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Abstract 

The paper examines the real sector performance and unemployment rate in Nigeria. The objective of this 

study is to examine the impact of the real sector performance on unemployment rate in the Nigerian 

economy. To achieve this objective, data on unemployment rate, index of agricultural productivity and 

index of industrial productivity for the study was sourced from CBN statistical bulletin and National 

bureau of statistics. The econometric method of OLS, co-integration/error correction mechanism and 

Granger causality tests were employed as the analytical tools. The short run results reveal that real sector 

variables (index of agricultural productivity and index of industrial productivity) have significant impact 

on unemployment rate. While only index of industrial productivity has a negative relationship with 

unemployment rate. The long run result depicted by the parsimonious error correction mechanism 

revealed that both indexes of agricultural and industrial productivities are rightly signed. Also, the 

coefficient of the parsimonious ECM has the appropriate sign that is negative and statistically significant. 

Meaning that the short run dynamics adjust to long run equilibrium relationship. The Granger causality 

tests carried out on the estimated model shows that a unidirectional causation exist between 

unemployment and index of agricultural productivity, unemployment and index of industrial productivity. 

Comparatively, agricultural sector has helped the Nigerian economy in the reduction of unemployment 

rate than the industrial sector. Evidence was drawn from the parsimonious ECM result. Based on the 

findings above, the study suggests; Governments should create an enabling environment for private 

driven economy to thrive through realistic power and energy programmes and reforms, functional 

institutions and reduction in the cost of loanable funds. This will   encourage local industries and foreign 

direct investments into the real sector of the economy thereby increasing the levels of employment 

generation. 
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INTRODUCTION 

1.1 Background to the study  

The real sector is the sector in which there are productions of goods and services through combined 

utilization of raw materials and other factors of production such as labour force, land and capital or by 

means of production process. It also refers to those areas of activities in the agricultural and industrial 

sectors that result in the production of traded and non-traded goods and services.  

Market is the determiner of what society should produce and through what combination of production 

factors. The two major markets in the real sector are: (1) production factor market, which includes raw 
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material market, labour market, land and capital market. (2) Output market, with business operators 

managing the utilization of production factors and raw materials in services as exemplified in agriculture 

and manufacturing productions. Therefore, Nigerian has to work hard to produce goods and services to be 

able to compete favourably with other nations of the world. The ability to compete with other nations is a 

key element to survival as a nation. Hence, there is need for sustained increase in production in all the 

sectors of any economy (Udabah, 2001).  

Stability in the key performance indicators implies the ability of an economy to enhance and sustain over 

time and reduced unemployment levels with adequate performance in the real sector of an economy, 

ceteris paribus. It could therefore be assumed that high real sector output, with the right combination of 

other factors as well as good policy environment will result in higher output and economic stability. Thus, 

the key performance indicators of an economy are theoretically and empirically associated with 

performance of an economy‟s real sector.    

It is pertinent to make clear that the real sector of an economy principally consist of agricultural sector 

and the industrial sector, in which there are production of goods through combined utilization of raw 

material and other production factor such as labour force, land and capital goods or by means of 

production process. In the agricultural sector, production is categorized into crops, staples, livestock, 

fishery, forestry and other produce (CBN, 2007). On the other hand, production in the industrial sector is 

split into manufacturing, mining, electricity, among others. 

The need to improve the real sector productivity cannot be over-emphasized given particularly the less 

propitious economic conditions that face most developing countries today, manifested in massive poverty 

and un-sustained performance of major macroeconomic variables. This has the effect of undercutting 

output growth via procurement of factor inputs as expenditure on off-shore inputs, which constitute a 

large chunk of total inputs. This has to be cut back significantly. Thus, to trigger and sustain growth 

momentum, enhancing real sector performance is absolutely critical. 

Therefore, Nigeria, like other developing countries of the world views high industrial and agricultural 

production as vital for rapid economic growth and development. Consequently, changes in the relative 

importance of agriculture and industry have been recognized as the core of the growth process. Thus, 

Nigerian government in her quest to promoting rapid and sustained economic performance has over the 

years employed various policies and strategies towards improving the agricultural and industrial sectors‟ 

production for the actualization of better macroeconomic well-being.  

