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A b s t r a c t

igeria's ongoing demographic transition presents a 

Npotential opportunity to harness a demographic 

dividend. However,  this opportunity is  

increasingly threatened by persistent macroeconomic 

instability and rising youth unemployment. With a rapidly 

expanding youthful population, the capacity of the economy 

to productively absorb young people has become a critical 

policy concern. This study examines the relationship between 

macroeconomic instability and youth unemployment in 

Nigeria, with particular attention to economic growth, 

inflation, exchange rate movements, human development, 

and population structure measured by the age dependency 

ratio. Using annual time-series data from 1990 to 2024, the 

study applies descriptive statistics, correlation analysis, and 

the Autoregressive Distributed Lag (ARDL) bounds testing 

approach to analyse both short-run and long-run dynamics. 

The results confirm the existence of a stable long-run 

relationship between youth unemployment and the selected 

macroeconomic and demographic variables. GDP growth is 

found to exert a statistically significant and negative effect on 

youth unemployment in the long run, highlighting the role of 

sustained economic expansion in labour absorption. In 

contrast, inflation, exchange rate movements, and the human 

development index display weak and statistically 

ins igni f icant  long-run ef fects ,  suggest ing that  

macroeconomic stability and human capital improvements 

alone are insufficient to generate youth employment. The age 

dependency ratio significantly influences youth 

unemployment in the short run, reflecting demographic 

pressure on the labour market. Overall, the findings indicate 

that youth unemployment in Nigeria is largely structural and 

demographic, with macroeconomic instability amplifying 

existing labour-market rigidities. The study concludes that 

Nigeria's demographic dividend is not automatic and may 

remain unrealised without employment-centred growth 

strategies that align macroeconomic stability with productive 

youth engagement.
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Background to the Study

Changes in demographic composition signicantly inuence a country's growth and 

development trajectory. The relative shares of dependent and working-age populations 

determine the dependency burden faced by the economy and the scope for productive 

activity. A declining age dependency ratio, reecting a lower proportion of dependants 

relative to the working-age population, creates the conditions for a demographic 

dividend. This dividend refers to the potential for accelerated economic growth arising 

from favourable shifts in age structure, typically associated with declining fertility and 

mortality rates and improvements in life expectancy (Adegboye et al., 2023). However, 

the realisation of this dividend depends on whether the economy can productively 

engage its labour force.

Global evidence shows that demographic dividends are not automatic. Countries such as 

Bangladesh and India demonstrate that reductions in age dependency ratios translate 

into growth only when supported by macroeconomic stability and sustained investment 

in education and health (Jafrin et al., 2021; Jain and Goli, 2022). Zhou et al. (2023) 

emphasise that the benets of declining dependency burdens are conditional on labour 

productivity and education quality, while Mulugeta (2023) and Woldegiorgis (2023) 

argue that Africa's youthful population can yield dividends only through coherent 

employment creation and human capital policies. Nigeria is currently undergoing a 

signicant demographic transition. The population is increasingly youthful, with about 

70 percent below the age of 35, implying a gradual decline in the age dependency ratio 

and a growing pressure on the labour market to absorb young entrants (Okonji, 2023). In 

principle, a lower dependency ratio should enhance savings, output, and scal capacity. 

In practice, however, this potential can be undermined where employment opportunities 

and human capital investment fail to keep pace with demographic change.

Youth unemployment, education, and health represent the key channels through which 

changes in the age dependency ratio translate into either a demographic dividend or a 

demographic burden. High youth unemployment signals a failure to convert a declining 

dependency ratio into productive economic participation, effectively transforming 

potential contributors into dependants. Weak education and poor health outcomes 

further reduce labour productivity and limit the growth-enhancing effects of 

demographic change (Zhou et al., 2023; Berde and Kurbanova, 2023). Accordingly, this 

study uses youth unemployment as a proxy for youth development, capturing the extent 

to which demographic conditions are translated into productive engagement. Nigeria's 

macroeconomic environment has remained highly unstable in recent years. Persistent 

ination, exchange rate volatility, rising public debt, and inadequate social sector 

investment have weakened labour demand and constrained youth absorption. 

Olubusoye et al. (2023) argue that youth unemployment in Nigeria is largely structural, 

driven by macroeconomic uncertainty and labour market rigidities, which diminish the 

potential gains from a declining dependency ratio.
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Recent data underscore the severity of these challenges. While the overall unemployment 

rate stood at 4.3 percent in the second quarter of 2024, youth unemployment remained 

higher at 6.5 percent, with over 60 percent of the unemployed aged 15–34 (NBS, 2024; 

World Bank, 2022). Ination rose to 34.2 percent, with food ination exceeding 40 

percent, further eroding youth welfare and employability (NBS, 2024; IMF, 2024). 

Exchange rate depreciation has increased the cost of education-related inputs and 

discouraged investment in job-creating sectors (CBN, 2024; World Bank, 2024).  Despite a 

favourable demographic shift reected in a slightly declining age dependency ratio, 

Nigeria's persistent macroeconomic instability has constrained employment absorption 

and weakened youth outcomes. Existing studies have often examined demographic 

structure and macroeconomic performance separately, with limited attention to how 

macroeconomic instability interacts with dependency dynamics and youth labour 

market outcomes. This study addresses this gap by examining trends in macroeconomic 

indicators and analysing the relationship between macroeconomic instability, age 

dependency ratio, and youth unemployment, thereby providing empirical evidence on 

the implications for Nigeria's ability to realise its demographic dividend.

