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This study examines jobless recovery and its effect on Nigeria’s economy. The underlying objective of this
paper is to evaluate the trend between the increasing gross domestic product and the rate of unemployment
in Nigeria. To empirically analyze the impact of the jobless recovery in the nation, we estimated a two-
stage least square regression from 1986 to 2018, and our results support the view that the increasing real
gross domestic product in the nation is associated with the country’s jobless recovery status.
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INTRODUCTION

Every economy experiences bearish and bullish times according to the Business Cycle Theory (BCT)
building on (Lucas, 1980) work; this paper will define BCT as the economic expansion, peak, recession,
trough, and recovery. The recovery, expansion, and peak periods are characterized by economic growth,
increased productivity, and low unemployment rate while the recession and trough period are the exact
opposite. An economy is declared to be in a recession when the economy’s Real Gross Domestic Product
(RGDP) reduces consecutively for two quarters. However, when an economy experiences a positive
relationship with RGDP and unemployment rate, that country is said to be in a jobless recovery state. The
relationship between growth, poverty, and inequality has been the focus of economic growth theory and the
interest of many scholars’ such as ((Romer, 1989 & 1990), (Osiobe, 2019) (Mankiw et al., 1992), (Lucas,
1988), and (Fosu & Gafa, 2020)).

Fosu & Gafa (2020) found that the poverty level in Africa has declined over the past few decades due
to the rise in Real Gross Domestic Product per capita RGD Pyer capita- Which is consistent with the global
economy. Inequality, which this study will use the GINI index as a proxy, is defined as the extent to which
the distribution of income and consumer expenditure among individuals and households within an
economic region diverge from an equilibrium distribution state (World Development Index (WDI), 2020).
This index is appropriate because it is the primary driver of changes in poverty within a community and,
has played a significant and complementary role in economic growth and income (re)distribution in some
countries like Kenya, Nigeria, Ghana, and South Africa, with a GINI of 40.8, 43.0, 43.5, and 63.0,
respectively (WDI, 2020).

Our study builds on (Mbaku, 2020) by aiming to blend the general and specific in probing the complex
issue of Nigeria's jobless recovery. While also contributing to the literature on Nigeria’s economic growth
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theory and empirically analyzing the socio-economic impact of the nation’s jobless recovery, critically
examining the widespread optimism about Africa rising (Frankema & Waijenburg, 2018) and probe the
rising problem of inequality and precarious work environment in Africa. Nigeria's economy is a prime case
study because the country had some compelling economic indicators in the last fiscal cycle. These
indicators include but are not limited to the nation’s RGDP growth of 2.3% in 2019, an inflation rate of
11.3%, fiscal revenue of 7% below the country’s Gross Domestic Product (GDP), increased public spending
financed mainly by borrowing, a public debt of 83.9 Billion (bn) United States Dollars (USD) (68%
domestic and 32% foreign), which is 14.6% higher than 2018, and a poverty rate higher than the national
average of 69% in rural communities (Africa Development Bank Group (ADBG), 2020).

According to ADBG (2020), the status quo of the Nigerian economy can be attributed to the low skill
limit opportunities for employment in the mainstream economy. In Nigeria, incongruous with the western
world economic recovery, the rate of unemployment has been increasing. A prolonged jobless recovery
seems unrealistic because, in most recovery periods, the unemployment rate reduces, consumer confidence
increases, M1 & M2 money supply increases (((M1) monies that are the most liquid example (e.g.), cash
and debit cards) ((M2) monies that are less liquid, e.g., stocks)), and aggregate demand increases; promoting
economic growth. Weller (2014) corroborates this, stating that the labor market and industries pivot towards
economic recovery after a recession. The study aims to evaluate the effect of the jobless recovery
phenomenon in the Nigerian economy by using a Two-Stage Least Square (2SLS). Our result shows that
increasing InRGD P; and InPop_t will hurt the nation UR;. The 2SLS results imply that the quality and type
of work are central to the growth rate of inequalities in Nigeria. The International Labor Organisation (ILO)
decent work agenda established a utile measuring scale for labor at the international level (ILO, 2020).
According to Obeng-Odoom (2014), Africa, on the rise, is the new persona that is replacing the negative
image of the continent. The re-imaging of Africa has generated considerable interest among scholars that
the region has been the center of the world's socio-economic crisis jokes. Mackett (2020) found that higher-
paid professionals tend (not always) to have a decent occupation compared to low-skilled workers in
elementary occupations. On the other hand, the higher a person is on the occupational ladder, the lower the
individual scores in other economic indicators, such as decent working time and balancing work—family—
and—personal life and vice-versa.

