. (2025) applied ARDL to assess FDI, remittances, and debt on HDI. FDI and remittances improved human development, while multilateral debt reduced it due to debt burden and inefficiencies. The study emphasized productive investment and reduced reliance on debt. Abdulhadi and Titus (2025) used ECM and causality tests (1986–2018) to examine capital flows and HDI. FPI, foreign aid, and bilateral loans improved development, while FDI and multilateral loans had negative effects due to weak linkages and debt burden. Udeh et al. (2025) reviewed FDI’s role in growth through technology, capital, and human development. Findings showed FDI promotes growth but depends on institutional quality and absorptive capacity, indicating a context-dependent relationship. Olowookere et al. (2020) used FMOLS and causality (1990–2019) to examine capital inflows and poverty. A long-run relationship existed, with FDI, FPI, and remittances reducing poverty. Causality ran from poverty reduction to capital inflows, with feedback effects for remittances. Udude et al. (2021) applied Johansen and VECM (1981–2018). FDI reduced poverty in the long run but was insignificant in the short run. Exchange rate and government spending increased poverty, while employment reduced it. Musakwa et al. (2021) used ARDL (Vietnam, 1990–2018). FDI reduced poverty (consumption measure) but increased it in the short run under other proxies. External debt reduced poverty in the short run and partly in the long run. Hanim (2021) used regression models (Indonesia) and found FDI boosted growth, and growth reduced poverty. The interaction between growth and reduced inequality had a stronger poverty-reducing effect. Ewubare and Okpoi (2021) used ARDL to assess remittances and poverty. Inward remittances reduced poverty in the short run but increased it in the long run. Other variables showed mixed or insignificant long-run effects. Sikandar et al. (2021) used panel techniques and found FDI, remittances, agricultural exports, and aid reduced poverty and improved agriculture through global integration. Madueekwe et al. (2022) applied ARDL (1985–2020). FDI reduced poverty, confirming a long-run relationship. Domestic investment also significantly influenced poverty reduction. Shastri et al. (2022) found portfolio equity reduced poverty, while FDI and debt inflows were insignificant. Equity inflows worked indirectly via growth and trade openness. Khalid (2023) used panel analysis and found foreign inflows improved agriculture, health, and education, thereby reducing poverty and promoting growth in West Africa. Githaiga and Kilong’ (2023) used GMM on 34 SSA countries. FDI, remittances, and institutional quality improved human capital, while ODA had negative effects. Institutions enhanced FDI and remittance outcomes. Ogboi et al. (2023) used panel OLS (1990–2020). Remittances reduced poverty in high- and medium-recipient countries but had weak overall significance due to structural and institutional limitations. Okpara et al. (2025) used Wald causality and found bidirectional causality between FPI and growth, with positive long-run relationships supported by domestic savings and interest rates. Samuel et al. (2024) used PARDL and found remittances and growth reduced poverty in the long run but increased it in the short run. About 31% of disequilibrium adjusts annually. Ewubare and Chioma (2024) used ARDL (1987–2022). EXR, FDI, and debt reduced poverty in the long run, while ODA was insignificant. All variables affected poverty in the short run. Brigs et al. (2025) found FDI and remittances improved human development, while multilateral debt reduced it, reinforcing the need for prudent debt management. Nyeche and Odungweru (2025) used ECM and found FDI and portfolio investment reduced multidimensional poverty, while institutional and commercial loans increased it. Nwikina et al. (2024) investigated the relationship between cross-border capital flows and unemployment in Nigeria using data from the World Bank and Central Bank of Nigeria, applying the ARDL model after confirming mixed integration orders with the ADF test. The bound test revealed no long-run relationship between cross-border capital flows and unemployment. In the short run, foreign direct investment and external reserves significantly reduced unemployment, while remittances increased it significantly, and foreign portfolio investment and external debt service showed positive but insignificant effects.  Okoli and Okeke (2024) examined the impact of foreign direct investment (FDI) on urban and rural unemployment in Nigeria from 1990 to 2020 using the Dynamic Ordinary Least Squares (DOLS) technique, grounded in Keynesian theory. The findings showed that FDI had a statistically significant effect on aggregate and urban unemployment, indicating its role in promoting job creation in urban areas. However, FDI had no significant impact on rural unemployment due to structural challenges such as poor infrastructure, low industrialization, and weak integration into foreign investment channels. Ikani (2024) analyzed the effects of foreign direct investment (FDI) in West Africa using Pooled Mean Group (PMG) and fixed effects models to capture both short-run dynamics and long-run relationships. The results showed that FDI had an insignificant positive effect on economic growth in the long run but a significant negative impact in the short run, indicating adjustment challenges. However, FDI consistently reduced unemployment in both the short and long run, highlighting its role in job creation despite weak long-term growth effects.  Azebi (2025) examined the impact of foreign capital inflows on unemployment in Nigeria from 1986 to 2022 using the ARDL Bounds testing approach and an Error Correction Model after confirming mixed integration orders with the ADF test. The results established a long-run relationship between foreign capital inflows, trade balance, and unemployment. However, only foreign portfolio investment significantly reduced unemployment, while foreign direct investment, remittances, and trade balance had positive but insignificant effects. Kocaman (2025) analyzed the symmetric and asymmetric effects of foreign direct investment (FDI) on unemployment in Türkiye from 1988 to 2020 using ARDL, NARDL, and asymmetric causality tests. The findings showed that increases in FDI reduced unemployment while decreases in FDI increased unemployment, with NARDL confirming a long-run relationship and consistent asymmetric effects.