Literature Review

Conceptual Framework

The conceptual framework for this study illustrates the pathway through which 

macroeconomic instability inuences youth outcomes and, by extension, the realisation 

of the demographic dividend in Nigeria, while recognising the role of population 

structure as a conditioning factor. The framework is anchored on the premise that 

favourable demographic conditions alone are insufcient to generate a demographic 

dividend without supportive macroeconomic and labour market environments.
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Fig. 1: Conceptual framework linking macroeconomic instability, youth outcomes, 

population structure, and demographic dividend

Fig. 1 shows how macroeconomic instability, reected in ination, exchange rate 

volatility, GDP growth volatility, and human development index, shapes the economy's 

capacity to generate employment. High ination erodes real wages, exchange rate 

volatility discourages investment in job-creating sectors, and unstable growth weakens 

labour demand, while inadequate level of human capital constrains productivity. These 

conditions directly inuence youth outcomes, with youth unemployment serving in this 

study as a proxy for youth development and the extent of productive labour market 

integration. High youth unemployment indicates a failure to absorb the growing youth 

population, converting potential contributors to growth into dependants and 

undermining savings, productivity, and scal capacity. Population structure, measured 

by the age dependency ratio, conditions this relationship. Although a declining 

dependency ratio theoretically creates scope for a demographic dividend, its realisation 

is dependent on macroeconomic stability and successful youth employment. Where 

instability persists and youth unemployment remains high, favourable dependency 

dynamics do not yield economic gains but instead intensify socioeconomic pressure. This 

framework therefore links macroeconomic instability, age dependency ratio, and youth 

unemployment as jointly determining Nigeria's prospects for realising a demographic 

dividend.

Empirical Literature Review

Evidence on Demographic Dividend

Mulugeta (2023) analysed Africa's growing population being either a curse or a blessing. 

The paper carried out an empirical exploration of the paradox and its remedy. Using the 

ordinary least square regression for the clustered dataset, panel data regression 
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encompassed 34 African countries. The result showed that harnessing the demographic 

dividend requires investment in family planning, gender parity, digitalization, 

industrialization, and job creation.

Zhou et al. (2023) systematically studied the impact of the demographic dividend and 

education dividend on economic growth. Employing the System GMM method, the 

result showed that demographic dividend does not depend on population size alone but 

also on the size of the labor force. Education can improve the demographic dividend and 

thereby prove the existence of an education dividend, and the effects of the demographic 

and education dividends vary across regions and stages of development within 

developing countries. In line with the effect of demographic dividend on economic 

growth, Jafrin et al. (2021) discovered that demographic dividend affects economic 

growth in Bangladesh, India, Nepal, Sri Lanka and Pakistan, thereby supporting the 

demographic dividend hypothesis while Berde & Kurbanova (2023) found that human 

capital with proper education and an appropriately absorbed labour force does have a 

more powerful effect on demographic benet. In addition, improving the quality of 

governance has a signicant impact on economic growth. 

Likewise, Al-Khraif (2022) examined the changes in age structure, labor force 

participation, and prospects in Saudi Arabia. The ndings revealed that there was an age 

structural transition: percentage of population 15-64 years increased from 47.2 percent to 

67.3 percent, increasing the democratic dividend from 89.6 per cent to 205.5 percent. This 

inuenced the labor force's sectoral distribution, and Gross Domestic Product (GDP) per 

working age population. Meka'a and Moneboulou (2024) analysed the accounting effect 

of the demographic dividend in Cameroon, specically examining the relationship 

between changes in the working population and economic growth. The results of the 

estimation, based on an autoregressive staggered lag model, showed demographic 

dividend is a source of growth for Cameroon which can be augmented through 

investments in employment, health, education, and governance.

Researching on the employability of the youth population, Jafrin et al. (2025) examined 

the impact of socio-demographic factors, such as gender, age, marital status, eld of 

study, and family nancial support on employment status. A questionnaire survey was 

conducted, and the data was analyzed using a Forward Likelihood Ratio binary logistic 

regression. The ndings revealed that age, marital status, eld of study, and nancial 

support are crucial predictors that affect the probability of employment among 

graduates, whereas gender does not inuence the probability of getting employed.  Farid 

and Mostari (2022) reviewed and analysed demographic and economic data to show the 

trends of demographic transition in Bangladesh, and to estimate possible duration of 

demographic dividend using the accounting framework and Economic Support Ratio 

(ESR). The estimation showed that the potential demographic dividend has been 

accelerated by the decline in fertility and mortality rate, and the increase in working-age 

people compared to the dependents over the last three decades. Contrary to Farid and 

Mostari (2022) and literature, M'baye (2023) discovered that fertility had a positive and 
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signicant long-run effect on demographic dividend, although it had non-signicant 

short-run effects in exploring the dynamic relationship between fertility, employment, 

and the demographic dividend in Mali. The result also indicated that employment has a 

direct and permanent positive effect on demographic dividend.

Jain and Goli (2022) analysed the potential demographic dividend for India for the period 

from 2001 to 2061 by using simulation modelling software, Spectrum 5.753 which 

integrates demographic and socio-economic changes. The results highlight that a 

combination of favourable demographic changes and the right socio-economic policy 

scenario in terms of investment in human capital and decent employment opportunities 

can provide a maximum demographic dividend. Jafrin et al. (2021) conducted a 

situational analysis of the demographic dividend in Bangladesh by examining data on 

labour market, savings rate and human capital from different national and international 

sources. The results from the situational analysis indicate that the presence of higher 

youth unemployment, lower human capital development, shortage of skilled labour 

force, lower female labour force participation and uctuating savings rate impedes the 

favorable impact of the demographic dividend on economic growth. 

Macroeconomic policies and demographic dividends

Chen et al. (2023) reviewed 18 national policy documents in Nigeria and Tanzania to 

assess national policies in pre-dividend countries and to determine whether national 

strategies were primed to capitalize on changing demographic structures, maximally 

attain the demographic dividend, and augment socio-economic growth. The result 

showed persistent gaps in policies targeting family planning, although more 

comprehensive, policies addressing maternal and child health, education, women's 

empowerment, and labor market still lagged in their specicity and measurability.  Singh 

and Kumar (2021) examined the concept of demographic dividend and in-depth analysis 

of the changing demographic prole of Indian population in a comparative framework. 

