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Abstract

Nigeria’s dwindling external reserves have congtitlimajor threats to federally-collected
revenue and citizens’ welfare. This paper examihesnfluence of disaggregated exports on
economic growth in Nigeria, using the Autoregressidstributed Lag (ARDL) approach.
Adopting a longitudinal research design, and seeopdlata obtained from the Central Bank
of Nigeria Statistical Bulletin (2015) as well asrh the World Bank’s World Development
Indicators, the paper utilizes annual time seriesadfrom 1981 — 2014. The paper tests the
time series properties of the variables in orderctnfirm that no variable is 1(2) before
adopting the ARDL model. Economic growth is theedepnt variable, which is proxied by
Real Gross Domestic Product (RGDP) while results easted at 5% level of significance.
The paper establishes a long run relationship betwBGDP and its selected determinants
such as oil exports, non-oil exports, growth indabforce, capital formation, oil imports and
non-oil imports while no short run causality is asdished among the variables. The
restricted error correction model shows a low speédonvergence of output to its long run
equilibrium as about 38.66 percent of the disefquilim in the system is corrected within a
year. The paper examines the long run elasticisesl finds that oil exports do not
significantly enhance economic growth while non-&xports significantly hurt economic
growth in Nigeria. Overall, the findings of thisudly cannot provide strong evidence to
support the export-led hypothesis. Finally, the grapecommends, among others, that
government should strengthen export-oriented pagicincrease local refining capacity so
that oil imports can be halted or minimized; enhanalue-added non-oil exports; and adopt
import-substitution strategy on consumer goods leessé constitute the sine qua non for
accelerating economic growth in Nigeria.

Keywords: Disaggregated Exports, Economic Growth, Unit RoARDL.
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1.0 Introduction

The idea that export expansion drives economic tira® rooted since the classical and
neoclassical orthodoxy of Adam Smith, David Ricardehn Mill, Cordon’s Supply Driven

Model, Variety Hypothesis of Walkins (1968) as wedl the Staple Growth Theory (Nyong,
2005). Since then, the rationale for free trade amadous indisputable benefits that
international specialization brings to the produitfi of nations have been widely discussed

and documented in economic literature (Bhagwati81 &rueger, 1978).

The export-led growth hypothesis is hinged on temithat export expansion is one of the
major drivers of economic growth. This school obught holds the notion that economic
growth (output expansion) of countries could beagiied not only by increasing traditional
inputs such as labour and capital, but also by mdipg non-traditional factors of production,
which include oil and non-oil exports. This hypalseehas become popular in the field of
international trade and finance.

Many developing countries, at one period or angthave adopted a trade policy of either
import substitution or export promotion in view obnvictions that they foster economic
growth and development. However, these beliefseha@en a subject of debate in the
economic literature as findings from regional adl ws country-specific studies have remain
less-consensual and inconclusive. This is the dapstudy attempts to fill. Advocates of
import substitution based their argument on thalrieedeveloping countries to carve a niche
for themselves by developing trade policy that willcourage local technology development
and expertise through ‘learning by doing’ in thalreector of the economy (Todaro & Smith,
2003). The policy of import substitution adopted thre 1950's and 1960’'s was later
discontinued in Nigeria, as in most developing ¢aas, in favour of export expansion. The
proponents of export expansion argue that expanehkpgrts benefits the domestic economy
by: increasing efficiency in resource use and alion, creating substantial economies of
scale in production, generating employment and daeaohancing economic growth (Udah,
2012).

Although the success story of the Asian Dragon$adia, Singapore, Hong Kong and South
Korea), lend credence to the desirability of outivariented policy as agreed by neoclassical
economists, Amsden (1989) avers that the succesyg sf the Asian Tigers is highly
attributed to a focused and strong state whose shkiengolicy is structured to protect

domestic industries while also incentivizing foregarticipation.
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Paradoxically, total exports which stood at US$6J5illion in 2011 have dropped by 18.1%
to about US$102.8 Billion as at 2014 (World BanWebsite, 2016). According to Olaleye,
Edun and Taiwo (2013), the share of oil exporttotal exports had begun to fall from 1990
to the 2000’s; 91% in 2008, 70% in 2010 and 69.8%012.