3.1 Research Design
This study adopted an ex-post facto research design to examine the relationship between foreign capital flows and economic performance by analyzing historical data after the events had occurred. It did not manipulate variables but instead investigated patterns, associations, and causal inferences based on observed data (Gujarati & Porter, 2020). This approach was suitable for studying economic phenomena such as foreign direct investment, remittances, and their effects on indicators such as GDP, poverty, and unemployment.
3.2 Source and Type of Data
The study obtained data from the World Development Indicators (WDI) published by the World Bank, which provided reliable and globally comparable statistics on foreign capital flows and economic performance. This data was used as a secondary source since it had been originally collected by official agencies and compiled for research purposes
3.3 Model specifications
3.3.1 Model to examine how foreign capital flows affected gross domestic product per capital in Nigeria 
In order to examine how foreign capital flows affected gross domestic product growth in Nigeria, we model the study of Ozigbu (2020). The functional model to examine the effect of foreign capital flows on gross domestic product per capital (GDPG) in Nigeria is specified as:
Long-run (Cointegrating) Model
GDPGt = ϕ0 + ϕ1FDIt + ϕ2FPIt + ϕ3REMt + μt                                                        ( 3.1)
Assuming GDPG, FDI, FPI and REM are cointegrated, 
the residual term μt\ represents deviations from long-run equilibrium
Error Correction Term (ECT
ECTt−1 ​= GDPGt−1​ − ϕ0​ − ϕ1​FDIt−1​ − ϕ2​FPIt−1 ​− ϕ3​REMt−1​                                 (3.2)

Error Correction Model (ECM)
ΔGDPGt ​= α0​ + I = 1∑​α1​ΔGDPGt−i​ + I = 0∑α2​ΔFDIt−i​ + I = 0∑​α3​ΔFPIt−i​ + I = 0∑​α4​ΔREMt−i​ + λECTt−1​ + εt​                                                                                   (3.3)
Expected Signs and Interpretation
Δ denotes first differences, capturing short-run dynamics.
ECTt−1ECT_{t-1} ECTt−1​ measures the speed of adjustment to long-run equilibrium.
λ<0\lambda < 0λ<0 and statistically significant implies convergence to equilibrium.
Coefficients on differenced variables represent short-run impacts of foreign capital flows on economic growth.

	
3.6.2 Model to assess how foreign capital flows affected poverty in Nigeria
To empirically assess how foreign capital flows affected poverty in Nigeria, this study adopts the model of Olowookere et al. (2020) that captures the dynamic relationship between foreign capital flows and poverty rate over time.
The functional model to examine the effect of foreign capital flows on poverty growth (POV) in Nigeria/
POVGt = f (FDI, FPI, REM)                                                                            (3.4)
Model 3.4 is transformed into econometric model to capture the elasticity of poverty rate with respect to foreign capital flows, thereby improving the interpretability and statistical reliability of the regression results
Long-run (Cointegrating) Model
POVGt = α0 + α1FDIt + α2FPIt + α3REMt + µt                                                                (3.5)                                  
If the variables are cointegrated, the error term μt captures deviations from long-run equilibrium.
Error Correction Term (ECT)
ECTt−1​= POVGt−1​ − α0​ − α1​FDIt−1​−α2​FPIt−1​−α3​REMt−1​                                                      (3.6)
Error Correction Model (ECM)
ΔPOVGt​ = β0​ + I = 1∑​β1​ΔPOVGt−i​ + I = 0∑​β2​ΔFDIt−i​ + I = 0∑β3​ΔFPIt−i​ + I = 0∑​β4​ΔREMt−i​ + λECTt−1​ + εt​                                                                                                                                                                                    (3.7)
Δ denotes first differences, capturing short-run effects.
ECTt−1ECT_{t-1} ECTt−1​ measure adjustment toward long-run poverty equilibrium.
 λ is expected to be negative and statistically significant, implying convergence.
Short-run coefficients show how changes in FDI, FPI, and remittances affect poverty growth.

3.6.3 Model to investigate how foreign capital flows affected unemployment in Nigeria 
To empirically investigate, how foreign capital flows affected unemployment in Nigeria this study adopts the model of Anthony-Orji1 et al. (2018) that captures the dynamic relationship between foreign capital flows and unemployment over time. 
UNEt = f (FDI, FPI, REM)                                                                    (3.5)
Model 3.5 is transformed into econometric model to capture the elasticity of unemployment with respect to foreign capital flows, thereby improving the interpretability and statistical reliability of the regression results
Long-run (Cointegrating) Model
UNEt = β0 + β0FDIt + β0FPIt + β0REMt + µt                                     (3.6) 
Error Correction Term (ECT)
ECTt−1​ = UNEt−1​ − β0​ − β1​FDIt−1 ​− β2​FPIt−1​ − β3​REMt−1​                        (3.7)
Error Correction Model (ECM)
ΔUNEt​ = γ0 ​+ I = 1∑γ1​ΔUNEt−I ​+ I = 0∑​γ2​ΔFDIt−i​ + I = 0∑​γ3​ΔFPIt−i​ + I = 0∑​γ4​ΔREMt−i​ + λECTt−1  ​+ εt​
                                                                                                                (3.8)
Results 
4.1.1 Descriptive Analysis 
The descriptive analysis presents a summary of the key characteristics of the study variables, providing an initial understanding of the data. Measures such as the mean, minimum and maximum values, and standard deviation are used to explain the central tendency, dispersion, and overall distribution of the variables. The results highlight observable trends and variations, indicating the extent to which the variables differ over time or across observations. This analysis also helps to identify possible outliers and data consistency issues, thereby ensuring the reliability of subsequent analyses. Overall, the descriptive statistics provide a useful foundation for interpreting relationships among variables and for conducting further correlation and inferential analyses.

Table 1 Descriptive statistics of objective one
	
	POVG
	REM
	FDI
	FPI

	 Mean
	 14.72037
	 4.258519
	 1.363704
	 3.857037

	 Median
	 12.85000
	 4.500000
	 1.370000
	 3.790000

	 Maximum
	 27.43000
	 8.310000
	 2.930000
	 5.630000

	 Minimum
	 9.000000
	 0.820000
	-0.040000
	 0.560000

	 Std. Dev.
	 6.362316
	 2.112510
	 0.776541
	 1.087834

	 Skewness
	 1.220196
	-0.229271
	 0.287867
	-1.530230

	 Kurtosis
	 2.964529
	 2.008897
	 2.195102
	 6.460577

	 Jarque-Bera
	 6.701363
	 1.341614
	 1.101748
	 24.00976

	 Probability
	 0.035060
	 0.511296
	 0.576446
	 0.000006

	 Observations
	 27
	 27
	 27
	 27


Source: Author’s Computation from E-Views, 2025
The descriptive statistics indicate notable variations in poverty growth (POVG), remittances (REM), foreign direct investment (FDI), and foreign portfolio investment (FPI) over the period studied. POVG has a relatively high mean of 14.72, with wide dispersion (standard deviation of 6.36), suggesting substantial fluctuations in poverty growth. Its positive skewness and significant Jarque–Bera probability imply non-normal distribution and the presence of extreme values. REM records a moderate mean of 4.26 and relatively low variability, indicating more stability over time, while its near-zero skewness and insignificant Jarque–Bera statistic suggest approximate normality. FDI shows a low mean of 1.36 with moderate dispersion and slight positive skewness, reflecting generally low but variable inflows, including occasional negative values. In contrast, FPI has a higher mean of 3.86 but displays high kurtosis and strong negative skewness, indicating extreme volatility and frequent sharp movements. Overall, the results reveal greater instability in poverty growth and portfolio flows compared to remittances and FDI
Table 2: Descriptive Statistics of Objective Two 

