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Abstract
[bookmark: _Hlk158628640]Aim: Amid the rising importance of trade expansion, Nigeria re-evaluated its trade protection strategy to support key local industries and promote local production. However, the increased level of trade protectionism in Nigeria is yet to yield the needed improvement in employment, economic growth or general economic performance. This paper therefore investigates the nexus between Nigeria’s trade protectionism strategy as well as economic performance. 
Method: Premised on the endogenous growth theory, this study employs annual data from 1981 to 2019 and the autoregressive distributed lag (ARDL) model to estimate both short and long run effects of trade protection on macroeconomic performance. 
Result: The findings reveal that trade protection policy strengthens exchange rate only in the short run. While it exacerbates employment and economic growth in the short-run, it contributes positively to both in the long-run. 
Conclusion: Trade protection policy imposes short run macroeconomic costs but yields long run benefits in employment and economic growth, thus indicating a transition from adjustment costs to structural gains over time.
Implications: Trade protection policy acts as a temporary exchange rate stabilization tool and entails initial costs such as high production costs, unemployment and low economic growth, but generates long-term improvements in employment and economic growth. Trade openness and trade protection measures should thus be viewed as complementary indicators of trade protectionist policy in Nigeria. 
Recommendation: Government should strengthen investment in technology, human capital and institutional quality; provide more fiscal support and social protection programs to cushion short-run adjustment pressures as well as diversify exports toward non-oil industries to enhance long-term exchange rate and macroeconomic stability in Nigeria. 
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I. Introduction
International trade is an important channel of growth and development that supports market expansion, competitiveness, and income increment (Ojeyinka & Adegboye, 2017). Beyond being an exchange of commodities or ideas between two or more countries, trade facilitates the effective distribution and allocation of resources while paving the way for improved welfare gains and standards of living (Nwinee & Olulu-Briggs, 2016).
As economies differ in factor endowments, economies of scale, and preferences, they also differ in their approach to trade, primarily through trade liberalisation or protectionism (Anowor & Agbarakwe, 2015). Both trade protectionism and trade liberalisation have been noted to support economic growth and performance; however, extant studies continue to debate the relative efficacy of these approaches. Notably, some studies argue that trade protectionism has more lasting effects on economic development and recovery. This perspective emerged in the 1950s and 1960s following the successful application of protectionist strategies, including currency management, to safeguard domestic industries in South Korea, Hong Kong, and Japan. These economies subsequently achieved rapid growth and recovery (Cwik, 2011; Vagianou, 2016; Colantone & Stanig, 2018; Giritli, 2019).
Consequently, the effectiveness of trade liberalisation was increasingly questioned, particularly after the global economic turbulence and structural trade disruptions of the 1970s, which produced exchange-rate volatility and inflation (Cwik, 2011; Jean & Reshef, 2017). Many countries therefore shifted toward protectionist policies to improve employment, enhance economic performance, and cushion adverse global shocks (Cwik, 2011; Semančíková, 2016). Empirical studies further emphasised the importance of domestic industry development and production expansion for macroeconomic performance in both advanced and developing economies (Cwik, 2011; Jean & Reshef, 2017; Panchenko, 2017; Kumari & Bharti, 2018).
In Nigeria, existing studies (Anowor & Agbarakwe, 2015; Ubi & Archibong, 2018) show that trade protectionism has persisted since the 1960s despite episodes of liberalisation. Between 1964 and 1986, policies such as import substitution, export promotion, and indigenisation, implemented through high tariffs and import duties, were adopted to protect local industries from foreign competition (Stephen & Obah, 2017). These measures also sought to reduce import dependence, unemployment, and low non-oil revenue (Madichie, Osagu & Eze, 2018). However, outcomes fell short of expectations, as the economy experienced unstable growth (Bassey & Ekpenyong, 2017).
As a result, trade barriers were relaxed in 1986 with the introduction of the Structural Adjustment Programme (SAP), aimed at correcting trade imbalances, improving productivity, diversifying exports, and restructuring the economy for sustainable development (Madichie, et al., 2018; Ubi & Archibong, 2018). Nevertheless, the anticipated rapid development did not materialise (Bakare & Fawehinmi, 2011). Empirical evidence further indicates that despite abundant resources and liberalisation reforms, the economy became increasingly import-dependent, with persistent trade imbalances and exchange-rate weakness (Anowor & Agbarakwe, 2015).
More recently, Nigeria introduced the Economic Recovery and Growth Plan (ERGP), which targets declining foreign-exchange reserves, exchange-rate instability, weak growth, inflationary pressures, and limited diversification (Madichie et al., 2018). Under this framework, the Central Bank restricted the importation of 41 commodities to stimulate domestic production, create employment, improve living standards, and diversify the economy (CBN, 2020). Although Nigeria signed and ratified the African Continental Free Trade Agreement (AfCFTA) by 2019 and 2020 respectively, trade restrictions remained relatively high compared with other member states (Onwuka & Ozegbe, 2020). Consequently, policy objectives, such as expanding exports, supporting key industries, and diversifying beyond oil, have yet to generate substantial improvements in employment, exchange-rate stability, growth, or macroeconomic diversification.
Globally, empirical research presents mixed evidence on the relationship between trade protectionism and economic performance, reporting positive, negative, or nonlinear effects across countries (Subasat, 2009; Abboushi, 2010; Ruiz-Estrada & Park, 2019; Voinescu & Moisoiu, 2015; Semančíková, 2016; Kutlina-Dimitrova & Lakatos, 2017; Li & Gan, 2019). In Nigeria, the relationship remains inconclusive, as existing studies have not provided sufficiently explicit evidence for robust policy formulation and evaluation (Ebenyi et al., 2017; Stephen & Obah, 2017; Adamu, 2018; Okere & Ihenacho, 2018; Obi & Abina, 2018; Duru, Okafor, Adikwu & Njoku, 2020; Akamobi, Usifoh & Ejefobihi, 2024). Recent findings also suggest that the Nigerian economy remains weakly diversified, consumption-oriented, and relatively underdeveloped (Metu, Igbanugo & Okonji, 2018; Omoke, Opuala-Charles & Camarero, 2021).