In response to the outward miserable performance of the agricultural and industrial sectors, Amadi et al 

(2003) argued that there was urgent need for policy redirection aimed at re-aligning the domestic 

production with local resources base. Amongst the policies for re-direction was the introduction of the 

National Accelerated Food Production Programme (NAFPP), Operation Feed the Nation (OFN), Green 

Revolution Programme (GRP), Agricultural Development Projects (ADPs), National Centre for 

Agricultural Mechanization (NCAM), Nigerian Agricultural Cooperative and Rural Development Bank 

(NACRDB)/Agricultural Bank, Directorate of Foods, Roads and Rural Infrastructure (DFFRI) as well as 

the National Economic Empowerment and Development Strategy (NEEDS) and small and medium equity 

investment schemes.  

Despite these laudable policies of past and present governments, available statistics indicate that the 

Nigerian agricultural and the industrial sectors are still characterized by poor productivity, wide spread 

poverty, low output and low level of gainful employment. These are all attributed to poor funding, crude 

technology and low value chain in the industries amongst others. This situation has therefore raised many 

issues with regard to the ability of the sectors to attract growth and development in order to reduce the 

unemployment rate. 
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Given the above therefore, there is a need to appeals for  empirical evidence in order to actually determine 

what has been the major reason why these sectors have not perform creditably especially in term of 

reducing unemployment in the country. To this end, the aim of this paper is to examine the real sector 

performance (proxied by agricultural and industrial production) and unemployment rate in the Nigerian 

economy. The paper is divided into five sections namely: introduction, literature review, methodology, 

results and discussion and section five centres on conclusion and recommendations. 

 

1.2 LITERATURE REVIEW 

Keynesian Theory of Unemployment 

The ideas of the British economist, John Maynard Keynes in 1930‟s revolutionized thinking in several 

areas of macro economics including unemployment, money supply, and inflation which is seen in his 

publication of 1936 as the general theory of unemployment interest and money. 

Cyclical or Keynesian unemployment also known as demand deficient unemployment occurs when there 

is no aggregate demand in the economy. It gets its name because it varies with the business cycle, though 

can also be persistent as during the great depression of the 1930.s. Cyclical unemployment rises during 

economic down turns and falls when the economy improves. Keynes argues that this type of 

unemployment exist due to inadequate effective demand. Demand for most goods and services falls, less 

production is needed; wages do not fall to meet the equilibrium level and mass unemployment results. 

The Keynesian framework, as examined by Thirlwal (1979), Grill and Zanalda (1995) and Hussian and 

Nadol (1997) in Obayori (2014), postulated that increase in employment, capital stock and technological 

change are largely endogenous. Thus the growth of employment is demand determined and that the 

fundamental determinants of long term growth of output also influence the growth of employment. 

In the Keynesain theory, employment depends upon effective demand which results in increased output, 

output creates income and income provides employment. He regards employment as a function of 

income. Effective demand is determined by aggregate supply and demand functions. The aggregate 

supply function depends on physical or technical conditions which do not change in the short run, thus it 

remains stable. Keynes concentrated on aggregate demand function to fight depression and 

unemployment. Thus employment depends on aggregate demands which in turn are determined by 

consumption demand and investment demand. 

According to Keynes, employment can be increased by increasing consumption and or investment. 

Consumption depends on income C(y) and when income rises, savings rises. Consumption can be 

increased by raising the propensity to consume in order to increase income and employment but the 

psychology of the people (taste, habit etc) which are also constant in the short run. Therefore the 

propensity to consume is stable. Employment thus depends on investment. 

 

Empirical Literature 

Literature abounds on real sector performance and the economy in developed and developing countries 

of the world. However, there has been contrasting opinions on which aspect of the two key real sector 

exert greater influence on the economy. This section hereby critically reviews previous studies in this 

area; 

Salih (2006), present empirical evidence showing a significant long run relationship between agricultural 

output growth and economic growth that assumes bidirectional causation. It therefore implies that, the 

resilience of the agricultural sector depends largely on the level of economic growth in the country which 

is largely hinged on the stability of some key macroeconomic fundamentals.  