	
	GDPG
	REM
	FDI
	FPI

	 Mean
	 4.712593
	 4.258519
	 1.363704
	 3.857037

	 Median
	 5.010000
	 4.500000
	 1.370000
	 3.790000

	 Maximum
	 15.32000
	 8.310000
	 2.930000
	 5.630000

	 Minimum
	-1.800000
	 0.820000
	-0.040000
	 0.560000

	 Std. Dev.
	 3.563236
	 2.112510
	 0.776541
	 1.087834

	 Skewness
	 0.590602
	-0.229271
	 0.287867
	-1.530230

	 Kurtosis
	 4.341701
	 2.008897
	 2.195102
	 6.460577

	 Jarque-Bera
	 3.594830
	 1.341614
	 1.101748
	 24.00976

	 Probability
	 0.165727
	 0.511296
	 0.576446
	 0.000006

	 Observations
	 27
	 27
	 27
	 27


Source: Author’s Computation from E-Views, 2025
The descriptive statistics show that economic growth (GDPG) recorded an average growth rate of 4.71, indicating moderate economic performance over the study period, though with noticeable fluctuations as reflected by a standard deviation of 3.56 and a minimum value of –1.80. The positive skewness and moderate kurtosis suggest occasional periods of high growth. Remittances (REM) have a mean of 4.26 with relatively low dispersion, indicating stable inflows, while the insignificant Jarque–Bera statistic suggests that remittances are approximately normally distributed. Foreign direct investment (FDI) records a low mean of 1.36 with moderate variability, reflecting generally modest and sometimes negative inflows. Its distribution also appears normal based on the Jarque–Bera probability. In contrast, foreign portfolio investment (FPI) shows a relatively higher mean of 3.86 but exhibits strong negative skewness and high kurtosis, indicating high volatility and the presence of extreme values. Overall, GDP growth and capital flows display varying degrees of stability and volatility.
Table 3: Descriptive Statistics of Objective Three 
	
	UNE
	REM
	FDI
	FPI

	 Mean
	 39.74667
	 4.258519
	 1.363704
	 3.857037

	 Median
	 35.90000
	 4.500000
	 1.370000
	 3.790000

	 Maximum
	 51.00000
	 8.310000
	 2.930000
	 5.630000

	 Minimum
	 35.10000
	 0.820000
	-0.040000
	 0.560000

	 Std. Dev.
	 4.852262
	 2.112510
	 0.776541
	 1.087834

	 Skewness
	 0.474257
	-0.229271
	 0.287867
	-1.530230

	 Kurtosis
	 1.925767
	 2.008897
	 2.195102
	 6.460577

	 Jarque-Bera
	 2.310362
	 1.341614
	 1.101748
	 24.00976

	 Probability
	 0.315001
	 0.511296
	 0.576446
	 0.000006

	 Observations
	 27
	 27
	 27
	 27


Source: Author’s Computation from E-Views, 2025
The descriptive statistics indicate that unemployment (UNE) recorded a high mean value of 39.75, reflecting persistently elevated unemployment levels over the study period. The relatively low standard deviation of 4.85 suggests moderate variability, while the positive skewness implies occasional increases beyond the average rate. The Jarque–Bera probability shows that unemployment is approximately normally distributed. Remittances (REM) have a mean of 4.26 and display relatively low dispersion, indicating stable inflows, with their distribution also approximating normality. Foreign direct investment (FDI) records a low mean of 1.36 with moderate variability, reflecting generally weak and sometimes negative inflows during the period. Its distribution appears normal based on the Jarque–Bera statistic. In contrast, foreign portfolio investment (FPI) has a higher mean of 3.86 but exhibits strong negative skewness and high kurtosis, indicating significant volatility and the presence of extreme values. Overall, the results suggest that unemployment remained structurally high despite relatively stable remittances and modest foreign capital inflows
4.1.2	Correlation Analysis
The correlation analysis examines the strength and direction of relationships among the study variables. It reveals whether associations are positive or negative and highlights the degree of interdependence between variables, thereby providing preliminary insights into how changes in one variable are related to changes in others.


Table 4: Correlation Analysis Result of Objective One 

	
	POVG
	REM
	FDI
	FPI

	POVG
	 1.000000
	
	
	

	REM
	-0.671355
	 1.000000
	
	

	FDI
	 0.016718
	 0.212239
	 1.000000
	

	FPI
	-0.104371
	-0.052012
	-0.036934
	 1.000000


Source: Author’s Computation from E-Views, 2025
The correlation results show a strong negative relationship between poverty growth (POVG) and remittances (REM), suggesting that increased remittance inflows are associated with reductions in poverty growth. POVG has a very weak positive correlation with foreign direct investment (FDI) and a weak negative correlation with foreign portfolio investment (FPI), indicating minimal influence of these capital flows on poverty growth. Remittances exhibit a weak positive relationship with FDI, implying some complementary movement, while their relationship with FPI is weakly negative. The correlation between FDI and FPI is also weak and negative, suggesting limited interaction between the two forms of foreign capital. Overall, remittances appear more closely linked to poverty outcomes than FDI and FPI