The study argued that the transformation of demographic potential into demographic 

dividend is predicted on the premise of adopting a government sponsored social-

economic policy regime for public health and education for its youth to acquire valuable 

skills which will be required and adopt macroeconomic policies which ensure optimal 

use of human resources. Similarly, Olojede and Oladejo (2023) focused on review of 

demographic trends in Nigeria, highlighting the opportunities and challenges that come 

with a youthful population as well as exploring the policies and strategies that Nigeria 

may implement to leverage its demographic structure to drive economic growth, reduce 

poverty, and improve standard of living. The study identied macroeconomic policy 

(re)framing, drafting of the active population into productive activities, diversication of 

the economy, improvement in education and healthcare, investment in rural 

infrastructure, encouraging entrepreneurship among the youth, and emphasizing the 

importance of sexual and reproductive health as strategies for realizing the demographic 

dividend. Likewise, Groth et al. (2019) looked at the possibility of sub-Saharan African 

countries enjoying demographic dividend. The study outlined policies into necessary 

and sufcient conditions which SSA countries will need to fulll to enjoy demographic 
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dividend. The policies are aimed at improving the demographic dependency ratio, the 

employment dependency ratio and the socioeconomic dependency ratio, and in addition 

to formulate and implement adequate policies in population, education, health, and 

gender equity, design and implement sound macroeconomic policies and improve good 

governance. 

Moreland and Madsen (2017) identied the social and economic factors that are required 

to successfully achieve a demographic dividend, including fertility, age structure, human 

capital, education, and the macroeconomic environment. Using several models that 

incorporate these factors and project dividends, with focus on the DemDiv model, 

developed by the author, the results from the models suggest that changes in a country's 

population size and age structure will have a positive effect on income per capita when 

accompanied by appropriate macroeconomic and educational policies. Furthermore, 

Jimenez and Pate (2017) resolved that despite high population growth rates, persistently 

high fertility rates have begun to fall and Nigeria is poised to reap a rst demographic 

dividend if it can accelerate the reduction in fertility, especially in the Northern regions, 

investing effectively in its human resources and providing the right incentives for the 

large numbers of young people to be employed productively. 

Macroeconomic Policies and Youth Development

Nkhumeleni et al. (2022) examined the relationship between educational achievement 

and employment status among working-age South Africans. Secondary data was used, 

and desktop analysis was performed on the information gathered from the Quarterly 

Labour Force Survey of 2017 and 2019. The result showed a link between youth 

unemployment and demographic characteristics, as well as a link between educational 

attainment and work status in South Africa. Accordingly, women have a harder time 

nding jobs than men. In addition, being black or African makes it more challenging to 

nd a job compared to other demographic groups. Bal-Domańska (2022) used 

econometric analyses to assess correlations between youth unemployment rate and 

market and macroeconomic determinants, including economic growth and productivity 

of the economy. The research results conrm the importance of the general economic 

condition as well as the development of knowledge-based economy for the improvement 

of the youth situation in the labor market. Also, Olubusoye et al. (2023) investigated the 

nature and causes of youth unemployment in Nigeria. The study employed a Vector 

Autoregressive (VAR) model and the Panel Autoregressive Distributed (PARDL) model 

to analyze the short-run and long-run signicance of the determinants of youth 

unemployment, such output level, macroeconomic uncertainties and labour market 

exibility. The results suggested that the nature of youth unemployment in Nigeria is 

non-cyclical, partly frictional, but largely structural. Thus, the study recommended scal 

and monetary policy and demand-side subsidy programme solutions to easing and 

dealing with structural youth unemployment. 

Muhammad and Arif (2024) analysed the inuence of economic growth, foreign direct 

investment, corruption perception index, consumer price index, and human 
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development index on unemployment in the member countries of Association of 

Southeast Asian Nations (ASEAN). The results of the study employing the Fixed Effects 

Model (FEM) on data from 11 ASEAN member countries demonstrated that 

unemployment is negatively inuenced by economic growth, consumer price index, and 

human development index, whereas it is positively affected by the corruption perception 

index. Conversely, foreign direct investment does not exert a noteworthy impact on 

unemployment within the ASEAN region.  Omoju et al. (2023) analysed the impacts of 

some youth-employment programs and the inuence of limited political inclusivity on 

distribution of the program benets. Using mixed research methods and primary data 

collected through focus-group discussion and key-informant interviews, the ndings 

revealed that, the several youth-employment programs in Nigeria have not yielded a 

marked reduction in youth-unemployment rates as challenges such as lack of framework 

for proper governance and coordination, inadequate funding, lack of institutional 

implementation capacity, inadequate oversight of implementation, limited political 

inclusivity, lack of prioritization of vulnerable and marginalized groups, and focus on 

stand-alone programs that are not tied to long-term development plans are eminent. 

Similarly, Oyeinbrakemi and Ebierinyo (2025) investigated the impact of selected scal 

and monetary policies on unemployment in Nigeria between 1981 and 2023. The study 

analysed annual time series data using Vector Autoregressive (VAR) model. Findings 

revealed that macroeconomic policy variables such as government expenditure, tax 

revenue, and broad money supply had negative but signicant impact on unemployment 

rate in Nigeria over the study period. While lending rate had a signicant positive impact 

on unemployment rate and government transfer payments on the other hand had a 

positive but insignicant impact on unemployment rate in Nigeria over the period of the 

study. Reenforcing that macroeconomic policies such as government expenditure, tax 

and broad money supply are veritable tools to reduce the soaring unemployment rate in 

Nigeria. Recommending an increase of government expenditure in the productive 

sectors of the economy and cutting down its transfer payments.