Importantly, debates also exist regarding the measurement of trade protectionism in empirical literature, which may partly explain divergent findings. Some scholars criticise trade openness as an overly restrictive proxy for protectionism (Rodrik, 2000; Semančíková, 2016). Although widely used, trade openness may not adequately capture the dynamics or intensity of protectionist policies across economies (Rodrik, 2000; Silajdzic & Mehic, 2018). Ruiz-Estrada and Park (2019) therefore propose the trade protectionism rate as a more comprehensive indicator.
Against this background, the present study contributes to the literature by examining the effect of trade protection on Nigeria’s macroeconomic performance and empirically assessing the suitability of both trade openness and trade protectionism rate as alternative measurement proxies. By doing so, the study addresses an important empirical gap and investigates both the short- and long-run relationships between trade protectionism and macroeconomic performance in Nigeria.
The remainder of the paper is structured as follows: Section 2 reviews the literature; Section 3 presents the data and methodology; Section 4 discusses the results; and Section 5 concludes with summary and policy recommendations.
2. Literature Review
2.1 Theoretical literature
According to the Mercantilists, trade surplus and a high rate of productivity are prerequisites for wealth expansion and GDP growth (Osipian, 2007). Hence, trade restrictions must be placed on the importation of goods, since export goods are a better reference for improved economic performance, positive trade balance promotion, sustained growth rate, and wealth accumulation (Osipian, 2007). Nevertheless, the Physiocrats criticised the Mercantilists, stating that wealth accumulation was spurred by productive work and agricultural activities. The Physiocratic school of thought, unlike the Mercantilists, viewed labour as the major reference of value, even though they assumed that agricultural labour was the only reference of value in an economy. The Physiocrats further criticised the Mercantilists’ view of state intervention in an economy and stated that growth and wealth accumulation are determined by the principle of the natural order (Osipian, 2007). Based on the linkage between trade protectionism and economic performance, the Mercantilist growth postulation carried significant weight, as it emphasised the need for government intervention in stimulating wealth.
Similarly, the infant industry trade theory states that new industries should be protected, although only for a specific or temporary period (Salvatore, 2013). Apart from the fact that this argument was specifically made to address developing economies at the early stages of industrialisation, it forms the foundational structure upon which most new trade theories were built (Shafaeddin, 2000). Worthy of note is that the infant industry theory agrees with the Mercantilist trade theory that the promotion of domestic industries, alongside the employment of indigenous workers and factor inputs, is critical for accelerating competitiveness and growth in an economy (Viner, 1953). The infant industry argument further explains that government intervention through the protection of new industries helps such industries overcome start-up hurdles, achieve maturity, compete successfully with foreign industries, and attain industrial expansion (List, 1885; Salvatore, 2013). List (1885) further noted that trade liberalisation policies are most useful in economies at the peak of industrial expansion, thereby implying the need for developing economies to adopt protectionist measures. Shafaeddin (2000) opined that no developed economy, apart from Hong Kong, achieved a substantial manufacturing base without the use of infant-industry protection as a policy tool (though at varying levels). However, according to Shafaeddin (2000), empirical literature on this theory is generally filled with confusion and normative statements.
This is because existing literature (see Little et al., 1970; Krueger, 1978; Greenaway & Milner, 1993; Corden, 1974) largely views the infant-industry argument as opposing trade liberalisation or foreign trade and likens the protection of infant industries to import substitution, due to the misconception that inadequacies in import-substitution strategies are linked to inadequacies in the infant-industry school of thought (Krueger, 1978). This perception has led numerous policymakers and scholars to regard infant-industry protection as harmful and trade liberalisation as the preferred global solution. Meanwhile, if the infant-industry theory were considered within the broader context of dynamic and structural determinants of GDP growth and development, it could be more relevant in the general literature (Criel, 1985). It was, however, criticised for being built on seldom realistic assumptions. For instance, the comparative-advantage philosophy upon which it was built exhibited fluctuations and inadequacies that the infant-industry framework failed to resolve (Criel, 1985).
The endogenous growth theory, propounded by Robert Lucas and Paul Romer, emerged in the 1980s and 1990s and gave rise to the new growth paradigm (see Lucas, 1988; Romer, 1989). According to this theory, human capital and investment in technological development determine the endogenous nature of technological innovation. Romer (1989) argued that government intervention can generate sustainable economic growth through investment and savings-rate policies. The endogenous growth framework rejects the neoclassical notion of diminishing marginal productivity of capital and allows for production-scale effects, focusing on externalities that influence investment profitability. Romer (1989) further emphasised that, beyond technological progress, investment in human development, protection of intellectual property rights, and government efforts to ensure a favourable competitive environment and technological advancement are essential for long-term GDP growth and sustainable economic performance.
The endogenous growth framework is often divided into two strands: the Lucas (1988) and Romer (1989) models, and the Grossman-Helpman models. The first strand highlights human capital as a central determinant of GDP growth. The Romer model assumes knowledge spillovers between current knowledge and consumption that expand future consumption possibilities and emphasises human capital accumulation as a key driver of growth. It therefore implies that economies with higher human-capital accumulation achieve higher growth rates, and that free international trade can enhance growth and total human capital. In contrast, the Lucas model suggests that human-capital accumulation involves opportunity costs, since increased investment in human resources may initially reduce time devoted to production while ultimately increasing output growth.
According to the second strand, represented by Grossman and Helpman, research and development (R&D) is another crucial determinant of GDP growth. This framework argues that adopting trade protectionism may stimulate growth, particularly in countries with lower levels of R&D (Silajdzic & Mehic, 2018). It also incorporates the endogenous technological-progress model of Aghion and Howitt, which attributes economic growth to technological innovation arising from firm-level competition in generating and implementing long-term technological outputs. Consequently, endogenous growth theory explains variations in growth across economies, the effectiveness of state technological, scientific, and industrial policies, and the influence of global integration and trade on GDP growth. In line with the infant-industry argument, endogenous growth theory further suggests that trade protection can positively influence sustained long-run growth through productivity and technological improvements within protected sectors (Silajdzic & Mehic, 2018). The endogenous growth framework is therefore relevant for analysing the relationship between trade protectionism and Nigeria’s GDP performance.