Table 5: Correlation Analysis Result of Objective Two

	
	GDPG
	REM
	FDI
	FPI

	GDPG
	 1.000000
	-0.142082
	 0.555238
	-0.267427

	REM
	-0.142082
	 1.000000
	 0.212239
	-0.052012

	FDI
	 0.555238
	 0.212239
	 1.000000
	-0.036934

	FPI
	-0.267427
	-0.052012
	-0.036934
	 1.000000


Source: Author’s Computation from E-Views, 2025
The correlation matrix indicates a moderate positive relationship between economic growth (GDPG) and foreign direct investment (FDI), suggesting that higher FDI inflows are associated with improved economic growth. GDPG shows a weak negative correlation with remittances (REM) and foreign portfolio investment (FPI), implying limited and possibly indirect growth effects from these flows. Remittances are weakly and positively related to FDI, indicating some degree of complementarity between the two capital inflows. The relationship between FDI and FPI is weak and negative, suggesting that portfolio flows do not necessarily move in tandem with direct investment. Overall, the results highlight FDI as the foreign capital flow most closely associated with economic growth
Table 6: Correlation Analysis Result of Objective Three 

	
	UNE
	REM
	FDI
	FPI

	UNE
	 1.000000
	-0.342984
	 0.267159
	-0.301737

	REM
	-0.342984
	 1.000000
	 0.212239
	-0.052012

	FDI
	 0.267159
	 0.212239
	 1.000000
	-0.036934

	FPI
	-0.301737
	-0.052012
	-0.036934
	 1.000000


Source: Author’s Computation from E-Views, 2025
The correlation results show that unemployment (UNE) has a moderate negative relationship with remittances (REM), indicating that higher remittance inflows are associated with lower unemployment levels. UNE exhibits a weak positive correlation with foreign direct investment (FDI), suggesting a slight tendency for FDI to coincide with higher unemployment, possibly due to capital-intensive investments. The negative correlation between UNE and foreign portfolio investment (FPI) implies that increased portfolio inflows may slightly reduce unemployment. Remittances and FDI are weakly positively correlated, while REM and FPI show a negligible negative relationship. Overall, remittances appear most effective in reducing unemployment, whereas FDI and FPI have limited influence.
4.2 Inferential Analysis 
The inferential analysis tests the study’s hypotheses to determine the statistical significance and strength of relationships among variables. By applying appropriate econometric techniques, it enables generalization from the sample to the population, identifies causal links, and provides evidence-based conclusions that support or refute theoretical expectations
Unit Root Test 
The unit root test examines the stationarity of the time series data to ensure reliable regression results. It determines whether variables have a constant mean and variance over time, helping to avoid spurious relationships. Only stationary series are suitable for meaningful correlation and causality analysis in the study

[bookmark: _Hlk201870538]Table 7: Unit Root Result 
	Variables
	@level
	@first difference
	Remark

	Remittance
	-2.1310
	-4.8440
	I (1)

	FDI
	-1.1914
	-8.2412
	I (1)

	FPI
	-3.4813
	       -
	I (0)

	POVG
	-2.2423
	       -
	I (0)

	GDPG
	-2.6092
	-4.0495
	I (1)

	UNE
	-2.5022
	-4.2807
	I (1)


Source: Author’s Computation from E-Views, 2025
The unit root test results indicate that remittance, FDI, GDP growth (GDPG), and unemployment (UNE) are non-stationary at level but become stationary after first differencing, classifying them as I (1). In contrast, foreign portfolio investment (FPI) and poverty growth (POVG) are stationary at level, denoted I (0). This implies that while some variables require differencing to achieve stationarity, others are inherently stable, guiding the appropriate econometric approach, such as using ARDL or differenced regression models for reliable inference.
Cointegration Analysis of Objective One
The Johansen cointegration test examines whether a long-run equilibrium relationship exists among non-stationary variables integrated of order one, I(1). By analyzing trace and maximum eigenvalues, the test identifies the number of cointegrating vectors, indicating whether variables move together over time despite short-term fluctuations. A significant cointegration result implies that despite short-term deviations, the variables share a stable long-term relationship, justifying the use of error correction models or other long-run estimations in the analysis.
Table 8: Johansen Cointegration Analysis of Objective One
	Series: POVG REM FPI FDI 
	
	

	Lags interval (in first differences): 1 to 1
	

	Unrestricted Cointegration Rank Test (Trace)
	

	Hypothesized
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	None *
	 0.700463
	 66.54327
	 47.85613
	 0.0004

	At most 1 *
	 0.575138
	 36.40531
	 29.79707
	 0.0075

	At most 2
	 0.347930
	 15.00554
	 15.49471
	 0.0591

	At most 3 *
	 0.158542
	 4.315475
	 3.841466
	 0.0378

	 Trace test indicates 2 cointegrating eqn(s) at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	

	Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

	Hypothesized
	
	Max-Eigen
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	None *
	 0.700463
	 30.13796
	 27.58434
	 0.0230

	At most 1 *
	 0.575138
	 21.39977
	 21.13162
	 0.0459

	At most 2
	 0.347930
	 10.69007
	 14.26460
	 0.1704

	At most 3 *
	 0.158542
	 4.315475
	 3.841466
	 0.0378

	 Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	


Source: Author’s Computation from E-Views, 2025
The Johansen cointegration test results indicate the existence of two long-run equilibrium relationships among poverty growth (POVG), remittances (REM), foreign portfolio investment (FPI), and foreign direct investment (FDI) at the 5% significance level. Both the trace and maximum eigenvalue tests reject the null hypotheses of no cointegration and at most one cointegrating equation, while failing to reject at two equations. This confirms that these variables, though individually non-stationary, move together over the long term, implying a stable equilibrium relationship. The findings justify the use of error correction models to capture both short-term dynamics and long-term interactions in subsequent analyses
Model Evaluation of Objective One
The Error Correction Model (ECM) evaluation shows how short-term deviations adjust toward the long-term equilibrium. A significant and correctly signed error correction term indicates that any disequilibrium in the previous period is partially corrected in the current period, confirming model stability. Diagnostic tests for serial correlation, heteroskedasticity, and normality further validate the model. Overall, the ECM effectively captures both short-term dynamics and long-run relationships among the study variables, ensuring reliable inference and policy insights
Table 9: Error Correction Model (ECM) of Objective One
	Dependent Variable: POVG
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	C
	0.117965
	1.630957
	0.072329
	0.9430