Summary of Reviewed Literature

The reviewed literature reveals a growing consensus that the demographic dividend an 

economic growth potential resulting from changes in age structure depends not merely 

on population size but critically on the quality of human capital, macroeconomic 

stability, and governance. Zhou et al. (2023) and Berde & Kurbanova (2023) emphasise 

the role of education and labour force participation in amplifying the dividend, while 

Mulugeta (2023) and Woldegiorgis (2023) identify key drivers such as job creation, 

digitalisation, and migration. Studies from South Asia (e.g. Jafrin et al., 2021) 

demonstrate that favourable demographic shifts, when coupled with sound economic 

policies, can enhance GDP growth. However, in countries like Nigeria, persistent 

macroeconomic instability, characterised by ination, youth unemployment, and limited 

social investment, undermines the structural conditions needed for realising these gains 

(Olubusoye et al., 2023; Olojede & Oladejo, 2023). Although prior research highlights the 

prerequisites and regional prospects for demographic dividends, few studies have 

explored the Nigerian context with specic attention to how macroeconomic volatility 

interacts with youth development to constrain demographic dividend realisation.
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Theoretical Framework

The relationship between macroeconomic instability and youth development in Nigeria, 

and its implications for the demographic dividend, can be explained through three 

complementary theories: the demographic transition theory, human capital theory and 

Keynesian theory of employment. 

Warren Thompson propounded the Demographic Transition Theory in 1929 while Frank 

W. Notestein further formalized and developed the theory in the 1940s and 1950s. The 

theory provides the foundation for understanding the demographic dividend. It explains 

how a country moves from high fertility and mortality rates to lower rates, thereby 

increasing the proportion of the working-age population. Nigeria's demographic prole, 

with a large youth population, aligns with this theory. However, the ability to translate 

this favourable structure into economic gains depends on youth employment, education, 

and health outcomes. The Human Capital Theory was rst discussed by Adam Smith and 

popularised by Theodore Schultz in 1961 and Gary Becker in 1964. Becker (1964) posits 

that investments in education and health enhance productivity and economic growth. In 

the Nigerian context, low investment in education and health reduces the capacity of the 

youth to participate productively in the labour force, undermining the demographic 

dividend. The theory supports the argument that without robust investment in human 

capital, demographic advantage will not translate into sustainable economic growth.

The Keynesian theory of Employment was propounded by John Maynard Keynes in 

1936.  The Keynesian perspective emphasises the role of aggregate demand in 

determining employment levels. Under conditions of macroeconomic shocks such as 

ination, exchange rate volatility, and scal instability, aggregate demand weakens, 

reducing employment opportunities for youths. In Nigeria, persistent macroeconomic 

instability depresses both private sector condence and public sector spending on 

education and health, directly affecting youth employment and human capital outcomes. 

Thus, this theory highlights how unemployment and underemployment of young people 

are driven by macroeconomic instability. Collectively, these theories highlight that while 

Nigeria's demographic transition creates an opportunity for economic growth, the 

realisation of its dividend is conditional on macroeconomic stability and sustained 

investment in human capital.

Methodology

Methodological Approach

The study employs a quantitative research design using secondary data from the 

National Bureau of Statistics, World Bank, Unted Nations Development Programme 

(UNDP), and Central Bank of Nigeria (CBN) covering the period 1990 – 2024. Descriptive 

statistics and trend analyses are used to capture movements in key macroeconomic 

indicators, ination, exchange rate, Gross Domestic Product growth rate, Human 

development Index and youth unemployment. The research design adopted for this 

study is ex-post facto design. According to Kerlinger (1964), ex-post factor research 

explains how the independent variable or variables occurred and in which the 
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researchers start with the observation of a dependent variable or variables. The 

independent variables are studied in retrospect for their possible relations to, and effects 

on the dependent variable or variables. In this type of design, the researcher has little or 

no control over the independent variable(s). The design is based on various econometric 

techniques such as unit root test, ordinary least square method and co-integration 

analysis on the variables of interest.

The study adopted the Auto-Regressive Distributed Lag (ARDL) bounds testing 

approach developed by Pesaran et al. (2001). ARDL was employed in this study to check 

the existence of both the long-run and short-run relationships between youth 

unemployment and ination, exchange rate, Gross Domestic Product growth rate and 

Human development index.  The bounds testing technique allows the use of the ARDL 

model for the estimation of level relationships because the model suggests that once the 

order of the ARDL has been recognized, the relationship can be estimated by OLS, a 

mixture of I(1) and I(0) variables as regressors, and is suitable for small or nite sample 

size (Pesaran et al., 2001).

Model Specication

This study is anchored on the human capital theory and the Keynesian employment 

theory. The human capital theory (Becker, 1964) stresses the role of education and health 

in boosting productivity, while the Keynesian employment theory adds that 

macroeconomic shocks, such as ination and exchange rate instability, reduce aggregate 

demand and employment opportunities, especially for youths. In this study the Human 

development Index was used as a proxy to capture the education and health aspect as it 

affects youth unemployment.

Thus, the functional relationship between youth unemployment and macroeconomic 

instability is expressed as follows:

YUNE = f(INF, EXCHR, GDPGR, HDI, ADR)

Where:

YUNE  = Youth unemployment used as proxy for youth development

INF  = Ination

EXCHR = Exchange rate

GDPGR = Gross Domestic Product growth rate

HDI  = Human Development Index

ADR  = Age Dependency Ratio

YUNE represents the youth unemployment rate; it refers to the share of the labor force 

ages 15-24 without work but available for and seeking employment.

INF measures the rate of ination and captures changes in the general price level that 

affect purchasing power, production costs, and employment conditions.

EXCHR: denotes the exchange rate and reects the value of the domestic currency 

relative to foreign currencies, inuencing investment, trade competitiveness, and labour 

demand.
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GDPGR: represents the gross domestic product growth rate and captures the pace of 

economic expansion and the economy's capacity to generate employment opportunities.

HDI is the human development index and measures improvements in education, health, 

and living standards that inuence labour productivity and employment prospects.

ADR: It represents the age dependency ratio and measures the proportion of dependents 

relative to the working-age population, indicating demographic pressure on the labour 

market and economic resources.