The Concept of Jobless Recoveries

The United Nations Development Program (UNDP, 1993) defines jobless growth as a phenomenon in
which an increase in employment lags far behind an increase in output. Thus, jobless growth refers to a
situation whereby the growth in real GDP moves at a faster rate than the growth in employment. In other
words, as GDP grows, the unemployment rate is also on the rise. In 1996, the UNDP gave a broader view
on jobless growth as growth in output that generates little or no employment, suppresses wages, makes
working conditions dreary, and brings about precarious livelihoods.

Study Area

Nigeria is a nation located in West Africa with 36 states and the Federal Capital Territory (FCT) and a
population size of 195 Million (mn) people as of 2018 (WDI, 2020). The FCT lies between latitude 8° 25’
and 9° 25’ North of the equator and longitude 6° 45” and 7° 45 East of the Greenwich meridian. It is located
in the middle belt of Nigeria (Osiobe, 2018).
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FIGURE 1
MAP OF NIGERIA SHOWING THE FCT, ABUJA MUNICIPAL AREA, AND
GWAGWALADA AREA
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The country is multicultural, with over 250 ethnic groups, with Hausa, Igbo, and Yoruba as the largest
ethnic groups with over 500 unique native languages. According to the (WDI, 2020), it is an emerging
nation and the regional power of Africa.

LITERATURE REVIEW

Graetz and Michaels (2017) state that since the early 1990s, recoveries from recessions in the United
States (US) have been associated with weak employment growth. According to them, a possible explanation
for these jobless recoveries is founded in technological change. The study adopted data on recoveries from
71 recessions in 28 industries and 17 countries from 1970-2011. The aim was to compare the US jobless
recoveries with those of other developed countries who had a good technology base. The results suggest
that though GDP recovered more slowly after recent recessions, the employment rate did not. The authors’
findings indicate that technology is not the cause of jobless recoveries in developed countries outside the
US.

Sanusi (2012), examines the dynamic relationships that exist between output growth and
unemployment in Nigeria. The study employed a generalized method of moments and linear estimation on
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data for the period 1970-2010. The results from the linear estimates point that the short-run relationship
between output and unemployment is negative, but in the long-run, it is positive. This result, therefore,
provided support for the hypothesis of non-linearity in the dynamic relationship between output and
unemployment and confirmed that the dynamic relationship is non-linear and hump-shaped.

Samavati and Stumph (2004) examine the effect of the 2003-2004 jobless recovery on income and
poverty in the US. The study shows a disproportionate number of single mothers and children make up the
poor class; the paper went on to study the effect of declining income and arise in the overall poverty rate
on the most vulnerable groups in the society (minorities, women, and children). The findings suggest that
jobless growth worsened the rate of poverty.

Workforce Flow Chart
Figure 2 shows the workforce flow chat of any economy. For our study, we will assume that the Total
Population (Tp,,) to be 190 Mn people, which is the starting point of the flow. Within the population

sample, an economy will have the Dependent Population (Dp), which are people within the age groups of
(0 — 15 years (yrs)) and the older people, which are persons’ within the ages of (65+ yrs). Within the total
population sample, an economy also has the Institutionalized Group (/;) that comprises of people who are
in correctional academies, prisons, and hospitals. To get the adult population or labor force, we utilize
equation (1):

Tpop — (Dp + 1) = Adult population/labor force (1)