Ayinde, Ajewole, Ogunlade and Adewumi (2010) carried out a study on climate change and agricultural 

production in Nigeria. Time series data were employed for the study Descriptive statistics and granger 
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causality test analysis were the analytical tools used. It was observed that there is continuous rise in 

output from 1987 to 2000 before it dropped in 2001. The rise can be seen as a result of many programs 

and policies of the government, such as the Lower Niger River Basin Development Authority (LNRBDA) 

and The Agricultural Development Program (ADP). Temperature, on the other hand, remains relatively 

constant and does not affect agricultural output. The Granger causality approach revealed that changes in 

rainfall (climatic parameter) positively affects agricultural production in Nigeria. It is, therefore, 

recommended that if agricultural production will be increased and sustained, irrigation is the most 

suitable mode of water provisions, which would not have negative influence on the environment. 

Also, Ayinde, Muchie and Olatunji (2011) examined the effect of climate change on agricultural 

productivity in Nigeria using descriptive and co-integration analysis as the techniques of analyzing the 

Time series data of the work. They found out that the rate of agricultural productivity is persistently 

higher between 1981 and 1995, followed by a much lower growth rate in the 1996–2000 sub periods. 

There was variation in the trend pattern of rainfall. Temperature was not relatively constant either. The 

Augmented Dickey-Fuller test for unit root revealed that agricultural productivity is not stationary 

likewise the annual rainfall but became stationary after the differencing. Annual temperature on the other 

hand is stationary at its level. Temperature change was revealed to exert negative effect while rainfall 

change exerts positive effect on agricultural productivity. However previous year rainfall was negatively 

significant in affecting current year agricultural productivity. It is recommended that if agricultural 

productivity was to be increased and sustained, environmentally and agricultural sensitive technologies 

and innovations that can prevent climate fluctuation should be encouraged. 

Eyo (2008) used the Ordinary Least Square econometric technique in assessing the effect of 

macroeconomic policies on agricultural output growth in Nigeria. He reported that country‟s exchange 

rate regime has not encouraged agricultural export lately. Although credit to the sector had no significant 

effect on agricultural output growth, its availability greatly depends on how high the nominal interest 

rates are.  

Umaru and Zubairu, (2012) examined the contribution of agriculture and petroleum sector to the growth 

and development of the Nigerian economy from 1960-2010 through the application of Augmented 

Dickey-Fuller technique in testing the unit root property of the series; after which Chow breakpoint test 

was conducted to test the presence of structural change or break in the economy. The results of unit root 

suggested that all the variables in the model are stationary and the results of Chow breakpoint test 

suggested that there is no structural change or break in the period under review. The results also revealed 

that agricultural sector is contributing higher than the petroleum sector, though they both possessed a 

positive impact on economic growth and development of the economy.  

Victor (2013) in his study on the impact of the real sector performance on the Nigeria economy from 

1980-2010 through the application of econometrics techniques of OLS and co-integration/error correction 

mechanism. He specified the functional relationship between unemployment rate and index of agricultural 

production, index of industrial production as well as interest rate. He discovered that the three explanatory 

variables have long run relationship with unemployment rate. But in the short run, there is no significant 

relationship between agricultural production, industrial production and unemployment rate.   

According to Moro (1997) the round to any country‟s economic development lies to the diversification of 

the economy, in which the industrialization has play a vital role. This is because industrialization is borne 

out of the desire to spread the economic growth and thus has given impetus to the desire to achieve rapid 

industrialization. Thus industrial sector plays a catalyst role in modern economy and has many dynamic 

benefits crucial for transformation. In a study to investigated the impact of exchange rate deregulation on 

industrial performance in Nigeria between 1975 and 2006, (Ogunleye, 2012) employed the co-integration 

technique and chow breakpoint test analytical tools. Two measures of industrial performance; industrial 
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productivity growth rate and ratio of industrial production to gross domestic product were used. It was 

found that a long-run relationship exists between each of these measures on one hand and exchange rate, 

interest rate and terms of trade on the other. In particular exchange rate deregulation was found to have 

significant positive impact on industrial performance. In order to determine the short term dynamics 

around the equilibrium relationship, the study estimates an error correction model (ECM) on industrial 

productivity growth rate and contribution of industrial production to GDP lagged by one and two periods, 

exchange and interest rates emerged as significant determinant of industrial productivity growth rate in 

Nigeria.  