2.2 Empirical Literature
[bookmark: _Hlk158643858]2.2.1	Trade protection policy and macroeconomic performance: country experiences.
Empirical studies by Panchenko (2017) and Xinquan and Du (2017) noted that, whilst still adopting free trade policies, developed and developing economies are dominated by instruments of “hidden protectionism” and selective protectionism, respectively. As a result, research has sought to ascertain the relationship between trade protectionism and economic performance for the purpose of policy implementation. Based on findings, the relationship between trade protectionism and macroeconomic performance is multifaceted due to divergent views.
For instance, Jabbour et al. (2016), Okere and Iheanacho (2016), and Udorffia, Ikoh, and Iriabije (2025) revealed a positive relationship between trade protectionism and the economy. According to Jabbour et al. (2016) and Giritli (2019), trade protectionism positively affects macroeconomic performance. That is, positively affect domestic producers, stimulate productivity, employment, and the distribution of resources for R&D. In the same vein, Jabbour et al. (2016), Okere & Iheanacho (2016) and Udorffia, Ikoh & Iriabije (2025) noted that trade-protection yields economic growth. In addition, Jabbour et al. (2016) and Alfaro et al. (2017) noted that trade protection causes an increase in innovative activities and a decrease in the productivity gap between domestic firms and international competitors, thus making it an impetus for higher productivity and GDP growth. Likewise, Ebenyi et al. (2017), found that trade liberalisation policies unduly expose manufacturing sectors to international markets shocks which cause high production costs, poor competitiveness and low economic performance. 
More importantly, trade protectionism decreases the unemployment rate in the long run and positively affects GDP growth via export promotion in Nigeria (Okere & Iheanacho, 2016). Although trade liberalisation positively and substantially affects GDP growth, the positive effect only holds up to a threshold beyond which it diminishes in Sub-Saharan African economies (Zahonogo, 2016; Colantone & Stanig, 2018). Additionally, gains from trade liberalisation may not be sustainable in the long run if benefits are unequally distributed (Zahonogo, 2016; Colantone & Stanig, 2018). Casaca and Lyridis (2018) as well as Obi and Abina (2018), agreed that economies preferred protectionist policies due to its positive impact on export quality and export volume. It was further noted that protectionist policy can improve the basic infrastructure required for productivity, thereby positively affecting export diversification. Moreso, trade restrictions positively affect the economy, aid responses to import pressures and may be more reliable than liberalisation negotiations, which often take longer to materialise, especially in key industrial and agricultural sectors (Malmgren, 2019).
Contrary to these positive findings, some studies (Sharma, 2016; Obi & Abina, 2018; Li & Gan, 2019) argued that trade protectionism adversely affects the economy and imposes greater macroeconomic costs. According to Sharma (2016) as well as Jean and Reshef (2017), although trade protection supports job creation, trade protectionism negatively affects the economy and is inefficient in protecting jobs or promoting employment in practice. Asides this, protectionist policies negatively affect the global economy and lead to short-term welfare losses which increase over time (Widyasanti, 2017; Stephen & Obah, 2017; De & Rahman, 2017; Furceri et al., 2019). Similarly, it raises domestic prices, lowers foreign prices, reduces productivity as well as export volumes and increases unemployment and as such, trade barriers should be removed to enhance employment, productivity, export diversification and welfare (De & Rahman, 2017).
Unlike trade protection policies, trade liberalisation promotes export-industry growth, improves productivity, enhances efficiency and competitiveness (Aiyedogbo & Ohwofasa, 2016; Phuong, 2017; Bassey & Ekpenyong, 2017; Madichie et al., 2018). Adamu (2018), from an AfCFTA policy perspective, found that trade liberalisation promotes innovation, productivity, and FDI inflows in Africa, while trade restrictions reduce productivity. also revealed that trade protectionism negatively affects long-run GDP growth. According to Berg (2018), protectionism is risky and contributes to economic challenges. In addition, it discourages innovation and reduces long-run living standards through welfare losses (Akcigit, Ates, and Impullitti, 2018) and generates trade conflicts and mixed short-term economic effects (Li & Gan, 2019).
2.2.2 Trade protection policy and macroeconomic performance: Measurement issues
Beyond debates on the relationship between trade protectionism and economic performance, studies (Rodrik, 2000; Semančíková, 2016; Silajdzic & Mehic, 2018) also question the adequacy of trade openness as a proxy for trade protectionism. Rodrik (2000), Semančíková (2016), and Silajdzic and Mehic (2018) criticised trade openness as too restrictive for capturing the true extent of protectionism, despite its widespread empirical use. Iyke (2017) and Silajdzic and Mehic (2018) further argued that trade openness is theoretically inconsistent, fails to capture dynamic protectionist realities across economies, and inadequately measures an economy’s degree of closure to free trade.
Ruiz-Estrada and Park (2019), however, proposed the trade protectionism rate, derived from real GDP and CIF import prices, as a more adequate measure. The trade-protectionism rate is defined as the ratio of the difference between total CIF import prices across periods to the difference in real GDP across the same periods, multiplied by −1 and expressed as a percentage. Accordingly, this empirical review shows that although prior studies examined trade protectionism and macroeconomic performance, often using trade openness, its recognised shortcomings necessitate evaluating trade protection using both openness and protectionism-rate measures for robust analysis. It is therefore pertinent for this study to ascertain the effect of trade-protection policy on macroeconomic performance in Nigeria.Top of FormBottom of Form
3. Data and Methodology
3.1 Data
Descriptive research design and annual secondary data covering the period between 1981 and 2019 were used in the study. In the same vein, data on exchange rate, unemployment, gross domestic product per capita, trade openness, trade protectionist rate, government capital expenditure and government expenditure on education were sourced from World Bank Development Indicators (WDIs) and Central Bank of Nigeria (CBN) statistical bulletin. Autoregressive Distributed Lag (ARDL) econometric model was employed for the analysis of data in Nigeria. 
Table 1: Data Description and Measurement
	Variable
	Description
	Measurement
	Source