	POVG (-1)
	0.963306
	0.067224
	14.32980
	0.0000

	REM
	0.325361
	0.210239
	1.547579
	0.1367

	FDI
	-1.115141
	0.400166
	-2.786696
	0.0111

	ECM2(-1)
	-0.270788
	0.105970
	-2.555342
	0.0184

	R-squared
	0.954911
	    Mean dependent var
	14.23154

	Adjusted R-squared
	0.946323
	    S.D. dependent var
	5.948809

	S.E. of regression
	1.378241
	    Akaike info criterion
	3.650535

	Sum squared resid
	39.89052
	    Schwarz criterion
	3.892476

	Log likelihood
	-42.45695
	    Hannan-Quinn criter.
	3.720205

	F-statistic
	111.1866
	    Durbin-Watson stat
	1.858485

	Prob(F-statistic)
	0.000000
	
	
	

	
	
	
	
	


Source: Author’s Computation from E-Views, 2025
The results indicate that lagged poverty growth, POVG (-1) = 0.963, is positive and highly significant (p = 0.000), showing strong persistence, meaning past poverty strongly influences current levels. Remittances (REM) have a positive but insignificant effect (coefficient = 0.325, p = 0.137), suggesting limited short-term impact on poverty reduction. FDI has a significant negative effect (coefficient = -1.115, p = 0.011), indicating that higher foreign direct investment effectively reduces poverty growth. The error correction term, ECM2(-1) = -0.271, is negative and significant (p = 0.018), confirming that deviations from the long-run equilibrium are partially corrected each period, with about 27% adjustment, ensuring convergence toward long-term stability.
Serial Autocorrelation of Objective One 
Table 10: Breusch-Godfrey Serial Autocorrelation test of Objective One
	Breusch-Godfrey Serial Correlation LM Test:
	

	-F-statistic
	1.356886
	    Prob. F(2,19)
	0.2813

	Obs*R-squared
	3.249461
	    Prob. Chi-Square(2)
	0.1970

	
	
	
	
	


Source: Author’s Computation from E-Views, 2025
The Breusch-Godfrey LM test results show no evidence of serial correlation in the model, as both the F-statistic (p = 0.281) and Obs*R-squared (p = 0.197) are insignificant. This indicates that the residuals are independent, validating the reliability of the regression estimates.
Heteroscedasticity test of Objective One
Table 11: Harvey heteroskedasticity test of objective one
	Heteroskedasticity Test: Harvey
	

	F-statistic
	1.488957
	    Prob. F (4,21)
	0.2413

	Obs*R-squared
	5.744641
	    Prob. Chi-Square (4)
	0.2190

	Scaled explained SS
	5.364100
	    Prob. Chi-Square (4)
	0.2519


Source: Author’s Computation from E-Views, 2025
The Harvey heteroskedasticity test indicates no presence of heteroskedasticity in the model, as all test statistics F-statistic (p = 0.241), Obs*R-squared (p = 0.219), and Scaled explained SS (p = 0.252) are statistically insignificant. This suggests that the variance of the residuals is constant, confirming the reliability and efficiency of the regression estimates.
Cointegration Analysis of Objective Two
Table 12: Johansen Cointegration Analysis of Objective Two
	Series: GDPG REM FPI FDI 
	
	

	Lags interval (in first differences): 1 to 1
	

	Unrestricted Cointegration Rank Test (Trace)
	

	Hypothesized
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	None *
	 0.711405
	 53.82639
	 47.85613
	 0.0124

	At most 1
	 0.416766
	 22.75808
	 29.79707
	 0.2581

	At most 2
	 0.263382
	 9.278918
	 15.49471
	 0.3402

	At most 3
	 0.063373
	 1.636757
	 3.841466
	 0.2008

	 Trace test indicates 1 cointegrating eqn(s) at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	

	Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

	Hypothesized
	
	Max-Eigen
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	None *
	 0.711405
	 31.06831
	 27.58434
	 0.0171

	At most 1
	 0.416766
	 13.47916
	 21.13162
	 0.4092

	At most 2
	 0.263382
	 7.642161
	 14.26460
	 0.4162

	At most 3
	 0.063373
	 1.636757
	 3.841466
	 0.2008

	 Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	



Source: Author’s Computation from E-Views, 2025
The Johansen cointegration test results reveal the existence of one long-run equilibrium relationship among economic growth (GDPG), remittances (REM), foreign portfolio investment (FPI), and foreign direct investment (FDI) at the 5% significance level. Both the trace and maximum eigenvalue statistics reject the null hypothesis of no cointegration but fail to reject the presence of at most one cointegrating equation. This indicates that although the variables may exhibit short-run fluctuations, they move together in the long run. The finding confirms a stable long-term relationship among economic growth and foreign capital inflows, justifying the use of an error correction modeling framework to capture both short-run dynamics and long-run adjustments.
Error Correction Model (ECM) of Objective Two
Table 13: ECM of Objective Two
	Dependent Variable: GDPG
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	C
	-12.47558
	10.15205
	-1.228874
	0.2409

	GDPG (-1)
	-0.174295
	0.259734
	-0.671053
	0.5139

	REM
	-0.224285
	0.461427
	-0.486068
	0.6350

	REM (-1)
	-0.178182
	0.672509
	-0.264950
	0.7952

	REM (-2)
	-0.809624
	0.567485
	-1.426687
	0.1772

	FDI
	1.402511
	1.518455
	0.923643
	0.3725

	FDI (-1)
	1.908891
	1.478873
	1.290774
	0.2193

	FDI (-2)
	3.753873
	1.548419
	2.424327
	0.0307

	FPI
	0.546576
	1.083012
	0.504681
	0.6222

	FPI (-1)
	-3.316610
	1.824349
	-1.817969
	0.0922

	FPI (-2)
	5.891892
	2.840823
	2.074009
	0.0585

	ECM1(-1)
	-0.242924
	0.190480
	-1.275329
	0.0245

	R-squared
	0.756253
	    Mean dependent var
	4.869200

	Adjusted R-squared
	0.550006
	    S.D. dependent var
	3.661592

	S.E. of regression
	2.456256
	    Akaike info criterion
	4.941227

	Sum squared resid
	78.43149
	    Schwarz criterion
	5.526287

	Log likelihood
	-49.76533
	    Hannan-Quinn criter.
	5.103498

	F-statistic
	3.666727
	    Durbin-Watson stat
	2.041830

	Prob(F-statistic)
	0.014659
	
	
	