The econometric equation is given as:

 YUNE  = β + β INF  + β EXCHR  + β GDPGR  + β HDI  + β ADR  + µ  t 0 1 t 2 t 3 t 4 t 5 t t

β is the constant while β to β are the coefcients of the explanatory variables. The 0 1 5 

theoretical expectation of the study is that macroeconomic stability has a positive effect 

on youth development. 

The theoretical a priori expectations about the signs of the coefcients of the parameters 

are as follows: β  < 0, β  > 0, β  < 0, β  < 0, β  > 0. 1 2 3 4 5

The ARDL equation is specied as follows: 



IJDSHMSS| p. 367

Presentation and Analysis of Descriptive Data

Trend Analysis

This section presents the trend analysis of youth unemployment, ination, exchange rate, 

GDP growth, and human development index. 

Fig 2: Trend in Nigeria's YUNE, INF, GDPGR, HDI 1990 – 2024.

Source: Graphed by Author, 2025 with data from CBN, UNDP, WDI 2024

Fig. 2 illustrates the overall trajectory of the variables in Nigeria between 1990 and 2024. 

Statistical evidence from the data shows that youth unemployment (YUNE) averaged 

8.13 percent over the study period, with the lowest ve-year average of 5.05 per cent 

recorded in the early 1990s, and the highest average of 10.85 percent observed in the mid-

2000s. The trend indicates a gradual increase in unemployment over the decades, 

reecting the structural nature of Nigeria's labour market challenges.

Ination (INF) averaged 16.47 percent over the study period, but its distribution was 

highly volatile. While the early 1990s and mid-1990s experienced relatively moderate 

ination rates, the late 1990s witnessed peaks above 70 percent, signifying 

macroeconomic instability. The 2000s and 2010s recorded more stable but persistently 

double-digit ination, which continued to undermine purchasing power and economic 

welfare. The exchange rate (EXCHR) displayed a sharp upward trend. From an average 

of ₦8.04 per US dollar in the early 1980s, it rose steadily to reach a peak of ₦425.98 per US 

dollar in the mid-2010s. This depreciation of the naira underscores the persistent foreign 

exchange imbalances and overreliance on oil exports during the period.

 

GDP growth (GDPGR) averaged 4.21 percent over the study period, but the trend reveals 

signicant uctuations. While the economy contracted to -2.04 percent in the mid-1990s, 

the 2000s experienced strong expansions with growth rates above 10 percent in certain 

years. However, from 2015 onwards, growth slowed considerably, reecting the 

combined effect of oil price shocks, exchange rate instability, and weak diversication. 
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The Human Development Index (HDI) recorded an average of 0.472 between 1990 and 

2023. The trend shows gradual improvement over time, rising from 0.379 in the early 

1990s to 0.548 in recent years. This suggests that while welfare indicators in health, 

education, and living standards improved moderately, they lagged behind population 

growth and failed to translate into commensurate employment outcomes.

Overall, the trend shows that while Nigeria recorded modest progress in GDP growth 

and human development, persistent ination, rising unemployment, and a sharply 

depreciating exchange rate highlight deep-rooted structural weaknesses. The pattern 

reinforces that growth alone, without stability and targeted labour policies, has been 

insufcient to address the youth unemployment challenge and allow for a proper 

economic dividend.

Descriptive statistics

Table 1: Descriptive Statistics

Source: Computation by the author, 2025 with the aid of E-view 10.

Table 1 presents the descriptive statistics of the study's variables covering the mean, 

maximum and minimum values within the period under study, 1990 to 2024. Table 4.1 

showed that the average values of Youth Unemployment (YUNE), Ination (INF), 

Exchange Rate (EXCHR), GDP Growth (GDPGR), Human Development Index (HDI) 

and Age Dependency Ratio (ADR) were 8.13 percent, 16.47 percent, ₦169.82 per one 

dollar, 4.21 percent, 0.472 and 88.81 percent respectively. The maximum values of Youth 

Unemployment, Ination, Exchange Rate, GDP Growth, Human Development Index 

and Age Dependency Ratio were 10.85 percent, 72.81 percent, ₦425.98 per one dollar, 

15.33 percent, 0.548 and 94.05 percent respectively, while the minimum values of Youth 

Unemployment, Ination, Exchange Rate, GDP Growth, Human Development Index 
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and Age Dependency Ratio were 5.05 percent, 5.34 percent, ₦8.04 per one dollar, −2.04 

percent, 0.379 and 80.97 percent respectively.

The analysis of skewness also shown in Table 1 indicated that Ination, Exchange Rate 

and GDP Growth were skewed to the right, given the positive values of the skewness of 

these variables. This implies that the mean values of Ination, Exchange Rate and GDP 

Growth were greater than their respective median values. Youth Unemployment, 

Human Development Index and Age Dependency Ratio were skewed to the left, as 

indicated by the negative skewness values of these variables. This suggests that the mean 

values of Youth Unemployment, Human Development Index and Age Dependency 

Ratio were less than their respective median values. The analysis of kurtosis showed the 

distributions of the variables of the study. Exchange Rate and Human Development 

Index were platykurtic, as their kurtosis values were less than 3, indicating relatively at 

distributions. Youth Unemployment, Ination, GDP Growth and Age Dependency Ratio 

were leptokurtic, as their kurtosis values exceeded 3, indicating that these variables were 

peaked and possessed thick tails. This suggests the presence of outliers in the 

distributions of Youth Unemployment, Ination, GDP Growth and Age Dependency 

Ratio.

Correlation Analysis

Table 2: Correlation Matrix

Source: Computation by the author, 2025 with the aid of E-view 10.