The labor force is made of the population group within the age group of (16 — 64 yrs). The labor force
is employed (worked at least one hour in the previous week) and unemployed (people actively looking for
a job within the past four weeks). The final is the retired population, students, family members like house-
husbands that help with house chores, and the discouraged group. From 1970-1998, Africa’s poverty rose
by 55% from 11% to 66% despite a period when foreign aid inflows were at its highest level. But Foreign
aid may be beneficial as a palliative, when targeted at specific, narrow objectives, such as the prevention
and eradication of diseases like malaria, tuberculosis, HIV/AIDS, smallpox, diarrhea. Other economic woes
that have plagued Africa nations include but are not limited to lack of decent work-(place), attractive
investment opportunities, capital flight, and minimum risk high-interest investment in western countries.
The United Nations (UN) coined the term decent work, and the decent work agenda was not only to
establish a definition of good practice, which can be used as a yardstick for workers, but also to create unity
among workers, governments, and employers (Mackett, 2020).

The decent work agenda is based on the understanding that works is not only a source of income but
more importantly a source of personal dignity, family stability, peace in [the] community, and economic
growth that expands opportunity for productive jobs and employment” (Cohen & Moodley, 2012). The
growing popularity of the term also suggests the importance of moving labor market debates beyond the
employment/unemployment discussion. This is especially important, given that in many countries, labor
market wages are the primary source of income. Thus, indicating that inequality in the quality of jobs and
the subsequent wages and opportunities derived from them will also translate to broader inequalities within
the society.
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FIGURE 2
WORKFORCE FLOW CHART
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METHODOLOGY

Analysis of the Two-Stage Least Square (2SLS) and the Ordinary Least Squares (OLS) Methods
The OLS linear regression assumes equation (2) to be a zero systematic error:

Yn = Z?:O .Bixni t & (2)
The matrix notation of n. 1 and a vector notation of n . k (the matrix); k . 1 (vector); and the resultisn.1.
n.1l (3)

where [e] =0
The 2SLS implemented when some of the independent variables correlate with € n and faces an
endogeneity problem.

’ -1,
02515 = (ZpZ) Zy'y 4)
where Z,Z = Zp'Z,, which is the OLS of'y on Z,,.

Variables

This study sourced its data from the ((Central Bank of Nigeria (CBN), 2019), (Index Mundi (IM),
2019), and (CEIC, 2019)). The variables adopted for the empirical analysis includes the Unemployment
rate (UR;), which is the explained variable in the base equation (8). UR; is defined as the number of people
within the labor force who do not have jobs but are actively looking for one (source (IM, 2019)). Real Gross
Domestic Product (RGD P;) an explanatory variable; it is the total value of economic output produced within
any sovereign economy each year and adjusted for inflation (source (CBN, 2019)). Foreign Direct
Investment (FDI,) an explanatory variable it refers to the total value of investment made in a country by a
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foreign government, agencies, or even multi-national corporations (source (IM, 2019). Population (Pop;)
refers to the total number of people living within a geographical location (source (CEIC, 2019)). And
inflation rate (Inf;) a dropped explanatory variable after a robustness test and model sensitivity test. Inf;
is the rise in the general price level of goods and services in an economy, and ""t"" is the time from 1986 —
2018.

Model Specification
The OLS equation before the robustness and sensitivity test is:

UR; = By + P1InRGDP, B,FDI; + BzlnPop; + LuInf; + w; (5)
And then operationalized to our base model as:

UR; = 0y + 0;InRGDP, + 0,FDI, + 0;InPop, + u; (6)
Endogeneity exist between UR, RGDP,, and FDI,. Hence, we predict InRGD P, using FDI, and InPop,.
InNRGDP, = InRGDP, = yo, + y,FDI; + y,InPop, + & (7

The Endogeneity Relationship

According to lloabuchi (2019), after analyzing the effects of the unemployment rate in Nigeria and
economic growth, the author found that there is a unidirectional Granger causal relationship between
unemployment and economic growth, supporting the assertion of endogeneity between UR; and InRGD P,
in our study. Gross & Ryan's (2008) paper that investigated the effects of employment projection laws and
contract jobs on Japanese firm-level FDI in Western Europe in the ‘80s” and “90s’ find that these protections
do matter in the location choice of Japanese investors and hurt FDI-related employment size. While (Fung
et al., 1999) found that increasing FDI into a nation can affect the economic dynamics of a country
positively and negatively, supporting the supposition of endogeneity between UR; and FDI; in our model.