Oil exports represent about 75% of federally cédldcrevenue and 95% of export earnings
(Akande & Roberts, 2010) and Nigeria’'s over-relamn it as a major source of revenue for
the economy brings to fore the following researakgtions: Is there a long run relationship
between economic growth and oil exports as wetithsr selected macroeconomic variables,
and what is the influence of oil exports on ecormgrowth in Nigeria? Findings from this
study would enhance the extant literature on expoohomic growth nexus in Nigeria, and
enable major stakeholders such as government ahlclympakers to take more informed
decisions in their quest to ensure sustainableaoangrowth in Nigeria.

Following this introduction, the rest of this papgrorganized as follows: section two deals
with brief review of empirical literature while gean three discusses the methodology of the
study. Section four presents the results and dsesundings of the study. Finally, section

five concludes the paper and proffers recommendsitio

2.0 Empirical Literature Review

The export-economic growth debate has attractedttkation of researchers across the globe

in general, and Nigeria, in particular.

A review of off-shore literature indicates thatth@re many studies on the export-economic
growth nexus. The earliest ones include Emery (19®868); Syron and Walsh (1968);
Serven (1968); Kravis (1970); Heller and Porter7@9 Bhagwati (1978) and Krueger (1978).
They posit that export expansion is the single nmagbrtant determinant of growth in a two
variable framework. They used a bivariate correlatest in a cross-country format to show
the superiority of export-led growth hypothesis.

Another set of researchers, such as Balassa (129@5); Tyler (1981); Feder (1983);
Kavoussi (1984); Ram (1985, 1987) and Moschos (L9B8%9estigated the relationship
between export and output within the neoclassicamnéwork. Majority of these studies
included the export variable to capture the pradiigtgains generated by the external sector

which stimulated the domestic economy, and to déhl broad externality issues. The major
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defect being that export was included as an explapaariable in an ad hoc manner (Udah,
2012).

As observed by Kugler (1991), Henriques and Sagord©96) studies that focus on
individual developed countries such Canada, Fraseitzerland, USA, among others,
support the hypothesis that export expansion sétaesl economic growth. However, Ram
(1987) in his cross sectional analysis for low amddle income countries argues that export-
led growth hypothesis is valid but caution thatéaese of huge inter-country differences and
diversity, the result should be interpreted witinsarestraint.

Majority of the earlier studies, which include Syrand Walsh (1968); Heller and Porter
(1978) among others argue that the positive efbécatxports on growth show clearly only
after countries have achieved a certain level @inemic development. Thus, their results
indicate that countries heavily dependent on afjitical commodities are less likely to benefit
from exports when compared to countries that havegh level development and whose
exports contain high domestic value-added compganddther cross sectional studies that
support the export-growth hypothesis include Fak@9Q) and lussier (1993) for African
countries, and Kugler (1991) for industrialized cties.

Shihab and Abdul-Khaliq (2016) tested the casuationship between exports and economic
growth in Jordan, and observed a unidirectionakabty running from economic growth to
exports. Bwo-Nung and Chien-Hui (2002) identifibé relationship existing between exports
and economic growth in five East Asian countriesing multivariate threshold model
(import-export ratio). Empirical evidence from teudy supports export-led growth in the
region except in Hong Kong where the researchers weable to gather enough data to test
the hypothesis.