Goh, Ku and Mustapha (2010) examine the past and present performance of the Nigerian manufacturing 

sector. The major problems and limitations that impede the growth of the sector are analyzed. In the 

1960s and 1970s after the country‟s independence, the Nigerian manufacturing sector had been 

developing positively as a result of direct foreign investment. Foreign companies had introduced new 

manufacturing technology that saved time and cost, and improved the quality of the products 

manufactured. Despite this initial flourishing growth phase though, the sector was not able to successfully 

meet local demand and cost the country much to pay for manufactured goods. From the end of 1980s to 

date, many problems were found that were responsible for low growth and development in the 

manufacturing sector. Some of these problems were dependency on oil for income, weak infrastructure, 

shortage of skilled labour, lack of adequate financial resources, lack of proper management and planning, 

and so on. The paper concludes that it is essential to work towards resolving all these problems in order to 

rejuvenate Nigerian manufacturing sector. 

Udoh and Udeaja, (2011) investigated „ten years of industrial policies under democratic governance in 

Nigeria, 1999 to 2009‟: “new wine in old bottle” using OLS estimation techniques, the paper found that 

democracy has no significant impact on the output of the manufacturing sector. However, in modeling the 

interactive effects, controlling for the various industrial policies during the democratic dispensation, it 

was found that manufacturing output was increasing in exchange rate during the period 1999 to 2008. 

This implies that foreign exchange rate depreciation could have significant positive impact on the share of 

manufacturing in aggregate output. Other policy variables, such as public expenditure, monetary policy, 

and trade openness, were not statistically significant determinants of manufacturing share in total output 

of Nigeria over the period 1999 to 2008. The drive towards industrialization should be all embracing, 

leading to a new social philosophy and consciousness towards innovation and entrepreneurship in the 

country. 

Udah, (2010) employed the co-integration and error correction frameworks of analysis to investigate the 

extent to which government size and other factors have been successful in improving the conditions 

needed to stimulate private investment in Nigeria. The results show, surprisingly, that government size 

did not complement private investment initiative. The reforms effort in the banking system yielded 

positive results. This is because credit to the private sector was a significant factor in stimulating private 

investment in Nigeria. This, in the opinion of the author, would substantially improve service delivery 

and efficiency of government expenditure.   

In Nigeria, there have been very few empirical studies regarding the real sector performance and 

unemployment rate in the Nigerian economy. Therefore, the purpose of this study is to test empirically 

the relative effectiveness of the real sector in solving unemployment problem in Nigeria with the 

application of the ordinary least square (OLS) technique, co-integration/ECM and granger causality test.  

 

Trend in Unemployment Rate in Nigeria 

Despite the impressive average growth rates achieved since the return to democratic governance in 1999, 

it has not translated to reduction in unemployment in the economy. Available information from the 2011 
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Labour Force Survey by the National Bureau of Statistics (NBS) showed that during the period 2000-

20012 the average national unemployment rate was 15.8 percent (table 2.2). 

 

 

Table 1: National Unemployment Rates 

Source: National Bureau of Statistics, Labour Force Survey, Dec. 2011 

 

The unemployment situation appears worrisome as it deteriorated from 13.1 per cent in 2000 to 13.6 

percent in 2001. It falls a bit to 12.6 percent in 2002 and rose to 14.8 percent in 2003. It later falls to 13.4, 

11.9, 12.3 and 12.7 percent respectively from 2004 to 2007. Unemployment rate rose again to 14.9 and 

19.7, 21.1, 23.9 and 21.6 per cent respectively from 2003 to 2012. An intriguing paradox is that there is 

high and rising unemployment rate despite the exciting recent GDP growth rates. This ugly situation has 

revealed that Nigeria‟s growth has neither been sufficiently equitable nor generates adequate 

employment, Sanusi (2011). 

Sanusi (2011) identified many factors that have contributed to the worsening trend in the unemployment 

rate. Inadequate infrastructure that manifests in high cost of doing business, high business failure rate as 

well as poor competitiveness of local production with foreign goods has been identified as a major factor. 

Others include shortage of skills and entrepreneurial abilities as well as the failure of the educational 

system to develop appropriate vocational skills relevant to industry and economy requirements are also 

major factors. 

 

1.3 METHODOLOGY 

This study employs econometric model to examine the impact of real sector on unemployment in Nigeria. 

In doing this, it is assumed that real sector has a negative impact on unemployment as stated in the 

apriori. This implies that a lower level of unemployment will result in an improved real sector 

performance.  