Source: Author’s Computation from E-Views, 2025
The Error Correction Model (ECM) results explain the short-run dynamics and long-run adjustment of economic growth (GDPG) in relation to remittances (REM), foreign direct investment (FDI), and foreign portfolio investment (FPI). The lagged GDP growth variable, GDPG(-1), is negative but statistically insignificant (p = 0.514), indicating weak persistence in growth performance. Remittances, both current and lagged, have negative but insignificant coefficients, suggesting that remittance inflows do not exert a meaningful short-run influence on economic growth during the period under review.
Foreign direct investment shows a positive effect on growth, with the second lag of FDI being statistically significant (FDI (-2) = 3.754, p = 0.031). This implies that the growth-enhancing impact of FDI materializes after a time lag, reflecting gestation periods associated with investment projects. Foreign portfolio investment displays mixed effects: the first lag is negative and weakly significant, while the second lag is positive and marginally significant, highlighting the volatile and short-term nature of portfolio flows.
The error correction term, ECM1(-1), is negative and statistically significant, confirming the existence of a stable long-run relationship among the variables. The coefficient indicates that approximately 24% of deviations from long-run equilibrium are corrected each period, ensuring convergence toward long-term growth stability
Serial Autocorrelation of Objective Two
Table 14: Breusch–Godfrey Serial Correlation LM test of objective two
[image: ]

Source: Author’s Computation from E-Views, 2025

The Breusch–Godfrey Serial Correlation LM test results indicate that the null hypothesis of no serial correlation up to two lags cannot be rejected. Both the F-statistic (p = 0.7315) and the Obs*R-squared Chi-square probability (p = 0.5011) are statistically insignificant at conventional levels. This implies that the model’s residuals are free from autocorrelation, satisfying a key assumption of classical regression analysis. The absence of serial correlation suggests that the estimated coefficients are efficient and unbiased, and the model is well specified. Consequently, the regression results and subsequent inferences drawn from the model can be considered reliable and valid.
Heteroscedasticity test of Objective two
Table 15:  Breusch–Pagan–Godfrey Heteroskedasticity test of objective two 
[image: ]

Source: Author’s Computation from E-Views, 2025
The Breusch–Pagan–Godfrey heteroskedasticity test results indicate that the null hypothesis of homoskedasticity cannot be rejected. The probability values for the F-statistic (p = 0.4786), Obs*R-squared (p = 0.3948), and Scaled explained sum of squares (p = 0.9161) are all statistically insignificant at the 5% level. This confirms that the variance of the error terms is constant across observations. The absence of heteroskedasticity implies that the regression estimates are efficient and reliable, and the standard errors are valid. Consequently, the model satisfies a key assumption of classical regression, enhancing the credibility of the estimated coefficients and inferences drawn from the analysis.
Cointegration Analysis Result of Objective Three
Table 16: Johansen Cointegration Analysis of Objective Three
	Series: UNE REM FDI FPI 
	
	

	Lags interval (in first differences): 1 to 1
	

	Unrestricted Cointegration Rank Test (Trace)
	

	Hypothesized
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	None *
	 0.665045
	 55.07444
	 47.85613
	 0.0091

	At most 1
	 0.477886
	 27.73045
	 29.79707
	 0.0850

	At most 2
	 0.279262
	 11.48373
	 15.49471
	 0.1834

	At most 3
	 0.123545
	 3.296737
	 3.841466
	 0.0694

	 Trace test indicates 1 cointegrating eqn(s) at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	

	Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

	Hypothesized
	
	Max-Eigen
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	None
	 0.665045
	 27.34399
	 27.58434
	 0.0536

	At most 1
	 0.477886
	 16.24672
	 21.13162
	 0.2108

	At most 2
	 0.279262
	 8.186993
	 14.26460
	 0.3600

	At most 3
	 0.123545
	 3.296737
	 3.841466
	 0.0694

	 Max-eigenvalue test indicates no cointegration at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	



Source: Author’s Computation from E-Views, 2025
The Johansen cointegration test results for unemployment (UNE), remittances (REM), foreign direct investment (FDI), and foreign portfolio investment (FPI) reveal mixed evidence of long-run relationships. The trace statistic rejects the null hypothesis of no cointegration, indicating the presence of one cointegrating equation at the 5% significance level. However, the maximum eigenvalue test fails to confirm cointegration, as the test statistic is slightly below the critical value.
Error Correction Model (ECM) of Objective Three
Table 17: ECM of Objective Three

	Dependent Variable: UNE
	
	

	Included observations: 26 after adjustments
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	C
	54.31115
	3.062078
	17.73670
	0.0000

	REM
	0.051633
	0.460977
	0.112008
	0.9121

	REM(-1)
	-0.684999
	0.461525
	-1.484208
	0.1551

	FDI
	-0.412228
	1.250967
	-0.329528
	0.7456

	FDI(-1)
	0.872644
	1.225569
	0.712032
	0.4856

	FPI
	0.500755
	0.746214
	0.671061
	0.5107

	FPI(-1)
	-3.715141
	0.943833
	-3.936228
	0.0010

	ECM3(-1)
	-0.653534
	0.150924
	-4.330207
	0.0004

	R-squared
	0.756876
	    Mean dependent var
	39.31385

	Adjusted R-squared
	0.662328
	    S.D. dependent var
	4.384734

	S.E. of regression
	2.547951
	    Akaike info criterion
	4.956116

	Sum squared resid
	116.8570
	    Schwarz criterion
	5.343222

	Log likelihood
	-56.42951
	    Hannan-Quinn criter.
	5.067588

	F-statistic
	8.005181
	    Durbin-Watson stat
	1.762748

	Prob(F-statistic)
	0.000182
	
	
	