In the Nigerian context, researchers have lookeleatopic from different angles and scopes.
For instance, Ugwuebe and Uruakpa (2013) studyntipact of export trading on economic
growth in Nigeria. The study which disaggregatdseaports from non-oil export trading,
show significant influence of both on economic gtiowwhich supports export-led growth
hypothesis. Sheridan (2012) also examined reldtipnbetween exports, macroeconomic
policy, and economic growth in Nigeria. Findingsorfr the study revealed that
macroeconomic policies affect exports and for tleiason, economic growth could also be
affected.
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Oyatoye, Arogundade, Adebisi and Oluwakayode (20ivdgstigates the relationship among
three macroeconomic variables Foreign Direct Investment, Exports and Gross Dsioe
Product— in Nigeria between 1987 and 2006. The outcomiefstudy shows that Foreign
Direct Investment has a very strong and positivatimship with exports in Nigeria. In
another perspective, Olaleye, Edun and Taiwo (2@&&mine export diversification and
economic growth in Nigeria. The results show thgricltural exports exhibit bi-directional

causality with economic growth.

Verter and Becvarova (2016) also examine the impécigricultural exports on economic
growth in Nigeria, and posit that there exists @agtural export-led growth in Nigeria in the
long run. They however opine that primary prodwtisuld not be exported unless they are
processed to enable such a country attract a falobalance of trade.

Olaleye, Edun, and Taiwo (2013) in their study owpaet diversification and economic
growth in Nigeria aver that Less Developed Counst(leDC’s) are known to export primary
products in their raw forms compared to the devetbpountries that make huge amount of
gains by adding values to their resources befoporation. For instance, as at 2005, the
primary products (Natural resources) of Nigeriatabated about 98 percent to total exports,
while the remaining 2 percent was contributed bg #econdary and tertiary products

(International Trade and Development Strategy, 200Bich is instructive.

Overall, the findings from the various studies eswed indicate a mix of outcomes; some
supporting the export-led growth hypothesis whilleeo research results contrast same, thus

making the export-growth debate less consensuaharmhgoing one.

3.0 Data and Methodology

3.1 Data sources and Description of Variables

Annual time series data from 1981 to 2014 on ecoagmowth, oil exports, non-oil exports,
oil imports and non-oil imports were used in thitady. This period was chosen due to
availability of data on all the selected variablekile the number of observations was
considered large enough to produce reliable resOliser variables were gross fixed capital
formation and labour force. Real gross domestidpcdo (RGDP) was used as proxy for
economic growth (output) - a measure of the ove@inomic activity in Nigeria. Oil exports
(OILEXP), non-oil exports (NOILEXP), oil imports (OMP) and non-oil imports
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(NOILIMP) were used as the disaggregated formsntdrnational trade in Nigeria. Capital
was proxied by Gross fixed capital formation (CARKhile labour force was proxied by
annual population growth rate. While data on anmadulation growth rate was obtained
from the World Development Indicators (2015) hostedthe Website of the World Bank,
data on other variables were obtained from the i@eBank of Nigeria Statistical Bulletin

(2015). The data were processed using EViews &aodt

3.2 Model Specification and Estimation Procedure

The model built to investigate the influence of estp on economic growth in Nigeria was

based on the augmented Cobb-Douglas productiortifumclrhe uniqueness of augmented
Cobb-Douglas production function is that it perntite addition of non-traditional inputs such

as exports and imports to the traditional factdrproduction such as capital and labour with
a view to capturing their influence on economicvgite This model has been used by Feder
(1983) and Fossu (1990), among others. Sequelegaatloption of the augmented Cobb-

Douglas production function, the general model éodstimated for Nigeria is defined as

follows:

RGDP=f ( OILEXP, NOILEXP, OILIMP, NOILIMP, GILF, CAF)
The semi-log economic growth equation is expliciibecified as follows:

LNRGDP= [+ RiOILEXP+RGILF + RgCAF+ RNOILEXP + FOILIMP + RsNOILIMP +¢,

1)

Where LNRGDFP is the natural log of economic growth proxied Rgal Gross Domestic
Product (output) at period t while other varialkdes as previously defined. The parameters to
be estimated areyfconstant) angsi (i=1...6), which are the slope parametexss the error
term at period t that is assumed to be identicaily independently distributed with zero mean
and constant variance?).