Yt = 0 –  1 AGPt – 2 NDPt – Ut         (1.1) 

On the apriori, it is expected that; 1 < 0 and  2 < 0 

Moreover, the study employs the OLS, cointegration/ECM and Granger causality tests to examine and 

also measure the causal effects of the variables specified in the model. The unit root test via the ADF test 

precedes the cointegration and ECM test in order to test for stationarity of the two variables.  The unit 

root model is presented thus: 

Y1    =   Yt-1   +       Yt-1   +     + Y1 +  1          (1.2 )    for levels
 

Y1    =   Yt-1   +  Yt-1   +     + Y1  + 1       (1.3)   for first difference 

Y is the first difference of the series, m is the number of lags and t is the time.  

Therefore, assuming the integration of order I(1) and cointegration between the levels of unemployment 

(Yt), index of agricultural production (AGPt) and index of industrial production (NDPt). The following 

ECM, according to Engel, Johansen and Granger (1987), are formulated: 

Year 2000  2001 2002  2003  2004  2005  2006  2007 2008  2009  2010  2011  2012 

 

Rate 

   

 13.1  13.6  12.6    14.8   13.4   11.9   12.3   12.7  14.9  19.7    21.1   23.9   21.6 

m 

 

m 

i=1 
 

i=1 
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 ΔYt = lnδ0 – Σ δiΔ AGPt  –Σδ2ΔNDPt + ECMt-1       (1.4) 

From equation 1.1, Δ indicates difference operator, Y represents the dependent variable, t implies time, δ0 

is the intercept and ECMt-1 is the error correction mechanism obtained from the long-run cointegration 

regression. While δ1 is the coefficients of explanatory variable. The short run which is inevitable to 

achieve the long run equilibrium can be provided by the causal relationship between the variables 

(Granger, 1986).  

 

1.4 RESULTS AND DISCUSSION 

 

Table 2 Short Run Results: Unemployment Rate on Real Sector Performance  

 Variable Coefficient  t-Statistic Prob 

C 6.817388 5.184509 0.0000 

AGP 0.031123 4.597817 0.0000 

NDP -0.036946 -2.067585 0.0023 

R
2
=0.45, F-Statistic=116.60345, DW=1.457491 

Source: Authors‟ Computed Result (E-view 7.1) 

 

The short run result of unemployment rate model as reported in table 2 above shows that the coefficient 

of determination-R
2 

is 0.45, indicating that the variation in unemployment rate explained by index of 

agricultural productivity and industrial productivity is 45 percent. Therefore, the explanatory power of the 

model estimated is 45 percent. The coefficient of index of agricultural productivity variable appeared with 

wrong sign (that is, positive instead of negative) but statistically significant. The regression coefficient of 

NDP (index of industrial productivity) appeared with negative sign which conforms to a priori 

expectation and statistically significant at 5 percent level. Also, the overall model is significant at 5 

percent level given the f-value which is greater than the f-table.  The Durbin Watson value of 1.4 is far 

from 2.0, depicting the presence of serial autocorrelation.  

From the analysis, it is clear that the regression result is spurious. This is so because some variables are 

significant while some are not and the DW shows the presence of serial autocorrelation. This may be 

attributed to non-stationarity of time series data that are used for the study. Therefore, there is need to 

conduct stationarity test and the long run analysis. 

 

Table 3: Unit Root Test for Stationarity (Augmented Dickey Fuller) 

Variables ADF Test Critical Value  Order of 

integration 

  1%  

critical 

value  

5% 

Critical value  

10% 

critical 

value 

 

UMP -9.620931  -3.600987 -2.935001 -2.605836 (1)= 1
st
 Diff. 

LOG(AGP) -4.637626  -3.600987 -2.935001 -2.605836 (1) =1
st
 Diff. 

LOG(NDP) -3.605681  -3.596616 -2.933158 -2.604867 (0) =At Level 

Source: Authors’ computed Result (E-view 7.1)  

A test of stationarity which has become widely popular over the past several years is the unit root test 

(Gujarati, 2007). The assumption of stationarity of regressors and regressands is crucial for the properties 
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of the OLS estimators. In this case, the usual statistical results for the linear regression model and 

consistency of estimators hold. But when variables are non-stationary, then the usual statistical results 

may not hold. In other words, the test for stationarity is the foundation for cointegration to be conducted. 