Source: Author’s Computation from E-Views, 2026
The estimated Error Correction Model (ECM) results explain the dynamics of unemployment (UNE) in relation to remittances (REM), foreign direct investment (FDI), and foreign portfolio investment (FPI). The constant term is positive and highly significant, reflecting a high baseline level of unemployment during the study period. Current remittances have a positive but statistically insignificant effect on unemployment, while their lagged value shows a negative but insignificant relationship, suggesting that remittance inflows do not exert a strong or immediate influence on unemployment reduction. Foreign direct investment, both contemporaneous and lagged, also exhibits insignificant effects, implying limited job creation impact from FDI in the short run. In contrast, foreign portfolio investment shows a significant negative effect at lag one, indicating that past portfolio inflows contribute to reducing unemployment, possibly through increased liquidity and market activity. The error correction term, ECM3(-1), is negative and highly significant, confirming the existence of a long-run equilibrium relationship among the variables. The coefficient suggests that about 65% of short-run disequilibrium in unemployment is corrected each period, indicating a relatively fast adjustment toward long-run stability.
Serial Autocorrelation of Objective Three
Table 18: Breusch-Godfrey Serial Correlation LM Test
	Breusch-Godfrey Serial Correlation LM Test:
	

	F-statistic
	0.279961
	    Prob. F(2,16)
	0.7594

	Obs*R-squared
	0.879107
	    Prob. Chi-Square(2)
	0.6443

	
	
	
	
	


Source: Author’s Computation from E-Views, 2026
The Breusch–Godfrey Serial Correlation LM test results indicate that the null hypothesis of no serial correlation up to two lags cannot be rejected. The probability values for the F-statistic (p = 0.7594) and Obs*R-squared (p = 0.6443) are statistically insignificant. This confirms that the model’s residuals are free from autocorrelation, satisfying a key regression assumption. Consequently, the estimated coefficients are unbiased and efficient, and the model is well specified, making the empirical results reliable for inference and policy interpretation.
Heteroskedasticity Test of objective three

Table 19: Breusch–Pagan–Godfrey heteroskedasticity test 

	Heteroskedasticity Test: Breusch-Pagan-Godfrey

	F-statistic
	0.927984
	    Prob. F(7,18)
	0.5088

	Obs*R-squared
	6.894753
	    Prob. Chi-Square(7)
	0.4399

	Scaled explained SS
	4.029166
	    Prob. Chi-Square(7)
	0.7764

	
	
	
	
	


Source: Author’s Computation from E-Views, 2025
The Breusch–Pagan–Godfrey heteroskedasticity test results show that the null hypothesis of homoskedasticity cannot be rejected. The probability values for the F-statistic (p = 0.5088), Obs*R-squared (p = 0.4399), and Scaled explained sum of squares (p = 0.7764) are all statistically insignificant. This indicates that the variance of the error terms is constant across observations. Consequently, the regression estimates are efficient, the standard errors are reliable, and the model satisfies a key assumption of classical linear regression.

4.3 Discussion of findings 
4.3.1 Discussion of findings for Objective One
The findings from the analysis provide important insights into the dynamics of poverty growth and the roles of foreign capital inflows in influencing poverty levels. The lagged poverty growth variable, POVG (-1) = 0.963, is positive and highly significant (p = 0.000), indicating strong persistence of poverty over time. This result suggests that past poverty levels have a substantial influence on current poverty, implying that poverty in previous periods strongly conditions the socio-economic environment, which in turn affects current poverty outcomes. This observation aligns with Nyeche and Odungweru (2025) and Musakwa et al. (2021), who highlight the path-dependent nature of poverty, emphasizing that structural and historical factors significantly shape contemporary poverty trends. The high persistence implies that short-term policy interventions may have limited impact unless they are complemented by long-term structural reforms aimed at addressing the root causes of poverty.
Remittances (REM) are found to have a positive but statistically insignificant effect on poverty growth (coefficient = 0.325, p = 0.137), suggesting that while remittances contribute to household incomes and may provide temporary relief, their overall impact on aggregate poverty reduction is limited in the short run. This finding is consistent with Udude et al. (2021) and Olowokere et al. (2020), who argue that remittance inflows often support consumption rather than productive investment, thus providing limited leverage for structural poverty reduction. The insignificant effect also reflects potential leakages, informal usage, or the relatively small scale of remittances relative to national poverty levels, which reduces their effectiveness as a poverty alleviation tool.
Foreign direct investment (FDI), by contrast, has a significant negative effect on poverty growth (coefficient = -1.115, p = 0.011), indicating that higher inflows of FDI contribute meaningfully to- reducing poverty. This result is supported by Fagbemi and Olufolahan (2019) and Nahar and Arshad (2017), who highlight that FDI can generate employment, facilitate technology transfer, enhance productivity, and stimulate economic growth, all of which contribute to poverty alleviation. The negative relationship underscores the potential of foreign capital to produce long-lasting structural benefits, particularly when investments are directed toward sectors with high employment multipliers or value addition.
The error correction term, ECM2(-1) = -0.271, is negative and significant (p = 0.018), confirming the presence of a partial adjustment mechanism toward long-run equilibrium. Approximately 27% of deviations from the long-run poverty level are corrected in each period, suggesting that although shocks to poverty levels occur, the system gradually returns to stability over time. This convergence mechanism aligns with the findings of Ogboi et al. (2023) and Musakwa et al. (2021), emphasizing that persistent imbalances in poverty can be corrected over time through sustained economic and policy interventions.
Overall, the results highlight that poverty exhibits strong persistence, indicating that historical poverty continues to influence current levels, while FDI emerges as an effective tool for structural poverty reduction. In contrast, remittances, though beneficial at the household level, have limited short-term impact on national poverty trends. The presence of a significant error correction term underscores the importance of long-term strategies that combine foreign investment attraction, structural reforms, and targeted poverty interventions to achieve sustainable reductions in poverty. These findings reinforce the need for coordinated policy frameworks that leverage FDI while addressing the underlying structural determinants of persistent poverty