	Unemployment (UNMP)
	It is defined as the share of the labour force that is without work but available for and seeking employment. The labour force or the economically active portion of the population serves as the base for this indicator and not the total population of the country. Unemployment is a key measure to determine the macroeconomic performance of a country
	Percentage
	Central Bank Nigeria (CBN) Statistical Bulletin

	Gross domestic product per capita growth rate (GDPC)
	It is the gross domestic product divided by midyear population. This study made use of its annual percentage growth rate which is based on the constant local currency and its aggregates are based on constant 2010 U.S. dollars.
	Percentage
	WDI Database

	Trade openness (TOP)
	This is the addition of both import and export, divided through by the gross domestic product of an economy and is expressed in percentage terms.
	Percentage
	WDI Database

	Trade protectionist rate (TPR)
	It is the overall computation of the real GDP and CIF (cost, insurance and freight) import prices is an adequate measure of trade protectionism. That is, trade protectionist rate is the ratio of the difference between the total CIF import prices for the past and present period and the difference between the RGDP for the past and present period (the value is multiplied by minus one and expressed in percentage)
	Percentage
	Computed using Central Bank Nigeria (CBN) Statistical Bulletin

	Government capital expenditure (GXK)
	Government capital expenditure which is a proxy for capital investment is the payment for the acquisition of fixed capital assets, land, stock or tangible assets
	Billion Naira
	Central Bank Nigeria (CBN) Statistical Bulletin

	Government expenditure on education (GXE)
	is the overall total, central and regional government expenditure on education (capital, current and transfers) expressed as a percentage of gross domestic product. Government investment on education, a proxy for labour input also includes expenditure funded by transfers from international sources to government.
	Billion Naira
	Central Bank Nigeria (CBN) Statistical Bulletin

	Gross capital formation
	Gross capital formation measures the outlays on additions to the fixed assets of the economy plus net changes in the level of inventories, that is, the overall investment created in an economy to yield productive capacity.

	Percentage
	WDI Database

	School enrolment
	School enrolment is the ratio of total enrolment, irrespective of age, to the populace of the age group that officially corresponds to the given education level
	Percentage
	WDI Database

	Exchange rate (EXCH)
	is the price of an economy's currency in terms of another currency. This means that the exchange rate is the rate at which one currency may be converted into another. An exchange rate has two components, the domestic currency, and foreign currency, and can be quoted either directly or indirectly.
	Naira/Dollars
	WDI Database




3.2 Theoretical Framework
This study is premised on the endogenous GDP growth theory propounded by Lucas (1988) and Romer (1989). The endogenous GDP growth theory asserts that for an economy to achieve sustainable GDP growth and development, government must invest in its key determinants such as capital, labour, and technology. This is because the higher the quality of capital, human resource accumulation, and technology, the higher the GDP growth and development. That is,


 											        (1)      

Where: Y = GDP growth, L = investment in Labour, K = investment in Capital including A = Technology.

This theory further posits that technology or technological progress is built on the level of competitiveness in domestic industries which in turn ensures technological innovations and the generation and implementation of long-term products in the economy.                    
                                           
A= f(CT)											       (2)  
    
Where, CT = competitiveness.
Consequently, the level of competitiveness, most especially in economies with low levels of technology, is built on the extent of government assistance to protecting domestic industries (Grossman & Helpman, 1994). That is,
CT= f(TPP)											       (3)	
Where TPP = Trade protectionism.
This assumption is in line with the infant industry postulation which states that domestic industries particularly in developing economies need protection from international competition (Shafaeddin, 2000). According to the argument, the protection of domestic industries especially infant industries is due to weak industrial expansion within developing economies. In order to accelerate competitiveness which will in turn result in the growth and development of developing economies, government support in terms of the protection of domestic industries plays a key role (Viner, 1953). Therefore, the endogenous growth postulation assumes that trade protectionism policies apart from investment in labour and capital are necessary for endogenous growth in economies especially those with the aim of rebuilding indigenous industries and bridging the gap between inequalities in gains from trade (Singer, 1984).  