Table 2 shows the correlation matrix of the variables of the study. This provides a 

rsthand picture of the expected relationship among the variables of the study. Table 2 

shows that Youth Unemployment (YUNE) has a negative but weak correlation with GDP 

Growth (GDPGR), Ination (INF) and Exchange Rate (EXCHR). This is in line with 

theoretical expectations since higher economic growth, controlled ination and a stable 

exchange rate are generally expected to reduce unemployment, particularly among 

youths. Youth Unemployment also shows a positive but very weak correlation with 

Human Development Index (HDI), which is contrary to theoretical expectation, as 

improvements in human development are expected to enhance employability and 

reduce youth unemployment. In addition, Youth Unemployment has a positive but weak 

correlation with Age Dependency Ratio (ADR), suggesting that an increase in the 

dependent population relative to the working-age population may exert pressure on the 
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labour market and contribute to youth unemployment, although the relationship 

appears weak at the correlation level.

Table 2 further shows that Ination has a negative correlation with GDP Growth and 

Human Development Index, which is theoretically consistent, as persistent ination is 

expected to hinder economic growth and reduce overall welfare. Ination also shows a 

negative but weak correlation with Exchange Rate, suggesting that exchange rate 

movements were not strongly associated with inationary pressures during the period 

under study. Ination, however, has a positive correlation with Age Dependency Ratio, 

implying that higher dependency burdens may be associated with inationary pressures, 

possibly through increased consumption relative to production. The results also indicate 

that Exchange Rate has a very strong and positive correlation with Human Development 

Index (0.8998). This result is theoretically counterintuitive, as exchange rate depreciation 

is often expected to worsen living standards. However, the observed positive 

relationship suggests that improvements in human development may have occurred 

alongside exchange rate depreciation during the study period, possibly due to structural 

reforms, external inows or social sector investments. Exchange Rate also shows a strong 

negative correlation with Age Dependency Ratio, indicating that periods of higher 

dependency ratios were associated with lower exchange rate values.

 

Presentation and Analysis of Econometric Data

Unit Root Test Results

Table 3: Unit Root Tests Results

Source: Computation by the author, 2025 with the aid of E-view 10.

Variable  At level  After rst difference  Remark  
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(     ) = values in parentheses are the corresponding probability values.
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The summary of the unit root test results of the study's variables as shown on Table 4.3, 

depicts that EXCHR, HDI, and ADR were not stationary at level but they became 

stationary after rst difference using the Augmented Dickey Fuller (ADF) unit root test 

method while GDPGR, INF and YUNE variable were stationary at level using ADF unit 

root test method. Hence, due to the mixed stationary results of I (0) and I (1) using ADF, 

the Autoregressive distributed lag model (ARDL) was used to estimate the equation.

Bounds Test Results for Cointegration

The Bounds test is a cointegration test which is conducted to ascertain the existence or 

non-existence of long run relationships among the variables of the equation of the study. 

According to Pesaran et al. (2001), the Bounds test is another way for testing for 

cointegration, that is, the existence or absence of a long run relationship between or 

among variables within the ARDL modelling technique. 

Table 4: Bound Test Results for Long run Relationships among the Study's Variables

Source: Computation by the author, 2025 with the aid of E-view 10.

 

Given that the value of the F-statistic of 9.979665 is greater than the critical values at the 

5% level in the lower bound (2.56) and upper bound (3.49), the Bounds test results 

provided in Table 4 indicate that the variables in the estimated equation have a long run 

relationship. As a result, the null hypothesis of no cointegration is rejected, and the study 

proceeds to estimate the long run coefcients of the study's equation as well as the short 

run error correction model.
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Short-Run ARDL Results of Estimated Youth Unemployment Equation

Table 5: Short run ARDL and error correction results

Source: Computation by the Author, 2025 with the aid of E-view 10.

Table 5 shows the short-run ARDL results and error correction coefcient, which 

captures the speed of adjustment from short-run disequilibrium to long-run equilibrium. 

As displayed in Table 5, the short-run coefcients measure the immediate and lagged 

effects of the explanatory variables on changes in youth unemployment. The short-run 

coefcient of ination, D(INF), is 0.0058 with a probability value of 0.3533. This coefcient 

is positive but not statistically signicant at the ve percent level of signicance, implying 

that a one percent increase in ination leads to about 0.006 percent increase in youth 

unemployment in the short run, all other things being equal. However, the second and 

third lagged values of ination, D(INF (-2)) and D(INF(-3)), have coefcients of –0.0203 

Dependent variable: D(YUNE)

Variable Coefcient
Standard 

Error
t-Statistic Probability
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and –0.0204 with probability values of 0.0086 and 0.0033 respectively. These are negative 

and statistically signicant, indicating that higher ination in earlier periods reduces 

youth unemployment in the short run, possibly reecting short-term labour absorption 

effects arising from ination-induced economic activities.

In the short run, the coefcient of exchange rate, D(EXCHR), is 0.0418 with a probability 

value of 0.0010, which is positive and statistically signicant at the ve percent level. This 

implies that a one percent increase in the exchange rate (depreciation) leads to about 0.042 

percent increase in youth unemployment in the short run. While the rst lag of exchange 

rate, D(EXCHR(-1)), is positive but not statistically signicant, the second and third lags, 

D(EXCHR(-2)) and D(EXCHR(-3)), are positive and weakly to strongly signicant, 

indicating that exchange rate depreciation exerts a delayed but persistent upward 

pressure on youth unemployment. The short-run coefcient of GDP growth, D(GDPGR), 

is 0.0627 with a probability value of 0.0480, indicating a positive and statistically 

signicant effect at the ve percent level. This suggests that contemporaneous GDP 

growth may initially increase youth unemployment, possibly due to jobless growth or 

structural rigidities in the labour market. However, the lagged values of GDP growth, 

D(GDPGR(-1)), D(GDPGR(-2)) and D(GDPGR(-3)), are negative and statistically 

signicant, implying that economic growth reduces youth unemployment after some 

time lag. This indicates that the employment effects of growth materialize gradually in 

the short run.