Osiobe (2019) analyzed the effects of Australia’s declining fertility rate and found an inverse
relationship between fertility rate and income per capita and from the model used in the paper, there is a -
0.11%-point relationship between (Table 1 of the study), population and real gross domestic product per
capita and population. This study can be used as a frame to defend the endogeneity relationship between
UR_t and InPop_t. To operationalize the base equation (6), we substitute InRGD P, with InRGDP, " as the
new base model equation (8):

URt = 60 + 6llnRGDPt + 62FDIt + 531nPOpt + [ (8)
Data Analysis and Results

TABLE 1
SUMMARY STATISTICS OF THE VARIABLES (log)

UR, RGDP, _ Pop, FDI, Inf,
Mean 9.37 3662 1331513 3120

(1037)  (11.76) 19.92
Median 9 289.5 128667 1880

(1027)  (11.76) 12.22
Maximum 22 698.1 195875 8840

(11.15)  (12.19) 72.84
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Minimum 1.9 15237.99 85819 193 538
(9.63) (11.36)

Std. Dev.  5.61 194.1 33008.99 2590 18.29
(0.52) (0.24)

Source: Authors’ calculation
n =33

The Balance of Payment Account (BOP A/C)

The BOP a/c is a record of all payments or monetary transactions between a country and the rest of
the world during a specific period. The equation for the BOP a/c is:
BOP A/C = Current Account (C a/c) + Capital Account (K a/c ) + Financial (F a/c) 9)
with the assumption/hope that:
Ca/c =Ka/c +Fa/c (10)

Result Interpretation

TABLE 2
2SLS RESULTS
Coefficient T-value P-value
InRGDP, 13.47 3.53 0.00%*3*
FDI, -1.98 -1.09 028
InPop; -7.46 -2.65 0.01%%*

Adj-R 2 20%
1%*%*; 5%%*; 10%*
Authors’ calculation

Table 2 shows our empirical findings. It can be inferred from the study that a 1% increase in (InRGD P;)"
will lead to a 0.13%-point rise in UR,. According to Anyaehie & Areji (2015), Nigeria is a mono commodity
(petroleum) based economy and is plagued by the Dutch disease (Otaha, 2012). Due to the country’s oil
sector's heavy dependence on foreign experts, the energy sector exerts a significant influence on the nation’s
economy by acting as a prime mover. Hence, the country is in a vicious circle because it has zero
competitive, comparative, nor price advantage of its main export (crude oil) and import (refined produce)
(Ayadi et al., 2002). Our result implies that most skilled workers' jobs in Nigeria, especially in the oil
industry, are handled by qualified experts (white-collar employees). These experts (in most cases in the oil
industry) (Ogunwa, 2012) have little ties to the country hence, reducing their net Marginal Propensity to
Consume (MPC) in Nigeria. This reduction in the foreign experts' MPC within the country, will have a net
negative impact on the nation’s economy (direct, indirect, and induced). As a result of this shift in capital
flight and remittances, the net multiplier of money within the country will decrease, resulting in a reduction
in the nation’s Marginal Propensity to Save (MPS).

Subsequently, as capital flight and remittance for foreign experts continue to increase, the net demand
for the naira in the money-market will reduce, causing the currency to lose its value while increasing the
value of other hard currencies like the USD. Hence, fostering economic growth and development outside
Nigeria. Studies like ((Ballard, 2003) (Siddique et al., 2012) (Fayissa & Nsiah, 2010) (Pradhan et al., 2008)
(Adams, 2006) (Adams & Page, 2005) (Adam, 2011)) showed a positive impact on growth and reduced
poverty in the developing world. At the margin, they spend less on consumer goods and more on investment
goods like education and housing. Concerning this study, we associate the positive statistical relationship
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between UR, and (InRGDP,)", with capital flight and the outflow of remittances through the K a/c and
F a/c (see equation 9 & 10) via transfer payment and FDI to their friends, families, and lucrative businesses
abroad. This analysis with the BOP a/c is justified because it allows economists and policymakers to
identify any long-run trends (jobless recovery) that could harm the economy.