4.3.2 Discussion of findings for Objective Two
The Error Correction Model (ECM) results provide important insights into both the short-run dynamics and long-run adjustment mechanisms of economic growth (GDPG) in relation to foreign capital inflows, specifically remittances (REM), foreign direct investment (FDI), and foreign portfolio investment (FPI). The lagged GDP growth variable, GDPG (-1), is negative but statistically insignificant (p = 0.514), suggesting weak persistence in growth performance. This implies that past economic growth does not strongly dictate current growth trends, indicating that short-term growth fluctuations are influenced more by contemporaneous shocks or policy interventions rather than previous growth levels. This finding aligns with the observations of Lee and Mendy (2025) and Wokekoro et al. (2024), who note that emerging economies often exhibit volatile growth patterns influenced by both domestic and external factors.
Remittances, both current and lagged, have negative but statistically insignificant coefficients, implying that remittance inflows during the study period did not exert a meaningful short-run influence on economic growth. Although remittances may boost household consumption and alleviate poverty, their direct effect on aggregate GDP appears limited, particularly in the short term. This finding echoes the conclusions of Balogun et al. (2019) and Jibir and Francis (2019), who argue that remittances primarily serve as a stabilizing income source rather than a catalyst for measurable macroeconomic growth, especially when not channeled into productive investments.
Foreign direct investment, by contrast, exhibits a positive effect on growth, with the second lag of FDI being statistically significant (FDI (-2) = 3.754, p = 0.031). This indicates that the growth-enhancing impact of FDI materializes after a gestation period, reflecting the time required for investment projects to translate into production, employment, and productivity gains. The delayed effect is consistent with previous studies, including Lee and Mendy (2025), which emphasize that FDI’s contribution to economic growth is often gradual, arising from long-term capital formation, technology transfer, and infrastructure development.
Foreign portfolio investment demonstrates mixed effects: the first lag is negative and weakly significant, while the second lag is positive and marginally significant. This pattern reflects the volatile and short-term nature of portfolio flows, which are highly sensitive to global market conditions and investor sentiment. While portfolio inflows can provide temporary liquidity and stimulate financial markets, their impact on sustained economic growth is inconsistent and often less predictable than that of FDI.
The error correction term, ECM1(-1), is negative and statistically significant, confirming the existence of a stable long-run relationship among GDP growth, remittances, FDI, and FPI. The coefficient suggests that approximately 24% of deviations from long-run equilibrium are corrected each period, indicating a moderate speed of adjustment. This implies that although short-term shocks may temporarily disturb the growth trajectory, the economy gradually converges toward long-term equilibrium, highlighting the resilience of the underlying growth processes when influenced by structured inflows of foreign capital.
Overall, the ECM results suggest that while remittances have limited short-term effects, FDI emerges as a key driver of long-term growth, and portfolio flows display short-lived and volatile impacts. The presence of a significant error correction mechanism underscores the importance of sustaining long-run policies that harness foreign investment for stable and resilient economic growth.
4.3.3 Discussion of findings for Objective Three
The estimated Error Correction Model (ECM) results provide a comprehensive understanding of the short-run dynamics and long-run adjustments of unemployment (UNE) in relation to remittances (REM), foreign direct investment (FDI), and foreign portfolio investment (FPI). The constant term is positive and highly significant, reflecting a relatively high baseline level of unemployment during the study period. This suggests that structural factors, such as skill mismatches, labor market rigidities, and macroeconomic constraints, may underpin persistent unemployment levels, consistent with Oloruntuyi (2020) and Bayar and Sasmaz (2017), who highlight the entrenched nature of unemployment in developing economies.
Remittances, both current and lagged, exhibit statistically insignificant effects on unemployment. The current remittances show a positive coefficient, whereas the lagged remittances are negative, but neither is significant. This pattern implies that remittance inflows do not exert a strong or immediate influence on reducing unemployment. While remittances may improve household income, support consumption, and indirectly enhance labor participation, their short-term impact on macro-level job creation appears limited. This observation aligns with Anthony-Orji et al. (2018) and Ajayi et al. (2019), who argue that remittances primarily serve as a stabilizing income source rather than a direct driver of employment growth, particularly when the funds are not channeled into productive or job-generating activities.
Foreign direct investment also shows limited influence on unemployment in the short run, with both contemporaneous and lagged coefficients being statistically insignificant. This suggests that while FDI may eventually create jobs through capital formation and business expansion, these effects are not immediate and may require substantial gestation periods before translating into measurable employment gains. This finding echoes Ezzat (2019) and Anthony-Orji et al. (2018), who highlight the temporal lag between investment inflows and tangible job creation in host economies.
In contrast, foreign portfolio investment exhibits a significant negative effect at lag one, indicating that past portfolio inflows contribute to reducing unemployment. This could be explained by increased liquidity in financial markets, improved investor confidence, and enhanced market activity, which indirectly support economic expansion and job opportunities. The significance of lagged FPI underscores the short-term, yet tangible, labor market effects of financial capital inflows when mobilized efficiently within the economy.
The error correction term, ECM3(-1), is negative and highly significant, confirming the existence of a stable long-run equilibrium relationship among unemployment, remittances, FDI, and FPI. The coefficient suggests that approximately 65% of short-run disequilibrium in unemployment is corrected each period, indicating a relatively fast adjustment toward long-term stability. This rapid convergence highlights the economy’s inherent ability to restore equilibrium aftershocks, emphasizing the importance of coordinated policies that integrate foreign capital inflows with domestic labor market strategies.
Overall, the ECM results suggest that while remittances and FDI have limited immediate impacts on unemployment, portfolio inflows demonstrate short-term employment benefits. The high adjustment speed of the error correction term highlights that unemployment responds efficiently to systemic changes, underlining the importance of strategic investment and financial management to ensure sustained reductions in joblessness. These findings resonate with the studies of Oloruntuyi (2020), Bayar and Sasmaz (2017), Anthony-Orji et al. (2018), Ajayi et al. (2019), and Ezzat (2019), reinforcing the need for both long-term and short-term policy interventions to address persistent unemployment
5.2 Conclusion and Recommendations
The study concludes that foreign capital inflows to Nigeria over the years exert significant effect on economic performance. The study therefore recommends that; Government should prioritize policies that attract and retain foreign direct investment in sectors with high employment and value-addition potential such as manufacturing, agriculture, renewable energy, and infrastructure. Given the persistent and path-dependent nature of poverty, policymakers should implement sustained structural reforms aimed at improving education, healthcare, infrastructure, and labor market efficiency.
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Breusch-Godfrey Serial Correlation LM Test:

Null hypothesis: No serial correlation at up to 2 lags

F-statistic 0.321759    Prob. F(2,11) 0.7315

Obs*R-squared 1.381709    Prob. Chi-Square(2) 0.5011
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

Null hypothesis: Homoskedasticity

F-statistic 1.022399    Prob. F(11,13) 0.4786

Obs*R-squared 11.59594    Prob. Chi-Square(11) 0.3948

Scaled explained SS 5.293076    Prob. Chi-Square(11) 0.9161