The method employed in the study was based omtr@civancements in the theoretical and
empirical Trade - Growth literature. As the studypdoyed time series data, various tests
such as unit root test and co-integration test wesdormed. The cointegration test was
determined by using Autoregressive Distributed [ABDL) modeling approach. The model
was estimated by using Ordinary Least Square (@&Shod.

33 Unit Root Test
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It is usually assumed that the underlying varialaes stationary when building and testing
economic models, but this is not always true where tseries data are involved. Hence,
before estimating thARDL model in equation (2), we tested the timeesproperties of the
data to ensure that the univariate series werereit@) or I(1) but not 1(2) a prerequisite for
the adoption of ARDL approach. Hence, the timeeseproperties of the data were examined
using Augmented Dickey Fuller (ADF) test at 5% lew# significance. The ADF test
conducted on each of the variables is based omuhehypothesis of non stationarity. The
non-rejection of the null hypothesis implies theeshdor appropriate differencing to induce

stationarity.

3.4 ARDL Approach

The autoregressive distributed lag (ARDL) modelaisseminal contribution with single
cointegration originally pioneered by Pesaran amh §1999) and further extended by
Pesaran, Shin and Smith (2001). The ARDL apprbashedge over the Johansen framework
as it does not require all variables to be I(1) #retefore applicable when we have a mix of
I(0) and I(1) variables in our series.

The ARDL method cointegration has certain economeilvantages in comparison to other
methods of cointegration which are: all variabléghe model are assumed to be endogenous;
applicable irrespectively the order of integratminthe variable - 1(0) and I(1) variables but
not 1(2); and the short-run and long-run coeffitgenof the model are estimated
simultaneously [Dritsakis, (2011)].

An ARDL representation of equation (1) is formuthtes follows:

n n n n

ALNRGDP=ag + a1i ZALNRGDP +Z 0 AOILEXPy + Z 03i ANOILEXPy; + Z 04 AGILF +
i=1 i=1 i=1 i=1

n n n

> a5 ACAF i + Z 06 AOILIMP¢; +Z a7 ANOILIMP¢; + 3 INRGDP(-1) + BOILEXP(-1)

+
i=1 i=1 i=1

ReNOILEXP(-1)+ RGILF(-1) + BCAF(-1) + BOILIMP(-1) + ZNOILIMP(-1) + L )

Where:
A denotes the first difference operator;
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ap Is the drift component

opiS the usual white noise residuals.

The left-hand side is the Real GDP (output), whiehves as the proxy for economic growth.
The first seven expressions with the summation &igr;) on the right-hand side represent
the short run dynamics of the model while the &esten expressionsp¢(—3) correspond to
the long run relationship.

To investigate the presence of long-run relatigmslaimong the RGDP, OILEXP, NOILEXP,
GILF, CAF, OILIMP, and NOILIMP, bound testing undBesaranet al. (2001) procedure
was used. The bound testing procedure is baseleoR-test. The F-test is actually a test of
the hypothesis of no cointegration among the végghgainst the existence or presence of

cointegration (long run relationship) among theaalales, denoted as:

Ho: B1 =PB2=P3=Ps=Ps=Pe=P7=0

I.e., there is no cointegration among the variables

Ha:B1#P2 #Ps #Pas #Ps #Pe #P7# 0

That is, there is cointegration (long run relatitipy among the variables

The paper adopted the Akaike Information CriteffdtC) and the Schwarz (Bayes) Criterion
to select the optimal lag structure for the modéle ARDL (bound test) was based on the
Wald-test (F-statistic) used to check the joiningigance of the coefficients on the lagged-
level terms of the unrestricted (or conditionaljoercorrection model (UECM) in order to
determine the existence (or otherwise) of a long-rurelationship [Ho:
(14)=C(15)=C(16)=C(17)=C(18)=C(19) =C(20)=0]. Twaymptotic critical value bounds
developed by Pesarat al. (2001) provide a test for cointegration when thdependent
variables are 1(d) (where € d < 1). The lower bound assumes that all the indepgnde
variables are 1(0) and the upper bound assumeshégtare 1(1). If the test statistics exceed
the respective upper critical value, the null igeceed and we can infer that a long-run
relationship exists. From the UECM, we can deteentire long-run elasticities, which are the
coefficient of the one lagged explanatory varialfhesitiplied with a negative sign) divided
by the coefficient of the one lagged dependentakdei If the test statistic falls below the

lower critical values, we cannot reject the nulpbthesis of no cointegration. However, if the
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F-statistic is significant yet lies within the banthe statistical inference would be

inconclusive.