3.3 Model Specification
The reference line equation of this paper (equation 4) is structured on Lucas endogenous GDP growth equation as modified/adapted from Aiyedogbon and Ohwofosa (2016), Silajdzic & Mehic (2018). In Equation 4, y represents macroeconomic performance (measured by exchange rate, unemployment and GDP growth) while l, k and tpp respectively represent investment in labour (proxied by government expenditure in education and school enrolment), investment in capital (proxied by government expenditure on capital) and trade protectionism (proxied by trade protectionism rate (tprt) and trade openness (trot)). Thus, Equation 4 is further specified as: 

										       (4) 

							                   (5)

yt is A vector of macroeconomic variables, like, GDP growth (proxied by GDP per capita), unemployment and exchange rate) where:
GDPC = GDP per capita, UNMP = Unemployment and EXCH = Exchange rate.
Other variables in this paper are defined as:
GXE = government spending on education, GCF= gross capital formation, GXK = government expenditure on capital, TPR = trade protectionism rate measure and TRO = trade openness measure.
Specifying equation (5) above in a linear form and integrating the stochastic term (ɛt) gives equation 6:


		                   (6)

If equation (6) is transformed into an ARDL model, equation (7) and (8) are specified as short run and long run models.

Short run (error correction) model for this study:

	       (7)
Long run model for this study:

	       					       (8)

[bookmark: _Hlk78353246]Where:  is the optimum lag length, ∆ is the difference operator,  -  is the short run dynamic coefficients of the models’ convergence to equilibrium in equation (7),  -   is the long run coefficient in equation (8), ECT(t - i) is the error correction term and  is the coefficient capturing the speed of adjustment back to long-run equilibrium after a shock in the short run. If the probability value of the exogenous variable is less than 0.05, it has a significant effect on the endogenous variable, that is, we reject the null hypothesis. For the long run model, the study obtained the short-run dynamic parameters of the model associated with the long-run estimates (Narayan & Smyth, 2008 and Odhiambo, 2009). 

3.4 Estimation Procedure
To examine the effect of trade protectionism on exchange rate, unemployment and economic growth this study first employed the unit root test which confirmed the stationarity of variables at levels I(0) and first difference I(1). In addition, the optimum lag lengths of the models were estimated using the structured VAR lag selection criteria (Akaike, Hannan-Quinn and Schwarz information criteria). Furthermore, in determining the existence of long run relationship between the variables in the models, cointegration tests were carried out using the ARDL bounds test cointegration technique. In addition, this study used the ARDL method to estimate the short run model and the long run model to examine the relationship between trade protectionist policy and macroeconomic performance in Nigeria. Thereafter, post-estimation tests such as heteroskedasticity, cumulative sum (CUSUM) stability and serial correlation tests were carried out.

4. Results and Discussion
4.1 Pre-estimation Results
Preceding the ARDL estimation, preliminary tests were carried out to determine whether the variables were stationary at levels or first difference. In testing for stationarity of variables, Augmented Dickey-Fuller (ADF) (Dickey & Fuller, 1981) and Phillips-Perron (PP) (Phillips & Perron, 1988) tests were used. Based on both stationarity tests, it was verified that all variables were stationary at levels or first difference; as such, ARDL estimation was suitable for analysis.
Table 2: Test for Unit root
	
	ADF Test
	PP Test

	
	I(0)
	I(1)
	I(0)
	I(1)

	unmp
	0.0133***
	-
	0.8788
	0.0042***

	exch
	0.5408
	0.0049***
	0.8081
	0.0094***

	gdpct
	0.0159***
	-
	0.0186***
	-

	lgxe
	0.1221
	0.0002***
	0.1349
	0.0000***

	lgxk
	0.8342
	0.0000***
	0.7829
	0.0000***

	tro
	0.2707
	0.0003***
	0.2707
	0.0003***

	gfc
	0.1782
	0.0002***
	0.2006
	0.0002***

	selm
	0.5057
	0.0007***
	0.4025
	0.0008***

	tpr
	0.0000***
	-
	0.0000***
	-


 Note: ***, ** and * depict substantiality at 1 percent, 5 percent and 10 percent respectively

Since this study comprised of three models- exchange rate (EXCH), unemployment (LUNMP), and GDP growth (GDPCT)- the optimum lag length was determined via the standard Vector Autoregressive (VAR) technique using Akaike, Schwarz and Hannan-Quinn information criteria. Table 3 reveals that the appropriate lag span of the three models (EXCH, LUNMP and GDPCT) based on the information criteria selection, were lag span one, one and three respectively, of which their selection ensured efficient analysis of data within the ARDL framework (Karlsson, et al.2019; Badshah & Bulut, 2020).