The short-run coefcient of human development index, D(HDI), is 3.2862 with a 

probability value of 0.6816, which is positive but not statistically signicant. However, 

the second and third lagged values, D(HDI(-2)) and D(HDI(-3)), are statistically 

signicant with mixed signs, suggesting that improvements in human development 

affect youth unemployment in a nonlinear manner in the short run. The short-run 

coefcient of Age Dependency Ratio, D(ADR), is 0.9552 with a probability value of 

0.0003, which is positive and statistically signicant at the ve per cent level. This implies 

that a one percent increase in the age dependency ratio leads to about 0.96 percent 

increase in youth unemployment in the short run. The rst and second lagged values of 

ADR are also positive and statistically signicant, indicating that a higher dependency 

burden persistently worsens youth unemployment. However, the third lag, D(ADR(-3)), 

is negative and statistically signicant, suggesting a possible adjustment effect over time.

The error correction term, ECT(-1), has a coefcient of –1.6101 with a probability value of 

0.0002. This coefcient has the correct negative sign and is statistically signicant at less 

than the ve percent level. This implies that about 161 percent of the short-run 

disequilibrium is corrected within one period, indicating a very rapid speed of 

adjustment from short-run disequilibrium to long-run equilibrium. The magnitude and 

statistical signicance of the error correction coefcient conrm the existence of a stable 

long-run relationship between youth unemployment and the explanatory variables, 

consistent with the Bounds test results. The adjusted R-squared value of 0.9244 indicates 

that approximately 92.44 percent of the variations in youth unemployment are explained 
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by the independent variables in the short run. The Durbin Watson statistic of 2.796, which 

is close to the benchmark value of 2, suggests the absence of autocorrelation in the model. 

The Breusch-Godfrey Serial Correlation LM test reports a probability value of 0.0159, 

while the Heteroskedasticity Breusch-Pagan-Godfrey test reports a probability value of 

0.8242, conrming that the model is free from heteroskedasticity.

Long-Run ARDL Results of Estimated Youth Unemployment Equation

Table 6: Long Run ARDL Results

Source: Computation by the Author, 2025 with the aid of E-view 10.

Table 6 shows the long-run results of the youth unemployment equation. The long-run 

coefcient of Ination (INF) is 0.0525 with a probability value of 0.0714. This coefcient is 

positive but not statistically signicant at the ve percent level of signicance. This 

implies that a one percent increase in ination will lead to about 0.053 percent increase in 

youth unemployment in the long run, all other things being equal.

The long-run coefcient of Exchange Rate (EXCHR) is –0.0064 with a probability value of 

0.7566. This coefcient is negative but not statistically signicant at the ve per cent level 

of signicance. This means that a one per cent increase in the exchange rate will lead to 

about 0.006 percent decrease in youth unemployment in the long run, all other things 

being equal. The long-run coefcient of GDP Growth (GDPGR) is –0.4571 with a 

probability value of 0.0130. This coefcient is negative and statistically signicant at the 

ve percent level of signicance. This implies that a one percent increase in GDP growth 

will lead to about 0.46 percent decrease in youth unemployment in the long run, all other 

things being equal. This result is consistent with economic theory, which posits that 

sustained economic growth enhances employment opportunities and reduces 

unemployment.

The long-run coefcient of Human Development Index (HDI) is 16.833 with a probability 

value of 0.5800. This coefcient is positive but not statistically signicant at the ve per 

cent level of signicance. This means that a one per cent increase in HDI will lead to about 

16.83 per cent increase in youth unemployment in the long run, although this result is not 

statistically supported and runs contrary to theoretical expectations that improvements 

in human development should reduce unemployment. The long-run coefcient of Age 

Dependency Ratio (ADR) is –0.7945 with a probability value of 0.0961. This coefcient is 
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negative and weakly signicant at the ten per cent level of signicance. This implies that a 

one percent increase in the age dependency ratio will lead to about 0.79 percent decrease 

in youth unemployment in the long run, suggesting that demographic adjustments over 

time may ease labour market pressures, although the result should be interpreted with 

caution due to its marginal level of signicance.

Test of Stability

Fig. 3: Test of stability of the coefcients of the estimated youth employment equation 

(CUSUM of Chart)

The stability test using the cumulative sum (CUSUM) in Fig. 3 reveals that the coefcients 

of the variables in the estimated youth unemployment equation remained consistent 

throughout the study's period. The swing of trends within the CUSUM limit at the 5 

percent signicance level bound demonstrates this. This, on the other hand, implies that 

the parameters of the youth unemployment equation do not suffer from any structural 

instability over the period of the study, meaning all the coefcients of the equation are 

stable. The stability test using the square of CUSUM test as shown in Fig. 3 reveals that the 

coefcients of the variables in the estimated youth unemployment equation also 

remained consistent throughout the study's period. The swing of trends within the 

square of CUSUM limit at the 5 percent signicance level demonstrates this. This, on the 

other hand, implies that the parameters of the youth unemployment equation do not 

suffer from any structural instability over the period of the study, which means all the 

coefcients of the model are stable and can be used for making long run policy decisions.

Discussion of Findings

The results show that ination has a positive but statistically insignicant impact on 

youth unemployment in the long run, while its short-run effects are mixed across lag 
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periods. This implies that a one per cent increase in ination leads to only a marginal 

increase in youth unemployment in the long run, although this effect is not statistically 

signicant. Theoretically, ination erodes purchasing power, increases production costs, 

and discourages private sector expansion, thereby limiting employment opportunities 

for youths. This nding aligns with the observations of Olubusoye et al. (2023) and IMF 

(2024), who noted that inationary pressures in Nigeria weaken economic stability and 

labour-market outcomes. However, the insignicance of ination in this study suggests 

that ination alone does not directly drive youth unemployment in Nigeria but interacts 

with deeper structural and demographic factors.