3.5 Restricted Error Correction Model

We can do a further check for cointegration by mgrnthe restricted ECM. If the Error
Correction Term lag 1 [ECT(-1)] in the restrictedCM is negative and statistically
significant, we can conclude that cointegratiorsexamong the variables. Thus, equation (2)
in the ARDL version of the error correction modahde referred to as the UECM. In the
meantime, the restricted error correction versibARDL model relating to the variables in

equation (2) is as follows:

n n n n

ALNRGDP=aqg + a1i ZALNRGDP +Z a,j AOILEXP¢ + Z a3i ANOILEXPy; + 2 a4 AGILF.; +
i=1 i=1 i=1 i=1

n n n

> a5 ACAF i + Z 06 AOILIMP; +Z a7 ANOILIMP¢; + ©ECT(-1) 3)
i=1 i=1 i=1
Whereo is the speed of adjustment parameter and ECTeis/¢lstor of residuals obtained

from estimated cointegration model of equation (2).

4.0 Results and Discussion

4.1  Tests for Unit Root

Table 1 presents the results of the Augmented Di¢kdler (ADF) unit root tests conducted
on the included variables. While four variableSIRGDP, OILEXP, NOILEXP and
OILIMP) are stationary at first difference, the ethhree (GILF, CAF, and NOILIMP) are
1(0). Since none of the variables is integratet{®f, the associated model is amenable to

ARDL (bounds testing) approach.
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Table 1: Results of Augmented Dickey-Fuller Unit Rot Test

Variable Level First Difference Decision

ADF Test Statistic ADF Test Statistic

LNRGDP 0.298652 -5.619375 1(1)
OILEXP -1.768264 -5.677354 1(1)
NOILEXP -2.380645 -6.085736 1(1)
GILF -3.311297 Not Applicable 1(0)
CAF -4.340094 Not Applicable 1(0)
OILIMP -2.266023 -7.079610 1(1)
NOILIMP -2.983138 Not Applicable 1(0)

MacKinnon (1996) Critical Value at Level at 5% |léeé significance = -2.954021
MacKinnon (1996) Critical Value at First Differenae5% level of significance = -2.957110
Source: Computed by the Authors

4.2.

Results of Cointegration Test

Using the AIC and the SC, lag 2 was selected a®piienum lag for our model. Table 2

presents the results of the ARDL model with LNRG&#Rhe dependent variable.

Table 2: Results of ARDL Estimations

Panel A: Dependent Variable: D(LNRGDP)

Variable Coefficient t-Statistic Prob.
C -17.87591 -0.967401 0.3541
D(LNRGDP(-2)) -0.186946 -0.728068 0.4818
D(OILEXP(-2)) 0.02699 1.037255 0.3219
D(NOILEXP(-1)) -1.576032 -2.34081 0.0391
D(NOILEXP(-2)) -0.984754 -1.487489 0.165
D(GILF(-1)) 15.60617 0.501475 0.6259
D(GILF(-2)) -19.74282 -0.699126 0.499
D(CAF(-1)) 0.015149 0.125386 0.9025
D(CAF(-2)) -0.078597 -0.825483 0.4266
D(OILIMP(-1)) -0.208482 -0.86442 0.4058
D(OILIMP(-2)) -0.193174 -1.036493 0.3222
D(NOILIMP(-1)) 0.02446 0.181635 0.8592
D(NOILIMP(-2)) 0.033908 0.472223 0.646
LNRGDP(-1) -0.408526 -1.410784 0.186
OILEXP(-1) -0.061393 -2.388793 0.0359
NOILEXP(-1) 0.686721 0.682999 0.5087
GILF(-1) 10.93167 1.828678 0.0947
CAF(-1) 0.059425 0.283117 0.7823
OILIMP(-1) 0.605246 1.626839 0.1321
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NOILIMP(-1) 0.002983 0.014932 0.9884
R-squared 0.815| F-statistic 2.56
Adjusted R-squared 0.496 | Prob(F-statistic) 0.047