Figure 3 shows the remittance flowing from the developed world to the developing world. The red and
black parallel lines linked to the BOP a/c shows remittance movement from Nigeria to the rest of the world,
and the redline indicates more FDI flows out of the country. According to the WDI (2019), global
remittances flowing from high-income countries, reached 689 Billion (Bn) USD in 2018 up from 633 Bn
USD in 2017. However, Nigeria has a high share of remittances as a share of GDP, which is 21% of its
GDP (The World Bank Group, 2019). Ang (2007) analyzed the 3rd, largest recipient of remittances in the
world after the nation India and Mexico, the Philippines who received about 11 Bn USD in 2005, which
accounted for 10% of the nation's GDP. Aug (2007) confirmed ((Taylor, 2006) & (Ballard, 2003))
presupposition that although remittance may contribute to economic growth, there is a need to create
economic policies that promote active development in the region. Because, these remittances do not solve
the problems of necessary infrastructure, access to credit, and other development problems.

FIGURE 3
FLOW CHART OF REMITTANCES
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Our findings support those of (Leon-Ledesma & Piracha, 2004), whose result showed the impact of
remittances on unemployment depends on its effect on productivity growth and investment. The authors’
analyzed 11 transition countries from 1990 — 1999 and found a positive impact on productivity and
employment both directly and indirectly through its effect on investment. Javid et al., (2012) supports the
finding that remittances have a substantial and statistically significant impact on poverty reduction, thus
suggesting that there are significant potential benefits associated with international migration for poor
people in developing countries like Pakistan.

Our results show that an increasing (InRGDP;)" will increase UR,, which can be associated with an
increasing capital flight and outflow of remittances from Nigeria, which is an emerging economy to the rest
of'the world. Ceteris Paribus, this implies that the foreign experts who work in the mono-economy, primary
industry (the oil sector) with zero ties to the country; hence, they will send a large share of their net income
to their home country. Thus reducing their overall net MPC and MPS, and increasing capital flight and
outflow of remittances. Our results also show that a 1% increase in InPop; will lead to a 0.75%-point
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decrease in UR,. This implies that as the fertility rate in the country increases, UR; decreases. The result
can be explained using the steady-state, where all endogenous variables are constant

¢c=x=p=k=10=0 (11)
Translating into our base-equation (7):
¢c=x=p=k=10=0 (12)

Operationalizing to the golden rule as capital accumulates and population growth increases, Figure 4 is
assumed, and it shows the effect of InPop, on UR, at the steady-state. Where R represents white-collar
jobs, R represents blue-collar jobs, 71 represents white-collar-pay, T represents blue-collar-pay, Q is
associated with 7, R, and 7 = 0 that shows the time reallocation towards white-collar jobs and away from
the blue-collar jobs in the Nigerian economy justifying the saying that “monopolist never set the price in
the inelastic range of the demand curve.”

FIGURE 4
STEADY-STATE AND THE DYNAMIC TRANSITION SYSTEM
ASSOCIATED WITH UR, AND InPop,

Source: Authors’ creation
The deadweight loss as a result of this movement will result in higher pay for white-collar jobs, moving

from point T to 1 which will increase the outflow of remittances and capital flight from Nigeria to the rest
of the world. Thus, affecting the Nigerian job market, while the country’s productivity level keeps rising,
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and the unemployment rate keeps increasing. On the other hand, blue-collar jobs will increase their supply,
resulting in lower wages, which has a strong association with increasing MPC on consumer goods and
decreasing MPS, which will create an intertemporal substitution effect that will reduce capital accumulation
in the economy, reducing investment and productivity. Figure 4 assumes S to be elastic and S is inelastic.