Table 3: Selection (Lag span) Result
	
	Lag
	LogL
	LR
	FPE
	AC
	SC
	HQ

	EXCH
	0
	-630.6480
	NA 
	 5722123.
	 35.42489
	 35.73280
	 35.53236

	
	1
	-457.0345
	 270.0655*
	 5940.572*
	 28.50192*
	 30.96517*
	29.36166*

	
	2
	-411.7746
	 52.80315
	 10120.83
	 28.70970
	 33.32830
	 30.32172

	
	3
	-362.8108
	 38.08298
	 28021.17
	 28.71171
	 35.48565
	 31.07600

	LUNMP
	0
	-849.7659
	NA 
	 1.11e+12
	 47.59811
	 47.90601
	 47.70558

	
	1
	-688.0100
	 251.6203*
	 2.22e+09*
	 41.33389
	 43.79714*
	42.19363*

	
	2
	-645.2153
	 49.92715
	 4.34e+09
	 41.67863
	 46.29723
	 43.29064

	
	3
	-581.7654
	 49.34999
	 5.37e+09
	 40.87585*
	 47.64980
	 43.24014

	GDPCT
	0
	-847.3320
	NA 
	 9.67e+11
	 47.46289
	 47.77079
	 47.57036

	
	1
	-708.8077
	215.4821*
	 7.05e+09
	 42.48932
	 44.95257*
	 43.34906

	
	2
	-660.7002
	 56.12544
	 1.03e+10
	 42.53890
	 47.15750
	 44.15092

	
	3
	-575.4908
	 66.27397
	 3.79e+09*
	 40.52727*
	 47.30121
	42.89156*

	* indicates lag order selected by the criterion



In testing for the presence of long-run relations among the models’ variables (EXCH, LUNMP and GDPCT), the bounds testing (ARDL) was used since the variables were both stationary at levels and first difference. Hence, Table 4 shows that a cointegration exists, as the calculated F-values were higher than the higher bound- I(1) at 5%. 
Table 4: Cointegration Result
	 Model
	F-value
	No. of explanatory variables (K)

	EXCH
	4.6119**
	6

	GDPCT
	5.7839**
	6

	UNMP
	3.8102**
	6

	

	Critical values

	Substantiality
	I(0)
	I(1)

	10 percent
	2.33
	3.25

	5 percent
	2.63
	3.62

	1 percent
	3.27
	4.39


Note: ***, ** and * represent 10 percent, 5 percent and 1 percent levels of substantiality respectively.


4. 2 Estimation
Table 5 shows that investment in labour (LGXE) has a significant and direct effect on Nigeria’s economic growth (t = 2.5011; p < 0.05). This implies that a percentage variation in labour investment will have a 6.36 percent increase on the standard of living in Nigeria thus yielding an increase in economic growth. However, school enrolment has no significant effect on economic growth, exchange rate or unemployment. By implication, the economic growth might be an outcome of investment in human capital rather than the actual development of human capital. This finding conforms with a priori expectation and implies that although Nigeria is yet to attain a substantial improvement in economic growth, investment in labour (through education) is an effective channel for abundant human capital empowerment in the country and a higher level of growth in the economy. However, Table 5 also shows that investment in capital (public and private) has a negative outcome on Nigeria’s economic growth (t = -2.1820; p < 0.05). While this contradicts a priori expectation, poor institutional factors such as corruption could dampen or yield a negative relationship between capital investment and economic growth since poor institutions negatively affect a country’s macroeconomic outcomes (Nam & Ryu, 2021; Akinbobola, Oladunjoye & Yesufu, 2022). In addition, implementation lag (long term benefit) is another factor which could cause a negative relationship between capital investment and economic growth. This is because trade protection policies often take longer to materialise into economic growth. 
[bookmark: _Hlk78124734]More importantly, trade protection (TPR) has a positive effect on economic growth in Nigeria (t = 2.2637; p = 0.0343). This implies that a percentage variation in trade protection will incur a 0.12 percent increase in economic growth. Likewise, the result for the UNMP model shows that as investment in capital via private capital (gross fixed capital formation) has a direct and significant relation with unemployment in Nigeria, government spending on capital has an inverse but insignificant effect on unemployment in Nigeria. In addition, Table 5 shows that trade protection policy yields a decrease in unemployment since a percentage variation in trade openness yields a 5 percent decline in Nigeria’s unemployment level. These findings conform with a priori expectation and support the findings of Udorffia, Ikoh, Iriabije (2025), Ruiz-Estrada and Park (2019), Obi and Abina (2018), Abboushi (2010) that trade protectionism spurs economic growth and acts as an impetus for employment in Nigeria. 
This study also reveals that both trade openness and trade protection measures are adequate indicators of trade protection policy and its effect on macroeconomic performance in Nigeria. For instance, Table 5 reveals that both indicators show no significant relationship between trade protection and exchange rate in the long run. Also, as trade protection indicator adequately measures the outcome of trade protection policies on economic growth, trade openness indicator adequately measures the outcome of trade protection on employment in Nigeria. Hence, both measures are complementary indicators of the effect of trade protection on macroeconomic performance in Nigeria.


Table 5: Long run (ARDL) Result
	[bookmark: _Hlk178826442]Variables
	Coefficients
	Standard error
	t-statistics
	p-value

	Dependent variable: Exchange rate (EXCH)

	LGXE
	-10.0849
	10.4092
	-0.9689
	0.3442

	LGXK
	12.0739
	21.1103
	0.5719
	0.5737

	SELM
	-0.2333
	1.2955
	-0.1801
	0.8589

	TOP
	-0.1682
	0.1444
	-1.1648
	0.2578

	TPR
	-0.2857
	0.3540
	-0.8071
	0.4291

	GFC
	4.1014
	2.6915
	1.5238
	0.1432

	Dependent variable: Economic growth (GDPCT)