Durbin-Watson stat 2.468

Panel B: Diagnostic Tests

Breusch-Godfrey X
Serial Correlation | Obs R Squared: 3.78 0.1511
LM

Breusch-Pagan-
Godfrey Hetero- Obs*R-squared : 23.67 0.2090
scedasticity

SourceComputed by Authors

With an R of about 0.815, it indicates that the independf@niables explain about 81.5% of
the variation in the dependent variable while astdistic of about 2.56 (Prob. F-stat: 0.047)
imply the overall model is significant at 5% level.

As can be observed from panel B of Table 2, the Eiddsed all diagnostic tests against
serial correlation (Breusch-Godfrey test), heteedssticity (Breusch-Pagan-Godfrey test).
The plot of cumulative sum of squares of recursegduals indicates the absence of any
instability in the coefficients and a confirmatiohnormality of errors because the plot of the
CUSUM statistic fell inside the critical bounds thfe 5% significance level of parameter
stability (Appendix 1).

The results of the coefficient diagnostics (Waldt)@re presented in Table 3. Th&tatistic of 3.1
< 0.05 indicates that the null hypothesise:HB1 = B2 = B3 = Pa = Ps= Pe= Pr= 0 [or
C(14)=C(15)=C(16)=C(17)=C(18)=C(19)=C(20)] shouk fiejected. In other wordspefficients o
output, oil export, non-oil export, capital fornati labour force, oil imports and nai-imports ar
jointly significant in the long rui However, the Ftatistic of 3.16 (k=6) is higher than the lo
bound (2.45) but lower than the upper bound (3dlhe Pesaraet al (2001) critical valuesThe
relevant critical value bounds were obtained froabl& C1.iii (with an unrestricted intercept anc
trend).Hence, the statistical inference of cointegrationnconclusive. Consequently, we estimated
the restricted ECM in order to confirm the exisenof cointegration. Long run relations
(cointegration) was confirmed as the error corogctierm [ECT(-1)] was negae and statisticall

significant at 5% level (Table 4)
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Table 3 : Coefficient Diagnostics: Wald Test

Null Hypothesis:
C(14)=C(15)=C(16)=C(17)=C(18)=C(19)=C(20)=0

Test »
Statistic | value df Probability
F-

statistic 3.16272| (7, 11) 0.0432
chr 221390 7 0.0024
square

Source€omputed by Authors

4.3 Elasticities of the Explanatory Variable

Elasticities of the variables were calculated frttma long run estimates provided in Table~gorr
the UECM, the long-run elasticity of each variablas determined, which the coefficient of th
one lagged explanatory variable (multiplied witmegative sign) dided by the coefficient of tl
one lagged dependent variable. The corresponding tan ARDL model foreconomic growt
(output) equation based on the elasticities contputem Table 2 is presented as follows
(probabilities in parentheses):

LNRGDP = -17.8759 + 0.15080LEXP { — 1.681WNOILEXP  — 26.758&ILF  — 0.145&AF; —

[0.000]  [0.441] [0.050] [0.000] [0.443]
1.481®ILIMP ( — 0.007NOILIMP ¢ + (4)
[0.074] [0.497]

Where Wis the usual white noise residuals.