According to Wang et al. (1994), the sign of the correlation depends crucially on which shock initiates
the motion on the relative reactive reactions of labor and capital stock input. The empirical evidence on the
movement between the growth rate of Real Gross Domestic Product per capita and population growth has
been inconclusive (Kormendi & Meguire, 1985). Barro & Becker (1989) examined how families and
macroeconomy interreact, while (Becker et al., 1990) led the understanding of long term growth, and
recognized much economic investment is directed towards human beings and physical capital.

DISCUSSION, FINAL THOUGHTS, POLICY IMPLICATION, AND CONCLUSION

Discussion and Implication

In the context of the base model (equation 8), the potential foreign expert may observe growing
employment at home. Still, higher wages works are in the Nigerian oil industry as an expert (Figure 4 S*
curve) if allowed to move within a defined period, usually between (3-9 yrs). A traditional migration model
will expect that at a time of low unemployment rate in one's country of origin, outmigration would increase,
and immigration will decrease, but it is reasonable to assume that the potential immigrant (oil-foreign-
expert) may feel more certain about the benefits of moving if they expect to return to their home country
within a specified period. Hence, immigration increases, but so does capital flight and outflow of
remittances (see Figure 4). According to Obeng-Odoom (2018), the major criticisms of modern-day
mainstream development economics is that the industry does not provide an effective approach to studying
inequality, and it is too Western-centric in both its concepts, methodology, vision of an ideal society. Some
of the available analytical problems have contributed to worsening social conditions in Africa because they
have shaped African development policies.

The relationship between RGDP and unemployment in emerging countries has been well debated.
There are two views; the negative view holds that an increasing RGDP will increase unemployment,
increase capital flight, and residents' dependency on remittances from friends and family working abroad.
This scenario distorts the economic growth and development process since the animal spirit of the economy
(optimism and pessimism), leans more pessimistic. The other view is that an increasing RGDP will reduce
the unemployment rate, which is one of the critical factors in poverty alleviation, which is, growing the
middle-class population. According to Leon-Ledesma & Piracha (2004), the job structures and economic
circumstances in each region differ. Migrants from relatively emerging to developed countries may perceive
migration as enhancing long-term job prospects in any labor market through the acquisition of skills,
experience, or the accumulation of savings, which will be used to finance future self-employment; through
the creation of small businesses.

Policy Recommendation and Conclusion

Based on theoretical reviews, empirical reviews, and analysis, we recommend the implementation of
the economic diaspora to stimulate economic growth and development in the country. For this paper, the
economic diaspora will be defined as people who have roots from a particular nation either through ancestor
or birth, but live in different parts of the world and have economic skills or finance that the country needs
or outsource to the foreign experts. The opening of the People’s Republic of China to the capitalist world
led by President Jimmy Carter and Deng Xiaoping after 1979, was done in a spatial sequence designed to
mobilize the resources of China, with the special economic zones located in crucial areas of migrant origins.
Where most of the significant FDIs inflow that has come into China, has come from the Chinese diaspora
(Smart & Hsu, 2007).

Uduku (2007), analysis on how Igbo community, primarily the home town union/associations activities
in the diaspora of the World Igbo Congress (WIC) have maintained links with the home town communities
via fostering small and large-scale economic ventures, including but not limited to capital construction
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project, local investments, and occasionally local recruitment project for the international market from
home towns (often small villages) in Eastern Nigeria. If other regions can imitate, not ignoring the
remarkable efforts already made by local NGOs, these efforts will help flatten the S*1 curve in (Figure 4),
making it more inelastic. Vietnam’s economic growth has implemented the returning diaspora more
recently. Pham (2011) examined the recent government policy towards the Vietnamese diaspora, and the
official contributions reveal that the economic diaspora used informal networks as their main route to make
investments into the nation. Supporting our recommendation that will flatten the S*1 curve (see Figure 4),
the economic diaspora would be sufficient. Other countries that have practiced economic diaspora in recent
times include, but are not limited to, India. The economic policies of the nation have undergone a paradigm
shift (Kapur, 2004) analyzed the impact of transborder flows of ideas transmitted through international
migration and return by Indian intellectuals and entrepreneurs on the policy preferences of governing elites.