	LGXE
	6.3628**
	2.5439
	2.5012
	0.0207

	LGXK
	-4.6361**
	2.1247
	-2.1820
	0.0406

	SELM
	0.0012
	0.1126
	0.01090
	0.9914

	TOP
	-0.0071
	0.0160
	-0.4439
	0.6617

	TPR
	0.1074
	0.0475
	2.2637
	0.0343

	GFC
	-0.6516**
	0.3126
	-2.0845
	0.0495

	Dependent variable: Unemployment (UNMP)

	LGXK
	-2.4600
	1.5371
	-1.6004
	0.1252

	LGXE
	-0.1859
	1.0600
	-0.1754
	0.8625

	TOP
	-0.0563*
	0.0194
	-2.8985
	0.0089

	SELM
	0.1365
	0.1100
	1.2410
	0.2290

	TPR
	0.0034
	0.0096
	0.3522
	0.7284

	GFC
	0.5151**
	0.2384
	2.1603
	0.0431


Note: ***, **, * designate 1 percent, 5 percent and 10 percent levels of substantiality correspondingly.

Table 6 presents the short run estimates for both EXCH, GDPCT and UNMP models. In addition to containing the error correction term (ECT) and short-run dynamics, the ECT was employed to verify the presence of a long-run relationship between the variables in the three models. This was to ascertain the co-integrating relationship among variables where the speed of adjustment values are negative and statistically significant at 1 percent, 5percent and 10 percent. The higher the parameter coefficient, the greater the speed of adjustment of the model from the short run to the long run. 

As indicated in Table 6, the ECT coefficients: -0.4049 (t = -7.0575; p < 0.01), -0.6976 (t = -7.8546; p < 0.01) and -0.5351 (t = -6.4149; p < 0.01) for exchange rate, economic growth and unemployment respectively, were all negative and statistically significant at the 1 percent level. This verifies the ARDL bounds test result in Table 4 that a long-run relationship exists among the variables in the EXCH, GDPCT and LUNMP models. It also confirms the co-integrating relationship among the variables, revealing the speed at which the variables return to long-run equilibrium. The ECT values show that the speed of adjustment is highest in the economic growth model at approximately 70 percent, while the exchange rate and unemployment models adjust back to long-run equilibrium by about 40 percent and 54 percent respectively following a short-run shock. This further indicates that, for trade protection policies to have a significant effect on macroeconomic performance, especially economic growth, long-run policies must be enacted and implemented by the Federal Government of Nigeria (USTR, 2011; WTO, 2017).

In addition, the short run estimates in Table 6 show that trade protection positively affects exchange rate (t = 2.9561; p <0.01) in the short run, but negatively affects economic growth in the (t = -5.3530; p < 0.01) and employment (t= 3.1561; p < 0.01) in the short-run. By implication, as trade protection reduces import demand and foreign exchange outflows, the cost of production rises, thereby causing a decline in economic growth and an increase in unemployment in the short run. Hence, this finding partially refutes the view of Udorffia, Ikoh & Iriabije (2025) which noted that trade protectionism positively affects economic growth in both short and long run. In addition to the view of Akpan & Akinbode (2026) which noted that trade protection can yield low competitiveness and high consumer prices due to high cost of production, this study adds that these costs may only occur at the initial level of trade protection policy-implementation.

[bookmark: _Hlk80543136]The tests of model significance, including R-squared, F-statistics and Durbin-Waston, for the EXCH, GDPCT and UNMP models were within acceptable ranges. The R-squared values were 73 percent, 76 percent and 69 percent respectively, indicating that these proportions of variations in exchange rate, economic growth and unemployment were jointly explained by labour investment, capital investment and trade protection in Nigeria. Consequently, 27 percent, 24 percent and 31 percent of the variations were due to factors not captured in the models. 

The Durbin-Watson Statistics was also used to indicate whether there is serial correlation in the residual of the model. The D-W values of 1.98 for EXCH, 2.13 for GDPCT and 2.39 for UNMP models therefore depicts the absence of serial correlation in the residuals of the estimated equations. This further verified the estimates of the standard error and statistical inference of the coefficients of the equations. Finally, the F-statistics which describes the overall significance of the model suggested that the estimated regression models (EXCH, GDPCT and UNMP) were statistically significant with F-statistic (P-value) 8.8857 (0.0000), 12.5350 (0.0000) and 7.5003 (0.0000) for the models respectively. 
[bookmark: _Hlk178838142][bookmark: _Hlk78124817]Table 6: Short Run (ARDL) Result
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.   

	Exchange rate (EXCH)

	C
	-115.9212
	17.7389
	-6.5349
	0.0000

	D(EXCH(-1))
	0.3195**
	0.1217
	2.6257
	0.0162

	D(LGXK)
	0.9172
	6.4512
	0.1422
	0.8884

	D(LGXK(-1))
	-22.8315***
	5.6958
	-4.0085
	0.0007

	D(TPR)
	0.0754*
	0.0255
	2.9561
	0.0078

	D(TPR(-1))
	0.2141
	0.0468
	4.5761
	0.0002

	CointEq(-1)*
	-0.4049
	0.0574
	-7.0575
	0.0000

	[bookmark: _Hlk165358211]
	
	
	

	R-sqd
	0.7247
	    Mean dep. Var
	8.5055

	Adj R-sqd
	0.6432
	    S.D. dep. Var
	18.0864

	S.E. of regn
	10.8040
	    AIC
	7.8100

	Sum sqd resid
	3151.6010
	    SC
	8.2059

	Log likelihood
	-131.5804
	    H-QC
	7.9482

	F-stat
	8.8857
	    D-W stat
	           1.9839

	Prob(F.stat)                     0.0000


	Gross domestic product per capita (GDPCT)