From equation (3), the oil exports elasticity i$®but insignificant at 5 % levellhat is, one perce
increase in oil exports would increase economicwgio(output) by 0.15 percentlhis is ai
indication that over-reliance on oil exports wouid, the long run,not add significant value
economic growth in NigeriaThis is probably compounded by the export of crodemeant fo
refining into petroleum products such as PremiumtdviGpirit (PMS) and Automotive Gas !
(AGO) hitheto refined within the country, which are importédck into Nigeria for domes
consumption. The non-oil exports elasticity is68 and statistically significant at 5% level. §

implies that a one percent increase in non-oil espeould trigger abdul.68% reduction in outp
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in the long run. This might probably be due to piheponderance of primary productath little or
no value addition, in the country’s non-oil expoifsus, thisstudy does not have strong evidenc
support the export-led growth hypothesis. Also,fthding on non-oil exports agrees wilyron an
Walsh (1968)xs well as Heller and Porter (1978), among otivelns, averred that the positive eff
of exports ongrowth flourish only after countries have achievadcertain level of econon
development. Thus, their results indicate that twes heavily dependent on primary products
as agricultural commodities and mineral producssifathe Nigerian case)aless likely to bene
from exports when compared to countries that havegh level development and whose ex
contains a high domestic value added. The elastwit growth in labour force is26.76 an
statistically significant at 5% level, whichdicates that a one percent growth in labour foeods t
reduce output by 26.76 percent in the long runs Tould bepartly attributed to poorly skilled labc
force and the increase in unemployment rate whigitevates violence and social unrest tharup
productive activities in the economy. The elastiof capital formation is -0.15 bugtatistically
insignificant. This might be partly due to high number of abandiopejects and underutilization
capital assets in the country. The elasticitiesibfmports and non-oil imports stand at -1.48 and
0.007 respectively but are statistically insigrafit in their individual negative influence
economic growth in Nigeria.

In terms ofa priori expectation, the oil exports elasticity is positaugdin tandem with theoretic
expectation but the insignificance of its coeffidgieontradicts the export-led hypothesis. The abn-
exports elasticity is negative and contrasts dhpriori expectation because of preponderanc
primary products in Nigeria’s non-oil exports compat. Furthermore, the elasticitie growth ir
labour force, and capital formation are negativel are in contrast wita priori expectationsLastly,
elasticities of oil imports and non-oil imports anegative, which alsagree with theoretic

expectations.

4.4 Results of the Restricted Error Correction Moel

The results of the restricted error correction matde presented in Table 4. With afi & abou
0.564, it indicates that the independent varialdgplain about 56.4% of the variation in

dependent variable while an F-statistic of aboQ84Prob. Fstat: 0.050) imply the overall mode
significant at 5% level.

As can be observed fropanel B of Table 3, the restricted ECM passed iajrbstic tests agair
serial correlation (Breusch-Godfrey test), heteedssticity (Breusch-Pagan-Godfrey test)eplo

of cumulative sum of squares of recursive residualécates the absence dafiyainstability in the
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coefficients and confirmation of normality of ersdsecause the plot of the CUSUM statistic als«
inside the critical bounds of the 5% significaneedl of parameter stability (Appendix Z)he
results reveal that the lagged error correctiomtgECT(-1)] is negative and statistically significe
which is a confirmation that long run relationshgxists between RGDP and its sele
determinants.

The coefficient of the ECT(-1) is -0.3866 and wtistically significant at 5%evel. It also means tF
about 38.7 percent departure from long run equuiibris corrected in the short run. It also indisate
that about 38.7 percent of the disequilibrium i@ pmevious year is corrected in the current yERe.
implication is thatt takes approximately two years, seven monthsfand days to fully restore
departure from long run equilibrium. That is, tipeed of adjustment is low.