Kapur (2004) argued that while these ideas transmitted are significant to growth and development, they
are also the least evident. It is important to note that economic diaspora is not a fix-all pill to the jobless
recovery state of the Nigerian economy but a step in the right direction. Other economic policies will need
to support the initiative if implemented, like but not limited to the enforcement of the rule of law, property
rights, and conversion of the democratic system from a nepotism system to a meritocracy system. With the
economic growth in sub-Saharan African countries, Sub-Saharan Africa has experienced 20 years of
virtually uninterrupted growth since the mid-1990s and combined with greater political and macro-
economic stability in the region. Economists and policymakers have expectations that this growth will lift
the regions’ bottom millions out of poverty by 2030. This assertion is analyzed using three geo-social-
economic success and region-specific-development trajectories 1) Britain’s capital-intensive path, 2)
Japan’s labor-intensive way, and 3) Ghana’s land-extensive growth path. The analysis in this paper has
relevance even outside the context of the studies base model (equation 8) and underlining presupposition.
For instance, our analysis impacts remittances, capital flight, migration, and consumption will contribute
to testing the validity of the study.

Overall the empirical evidence from previous studies ((Graetz & Michael, 2017) (Sanusi, 2012) and
(Samauati & Stumph, 2004)) on jobless recoveries supports the hypothesis that a non-linear dynamic
relationship exists between output and unemployment. Our results show that an increasing [InRGDP, will
increase UR, and increasing InPop, will decrease UR; at the 1% significant level. Our findings bridge the
existing gap of western-centric approaches of locating these problems within the realm of ideas and look to
the nexus between ideas, materialism, and history (Obeng-Odoom, 2018) while backing our finding with
empirical analysis. Africa’s poverty levels have steadily declined since the “90s, and this progress has been
driven by GD Pper capita_ growth, which is consistent with the global evidence.

Inequality plays a complementary role in the rise of jobless recovery rate, poverty rate, and it is the
primary driver of socio-economic changes in most developing and developed countries. Reducing
inequality has increasingly become the main focus of economic growth, development, and economic
stability, but poverty reduction is at the forefront of the development discourse in Africa. Although relative
poverty has been on the decline in most countries, absolute poverty levels remain on the rise in Africa as
population growth has been increasing exponentially, for example, Nigeria, which in turn has been
offsetting the fall in poverty rates within the region.

Economists and policymakers agree that a higher pace of poverty alleviation programs will require a
more intensive process of structural economic transformation that includes but are not limited to 1)
increasing per capita productivity in agriculture, industry, and services sectors; 2) the transformation of per
capita low productivity sectors into high productivity sectors (e.g., subsistence agriculture, informal
economy); 3) a relatively egalitarian process between the poorest and affluence demographics of Africa.
Existing literature suggests that countries’ fundamental characteristics, growth, and redistributive policies
are the underlining factors behind poverty reduction. Fosu (2015) has observed that the progress on poverty
since the early-mid 1990s may be attributable primarily to income growth, presumably linked to the GDP
growth resurgence. However, improvements in income distribution have been complimentary.

Today, compared to other sub-regions, the progress in sub-Saharan Africa (SSA) on poverty has been
slow, and poverty levels remain relatively high (Thorbecke, 2013). The evolution of rural-urban exchange
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is not a linear growth trend. According to (Frankema & Waijenburg, 2018), three generalizations are valid.
1) the current process of urbanization in Africa is stimulating economic growth via enhanced consumer-
side demand; 2) the agglomeration effects are raising labor per capita productivity by increasing division
of labor and specialization, resource sharing, access to public goods, e.g., healthcare and education, and
positive economic growth spill-overs; 3) the domestic market integration strengthens the forward and
backward linkages between the agricultural, manufacturing, and service industries. Nigeria ranks among
the bottom quintiles on the poverty gap. It squared poverty gap concerning the direct effect, redistribution
of resources from the rich to the poor segment of society is likely to reduce poverty, even with a negligible
growth (Bourguignon, 2003). But, according to (Fosu, 2015), inequality may or may not promote poverty
reduction, depending on a country’s level of income. While a reduction in inequality would generally
decrease poverty, in developing countries, redistribution may exacerbate poverty.