The ndings further reveal that GDP growth has a negative and statistically signicant 

impact on youth unemployment in the long run, indicating that a one per cent increase in 

GDP growth reduces youth unemployment by about 0.46 percent, all other things being 

equal. Although the short-run effects of GDP growth are mixed, the long-run result 

conrms that sustained economic expansion eventually translates into improved 

employment opportunities for youths. This result is consistent with economic theory and 

supports the ndings of Muhammad and Arif (2024), Bal-Domańska (2022), and Jafrin et 

al. (2021), who emphasized that long-term growth enhances labour absorption. The 

implication is that growth-driven policies remain essential for tackling youth 

unemployment, provided such growth is inclusive and employment-intensive.

The Human Development Index (HDI) is found to have a positive but statistically 

insignicant effect on youth unemployment in the long run, suggesting that 

improvements in education, health, and living standards have not translated into 

meaningful reductions in youth unemployment in Nigeria. This result runs contrary to 

theoretical expectations but aligns with Olubusoye et al. (2023) and Jafrin et al. (2021), 

who argued that weak labour-market structures, skills mismatch, and limited industrial 

absorption undermine the employment benets of human capital improvements. The 

nding further supports the demographic dividend literature, which stresses that human 

development alone is insufcient unless accompanied by productive employment 

opportunities and effective macroeconomic policies (Zhou et al., 2023; Mulugeta, 2023).

The exchange rate exhibits a negative but statistically insignicant impact on youth 

unemployment in the long run, implying that exchange rate depreciation has not 

signicantly inuenced youth employment outcomes in Nigeria. This nding 

contradicts conventional expectations that currency depreciation worsens employment 

prospects by increasing production costs and discouraging investment. However, it is 

consistent with Chen et al. (2023) and Olojede and Oladejo (2023), who noted that 

macroeconomic distortions in Nigeria often transmit to the labour market indirectly 

through ination, investment uncertainty, and institutional weaknesses rather than 

direct employment effects. This suggests that exchange rate volatility affects youth 

unemployment mainly through secondary channels rather than immediate labour 

absorption. A key contribution of this study is the role of the Age Dependency Ratio 

(ADR). The short-run results indicate that ADR has a positive and statistically signicant 
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impact on youth unemployment, implying that increases in the dependent population 

relative to the working-age population intensify pressure on the labour market and 

worsen youth unemployment. However, in the long run, ADR exhibits a negative and 

weakly signicant effect, suggesting that demographic adjustments over time may ease 

labour-market pressure if supported by appropriate economic and employment policies. 

This nding aligns with the demographic dividend literature, which emphasizes that a 

favourable age structure alone does not guarantee employment gains unless 

accompanied by investments in education, health, governance, and job creation 

(Mulugeta, 2023; Zhou et al., 2023; Groth et al., 2019).

Overall, the occurrence of coefcients with signs that deviate from theoretical 

expectations reects the structural nature of Nigeria's economy and labour market. In 

particular, macroeconomic variables such as ination, exchange rate, and human 

development indicators do not transmit automatically into youth development outcomes 

due to institutional weaknesses, skills mismatch, and limited productive absorption. This 

stresses the argument of the demographic dividend literature that favourable 

macroeconomic or demographic conditions alone are insufcient. Without 

complementary employment-intensive growth, effective labour-market institutions, and 

targeted youth policies, improvements in macroeconomic indicators may fail to reduce 

youth unemployment.

Conclusion 

The study establishes that sustained GDP growth is central to addressing youth 

unemployment in Nigeria, while other macroeconomic indicators such as ination, 

exchange rate and human development index have not demonstrated signicant long 

run effects. This underscores the structural nature of youth unemployment and supports 

the view in the literature that Nigeria's demographic dividend is at risk unless deliberate 

policies are pursued to stabilise the macroeconomy, expand productive employment 

opportunities, and strengthen investment in human capital development.

Policy Recommendations

Based on the ndings, the study makes the following recommendations:

i. The negative and statistically signicant impact of GDP growth on youth 

unemployment indicates that sustained and inclusive economic growth is 

essential for reducing youth unemployment in Nigeria. Government should 

therefore intensify growth-enhancing policies that prioritise labour-absorbing 

sectors such as agriculture, manufacturing, construction, and information and 

communication technology (ICT). Emphasis should be placed on economic 

diversication away from oil dependence, support for small and medium-scale 

enterprises, and the creation of an enabling business environment capable of 

generating long-term employment opportunities for young people.

ii. The insignicant effect of the Human Development Index (HDI) on youth 

unemployment suggests that improvements in education and health have not 

adequately translated into employment outcomes. This underscores the need for 
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better alignment between human capital development and labour-market 

demand. Government should therefore strengthen technical and vocational 

education and training (TVET), expand digital and entrepreneurial skills 

programmes, and improve the quality of education to ensure that youths acquire 

relevant, market-driven skills that enhance employability and productivity.

iii. The insignicant long-run impact of ination on youth unemployment indicates 

that while ination may not directly inuence employment, persistent price 

instability undermines job creation indirectly by discouraging investment and 

weakening economic condence. Government should enhance scal and 

monetary policy coordination aimed at achieving price stability. Maintaining 

moderate ination will help preserve purchasing power, stimulate private sector 

activity, and create a more conducive environment for sustainable youth 

employment.

iv. The insignicant impact of exchange rate movements on youth unemployment 

highlights the indirect transmission of exchange rate volatility to labour-market 

outcomes. To address this, government should pursue policies that promote 

exchange rate stability through export diversication, increased non-oil foreign 

exchange earnings, and prudent monetary policy management. A more stable 

exchange rate will boost investor condence, lower production costs, and support 

youth-led enterprises and small businesses that rely on imported inputs.

v. Given the signicant role of age dependency ratio in inuencing youth 

unemployment, particularly in the short run, government should implement 

policies aimed at harnessing the demographic dividend. These include 

investments in family planning, youth-focused employment programmes, 

labour-market reforms, and governance improvements that facilitate the 

productive absorption of the growing working-age population. Without such 

targeted interventions, Nigeria's demographic transition may continue to 

exacerbate youth unemployment rather than deliver its expected economic 

benets.
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