Also Granger (1969) opined that most time series variables are non-stationary and using non-stationary 

variable in model might lead to spurious regression.  

The summarized result presented in table above shows that at various levels of significance (1%, 5% and 

10%), the variables were stationary, although index of industrial productivity (NDP) was integrated of 

order zero, unemployment rate (UMP) and index of agricultural productivity (AGP) were not stationary at 

level. In line with Granger (1986), Newbold (1974), the first difference operations were carried out. Thus, 

the variables become stationary at first difference (integrated of order one). Hence, all the variables in this 

study are stationary. Having established stationarity, the long-run relationship among the variables were 

conducted the using the Johansen (1997) co-integration framework.  

 

Table 4: Johansen Co-integration Test 

Eigen value Max-Eigen 

Statistic 

5% critical value Prob. ** Hypothesis of 

CE(s) 

0.479025 22.82185 21.13162 0.0286 None  * 

0.382534 16.87458 14.26460 0.0189 At most 1* 

0.232892 9.279469 3.841466 0.0023 At most 2* 

Source: Authors’Computed Result (E-view 7.1) 

Note:  * denote rejection of the hypothesis at the 0.05 level.  **Mackinnon-Haug-Michelis (1999) p-

values. Max-eigenvalue test indicate 3 co-integrating eqn(s) at 0.05 level 

 

From table 4 above, it shows that there are three co- integrating equations at 5% level of significance, put 

differently; it means that three variables are co-integrated at 5% significance level. This is strong 

evidence from the unit root test conducted, where we observed that two variables are stationary of zero 

difference while the remaining two variables were stationary at first difference. Conclusively, there exists 

a long-run relationship or equilibrium among the variables. 
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Table 5: Parsimonious Error Correction Mechanism 

Dependent Variable: D(UMP)   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 0.676715 0.403348 1.677746 0.1041 

D(UMP(-1)) -0.193086 0.230318 -0.838343 0.4087 

D(UMP(-2)) -0.260690 0.214615 -1.214687 0.2343 

D(UMP(-3)) -0.164832 0.150217 -1.097288 0.2815 

D(AGP) -0.021097 0.030660 -0.688106 0.4969 

D(AGP(-3)) -0.054092 0.035198 -1.536794 0.1352 

D(NDP) -0.029652 0.032004 -0.926528 0.3618 

D(NDP(-2)) -0.000172 0.032371 -0.005311 0.9958 

D(NDP(-3)) -0.000886 0.031971 -0.027718 0.9781 

ECM(-1) -0.621615 0.235267 -2.642173 0.0131 

     
     R-squared 0.538121     Mean dependent var 0.156410 

S.E. of regression 1.775891     Akaike info criterion 4.203036 

Sum squared resid 91.45989     Schwarz criterion 4.629591 

F-statistic 3.754109     Durbin-Watson stat 1.953037 

Prob(F-statistic) 0.003135    

     
     Source: Authors‟ Computed Result (E-view 7.1) 

 

Table 4 above indicates that the dynamic model is a good fit. This is so because the variation in the 

regressors account for 54 percent of the total variation in the model based on the R
2
. This shows an 

increase in the value of R
2 

from 45 percent at the short run to 54 percent. Also, the value of f-statistic at 

116.66 at the short run equally reduces to 3.754, implying that the overall regression result is significant. 

Therefore, we accept the alternative hypothesis which says the overall model is significant. The Durbin 

Watson (DW) value of 2.0 is greater than the short run figure of 0.73 suggesting lesser level of 

autocorrelation. 

An important attribute to be notice in table 5 is the coefficient of the parameter of error correction term. 

The coefficient of the error correction term appears with the right sign (negative) and statistically 

significant at 5 percent level, with the speed of convergence to equilibrium of 62 percent. The implication 

of this is that 62 percent is been reconciled every year for the period under review since the data used 

were time series. This result reveals that the real sector variables adjust rapidly to long run dynamic 

during the period of our study. 

Moreover, the coefficients of current and lags value of index of agricultural productivity and index of 

industrial productivities are rightly signed (negative) but not statistically significant at 5 percent level. 