Nevertheless, Nigeria has also grown tremendously in terms of GDPper capita (WDI, 2020), failed to
generate a significant increase in income growth, presumably due to the dominance of capital intensive
sectors (oil industry) in the country. Supporting the slope differentiation in (Figure 4) that at higher
standards of poverty, greater efforts on growth and inequality reduction are required to alleviate poverty.
While in many African countries, the poor seem to have benefited from economic growth, in other countries
such as Nigeria, this trickle-down effect has been limited. One of Africa's growth and development central
problem is that the very norm of economic growth and development, is not conceived of at the African
level, but at the international level, by institutions such as the World Bank and the International Monetary
Fund. The strategies for the continent's growth and development path are not empirically studied from
primary data investigations from grass root researchers. Development is about the welfare and development
of human capital which can be defined as education and training (formal, informal, and culture); knowledge;
labor; skills (general, firm, job, and task-specific); experience (Osiobe, 2020) but, not just about RGDP
growth. Development must not be limited to the stated definition, but, be centered around human capital
while integrating his beliefs and relationship with his fellow man. That is, development should be the
organic outcome of a people’s value system, their perceptions, concerns, and endeavors with a path for the
improvement and understanding of other cultures.

Studies Limitation and Future Studies

Although the data limitations constrained our empirical results and gave little space for further analysis,
our results are theoretically consistent and statistically robust. The results of our findings display a negative
relationship between InRGDP, and UR,; a positive correlation between InPop, and UR, within the
Nigerian economy. Further research is necessary for analyzing the jobless recovery phenomenon by using
different methodology and variables.

Takeaways

The overwhelming reliance on revenues from natural resource extraction (oil and gas industry) has
stimulated the ‘jobless recovery’ epidemic in the nation and conspicuous consumption, and little expansion
of employment in other industries with smaller profit margins. Scholars of different disciplines are divided
about the extent to which recent growth is also driven by improved governance (Work, 2002), increased
levels of education and investment (Osiobe, 2019 & 2020), growing urban middle classes (Daramola &
Ibem, 2010), deepening financial markets (Onwumere et al., 2012), Information and Communication
Technology revolutions/evolution (Ogunsola & Aboyade, 2017), and rapid demographic growth as a result
of major improvements in human health (Iwejingi, 2011). The current wage gaps between African
economies and late industrializing countries in Asia, e.g., Vietnam, Bangladesh, and China, are not nearly
as large as the gap between Britain and Japan around 1900. Hence, labor-intensive exported
industrialization seems harder to realize for Africa in a world where Asian manufacturing is still building
on its momentum.

This work addressed the jobless recovery phenomenon in Nigeria for which ongoing debates of why
RGDP can lead to an increasing unemployment rate and how the federal government of Nigeria can
implement the economic diaspora policy to foster economic growth, development, and reduce the
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unemployment rate in the region. This work has presented the 2SL.S approach to address the jobless
recovery phenomena in the country. Our paper can be used to provide valuable information to guide future
researchers interested in this topic and policymakers when creating and implementing new and amending
existing growth and development policies.

Final Thoughts

This paper investigated the effect of InRGDP, and UR, in the Nigerian economy. The authors' argument
is based on theoretical and empirical backings. The results are inversely different (developed to emerging
country) migration. But consistent with findings from previous works on the impact of RGDP and
unemployment in the traditional economic growth theory in which economic growth and development are
associated with a low unemployment rate. But the jobless recovery phenomenon does exist in Nigeria, and
the paper’s empirical findings provide evidence to the proposition.
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