	C
	41.3271
	5.2015
	7.9452
	0.0000

	D(GDPCT(-1))
	-0.303**
	0.0985
	-3.0792
	0.0057

	D(LGXE)
	1.2236*
	0.6385
	1.91650
	0.0690

	D(LGXE(-1))
	-2.4455**
	0.6605
	-3.7023
	0.0013

	D(TPR)
	-0.0072
	0.0056
	-1.2750
	0.2162

	D(TPR(-1))
	-0.0623***
	0.0116
	-5.3530
	0.0000

	D(TPR(-2))
	-0.0347***
	0.0089
	-3.9119
	0.0008

	CointEq(-1)*
	-0.6974
	0.0888
	-7.8546
	0.0000

	
	
	
	

	R-sqd
	0.7581
	    Mean dep. var
	0.3574

	Adj R-sqd
	0.6976
	    S.D. dep. Var
	4.6053

	S.E. of regn
	2.5325
	    AIC
	4.8894

	Sum sqd resid
	179.5736
	    SC
	5.2413

	Log likelihood
	-80.0090
	    H-QC
	5.0122

	F-stat
	12.5350
	    D-W stat
	2.1305

	Prob(F.stat)

	0.0000
	

	Unemployment (UNMP)

	C
	-21.9274
	3.5453
	-6.1849
	0.0000

	D(UNMP(-1))
	0.4041**
	0.1183
	3.4162
	0.0027

	D(LGXK)
	-4.3323***
	1.0237
	-4.2321
	0.0004

	D(LGXK(-1))
	-1.6347*
	0.8969
	-1.8226
	0.0834

	D(SELM)
	-0.2149**
	0.0612
	-3.5137
	0.0022

	D(TOP)
	0.0214**
	0.0068
	3.1561
	0.0050

	D(TOP(-1))
	0.0298**
	0.0091
	3.2889
	0.0037

	CointEq(-1)*
	-0.5351
	0.0834
	-6.4149
	0.0000

	
	
	
	

	R-squared
	0.6897
	    Mean dep. var
	0.6006

	Adjusted R-squared
	0.5977
	    S.D. dep. Var
	2.5733

	S.E. of regression
	1.6322
	    AIC
	4.0300

	Sum squared resid
	71.9270
	    SC
	4.4259

	Log likelihood
	-63.5402
	    H-QC
	4.1682

	F-statistic
	7.5003
	    D-W stat
	2.3874

	Prob(F.stat)	
	0.0000
	
	


Note: ***, **, * designate 1 percent, 5 percent and 10 percent levels of substantiality correspondingly.


4. 3 Post Estimation Diagnoses
This study further evaluated the veracity (stability) of the equations utilizing diagnostic statistics such as serial correlation, heteroskedasticity and stability tests. As depicted in Table 7, the Breusch-Godfrey LM statistics shows that there is no presence of serial correlation since the LM test F-values for the models are greater than the 5 percent level of substantiality and that the issue of heteroskedasticity is absent in the three models in this study. 
Table 7: Diagnostics Tests Result
	
	F-value
	P-value

	EXCH
	
	

	Test for Serial Correlation
	0.3250
	0.7267

	Heteroskedasticity Test
	1.2169
	0.3353

	GDPCT
	
	

	Test for Serial Correlation
	0.1892
	0.8291

	Heteroskedasticity Test
	0.8139
	0.6480

	UNMP
	
	

	Test for Serial Correlation
	1.3927
	0.2739

	Heteroskedasticity Test
	0.9442
	0.5374


Also, the stability of the regression equation was assessed through the cumulative sum and sum of square (CUSUM and CUSUMQ) statistics (Ntembe et al., 2018; Mohanty, 2018). The analysis, as depicted in Figures 1, 2, 3 shows that the graphs of the estimation models are stable and within the critical threshold at the 5 percent level of substantiality, thus validating the co-integration and R2 results obtained in the models.

       

            
Figure 1: Test for stability (CUSUM and CUSUMQ) result for EXCH equation.


       

    
          Figure 2: Test for stability (CUSUM and CUSUMQ) result for GDPCT equation


      

                   
         Figure 3: Test for stability (CUSUM and CUSUMQ) result for LUNMP equation

	5. Conclusion and Policy Recommendations
[bookmark: _Hlk178841073]This study ascertained the short and long run effect of trade protection on macroeconomic performance in Nigeria using the ARDL econometric technique. It found that trade protection positively affects exchange rate in the short run and not in the long-run. It also revealed that trade protection positively affects economic growth and employment in the long-run but negatively affects employment and economic growth in the short-run. By implication, this study concluded that, trade protection acts as a temporary exchange rate stabilization mechanism since it can strengthen the exchange rate only in the short-term. The study also revealed that high production costs, unemployment and low economic growth are the initial costs attached to adopting trade protection strategies in Nigeria while employment and economic growth are the long-term benefits. 

Additionally, this paper concluded that both trade openness and trade protection are adequate measures of trade protection, as they complement each other in determining the effect of trade protection on macroeconomic performance in Nigeria. Hence, since trade protection policies provide support for productivity, this study recommends that the government greatly invest in technology and human capital while improving its level of institutional quality. To further enhance competitiveness and economic growth and mitigate short run losses in economic growth and employment, this study recommends the implementation of more fiscal support and social protection programs to aid human capital and indigenous industries. Lastly, for Nigeria to achieve macroeconomic stability while still employing trade protectionist policies, this study recommends export diversification from oil to non-oil sectors. This will improve long-term exchange rate stability, competitiveness and overall macroeconomic performance. 
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