The implication of this result is that the real sector variables alone will not significantly reduce 

unemployment rate. Meaning that other variable factors are needed with the real sector variables in order 

to significantly reduce unemployment to the beeriest minimum in Nigeria. 

Theoretically, the result shows that good performance of the agriculture and industrial sectors will reduce 

the unemployment rate during the period covered by this study. This results support the work of Moro 

(1994) that the round of any economy development lies in the diversification of the economy in which 

agriculture and industrial sectors has play a catalytical role for transformation.  
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Table 6: Pairwise Granger Causality Test Result 

Direction of Causality No of Lag F-Value Prob Decision 

(AGP)  (UMP)                         2 6.14963 0.0050 Reject Ho 

(UMP)  (AGP)                         2 0.29811 0.7440 Accept Ho 

(NDP)  (UMP)                         2 2.80909 0.0735 Reject Ho 

(UMP)  (NDP)                         2 1.50869 0.2349 Accept Ho 

(NDP)  (AGP)                         2 1.71822 0.1937 Accept Ho 

(AGP)  (NDP)                         2 2.18766 0.1269 Reject Ho 

Source: Computed Result (E-View 7.1)  

Note: means does not granger cause and UMP, AGP and NDP as earlier defined 

 

The results of table 6 above shows that index of agricultural productivity was found to granger cause 

unemployment rate,  index of industrial productivity granger cause unemployment rate and index of 

agricultural productivity granger cause index of industrial productivity. This implies that there was a 

unidirectional causality between index of agricultural productivity and unemployment rate, index of 

industrial productivity and unemployment rate as well as index of agricultural productivity and index of 

industrial productivity.  

 

Policy Implication  

The policy implication of the findings of the study includes; 

(i) The short run analysis shows that the industrial sector has helped in Nigeria‟s‟ desire to reduce 

unemployment rate than the agricultural sector in Nigeria during the period of study. The policy 

implication here is that government policies and programmes towards the real sector of the Nigerian 

economy have been able to increase the performance of the industrial sector in job creation than the 

agricultural sector.  

 (ii) The long run dynamic results show that the variables of the real sector are rightly signed in the 

unemployment rate model but were not statistically significant in creating jobs. The reason for the above 

scenario is that the bulk of what contribute to the Nigerian economic growth and development is from the 

oil sector and specifically, oil revenue. The policy implication here is that despite the policy redirection of 

government towards improving the real sector, the real sector has not contributed very significantly to 

economic development in Nigeria. This is evidence in crude technology, low value chain, low output, 

over dependence on foreign made goods amongst others. 

 (iii) The granger causality test, a pair-wise test of existence of causality and possible feedback carried in 

the model shows that a unidirectional causality exist between unemployment rate and index of 

agricultural productivity, unemployment rate and index of industrial productivity, index of agricultural 

productivity and index of industrial productivity. This implies that there is no feedback. Given the above 

results we conclude that the real sector variables have greater implication on unemployment rate.  

 

1.5 CONCLUSION AND RECOMMENDATIONS 

The study examines the real sector performance and unemployment rate in Nigeria. It was observed that 

the real sector is the engine of growth and development. The study adopts the OLS, the co-integration and 

granger causality methods to analyze the data collected from the secondary source. The results revealed 

that the real sector have greater implication on unemployment rate. Specifically, the agricultural sector. 

Evidence is drawn from the ECM results. To this effect, we conclude that real sector driven economy is 

key to sustainable development  
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Sequel to our findings the following recommendations amongst others were made; Government and 

policy makers as a matter of importance should direct more effort to ensuring that the country boost the 

real sector, particularly the industrial sector for the purpose of exporting both raw materials and finished 

goods in particular. This can be achieved by creating enabling business environment for domestic and 

foreign investors to thrive. This will create more employment opportunities for teeming unemployed 

youths in the country. Also, government should revamp all the ailing industries, encourage local 

industries and locally made goods products for export.  There should be continuity and consistency of 

macroeconomic policy measures in the agricultural and industrial sectors especially in area of sectorial 

allocation of credit and government should domesticate the food and agricultural organization (FAO) 

recommendation that 25 percent of capital budget allocation should be assigned to the agricultural sector. 

This is because agricultural sector has high the capacity to link with industrial sector and high value chain 

in the sector that can be use for further production and hence the reduction in the rate of unemployment in 

the country.  
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