Table 4: Restricted Error Correction Model

Dependent Variable: D(LNRGDP)

Variable Coefficient | t-Statistic Prob.
C 0.264444 2.024654  0.0589
D(LNESDP(' 0.126036 0.597914  0.5578
D(O”Z')E)XP(' 0019 -0.86701  0.398
D(Noi')')EXP(' 072534 -1.63949]  0.1195
D(Noé')')EXP(' 051199| -0.96771]  0.3468
D(GILF(-1)) | 3.167365 0.276964  0.7851
D(GILF(-2)) 0.6487| -0.07688  0.9396
D(CAF(-1)) | 0.034819 0777781  0.4474
D(CAF(-2)) | -0.00573 -0.12358|  0.9031
DOILIMP(-1)) | -0.28281| -1.48312]  0.1563
DOILIMP(-2)) | -0.28727| -157936  0.1327
D(NO:'L)L)'MP(' 0.0026] -0.04902]  0.9615
D(NOZ')L)'MP(' 0.035244 0.722317|  0.4799
ECT(-1) 038661 -2.16971]  0.0445
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R-squared

0.564273| F-statistic

2.03482

Adjusted R-

0.23107
squared

Prob(F-
statistic)

0.05028

Durbin-Watson stat

1.628797

Panel B: Diagnostic Tests

Breusch-
Godfrey
Serial
Correlatio
nLM

Obs’ R Squared:
2.62

0.2694

Breusch-
Pagan-
Godfrey
Hetero-
scedasticity

Obs*R-squared :
20.32

0.0876

Source: Computed by Authors

4.5 Short Run Causality Test

Table 5 presents the results of short run caudadityween the dependent and independent variables.

Table 4: Results of Wald Test for Short Run Causaty

Dependent Variable: D(LNRGDP)
Null
Variable Hypothesis Chi- Square Statistic Probability Decisin
D(LNRGDP(-

2) C(2)=0 0.357501 0.5499 Accept Ho
D(OILEXP(-2)) | C(3)=0 0.751705 0.3859 Accept Ho
D(NOILEXP(-

1))

D(NOILEXP(- 3.083105 0.2140 Accept Hp

2)) C(4)=C(5)=0

D(GILF(-1))
0.106903 0.948 Accept Ha
D(GILF(-2)) | C(6)=C(7)=0
D(CAF(-1))
D(CAF(-2)) | C(8)=C(9)=0 0.629426 0.73 Accept Ho
D(OILIMP(-1)) | C(10)=C(11)
D(OILIMP(-2)) =0 3.285011 0.1935 Accept Ha
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D(NOILIMP(-
1))
D(NOILIMP(- | C(12)=C(13)
2)) =0 0.894278 0.6395 Accept HO

Source: Computed by Authors

The Wald test results indicate that the null hype#s cannot be rejected at 5% significaeeel.
which indicate that there is no short run causalityning from: RGDP(-2) to current outpubil
exports to current output; non-oil exports to catreutput; growth in labouiiorce to current outpt
capital formation to current output; oil importsdorrent output; and from nawit imports to currer

output.

5.0 Conclusion and Recommendations

In spite of the growing literature on export-ledwth hypothesis at both regional and national Evel
there is no empirical research (to our knowledpa) tlisaggregated exports and imports wailée
same time adopted ARDL approach to this topic ekerstudy period (1981-2014) in Nigerighis
paper seeks to investigate the influence of disaggged (oil and non-oilexports on econorr
growth in Nigeria and thereby tests the validitytbé export-ledgrowth hypothesis. The rest
indicate the existence of long-run relationshipwestn RGDP and oil-exports, naoil- exports
labour force, capital formation, oil imports andnrail imports. That is, the results indicdtet the
variables under consideration are co-integrated.

The restricted ECM showso short run causality running from any of the exgltory variables
output (economic growth). The long run elasticitindicate that oil exports do naignificantly
enhance economic growth while non-oil exports $igantly hurt economic growth in the long term
This might probably be due to the preponderangaiafary products, with little or no value addition
in the country’s non-oil exports. Furthermore, labéorce elasticity exerts a significant nega
influence on economic growth due probably to plo®rly skilled labour force and the increas
unemployment rateyhich aggravates violence and social unrest trsatigt productive activities
the econom. The elasticity of capital formation is negatibat statistically insignificant, whic
might be partly due to high number of abandonegepts and underutilization of capital assets ir
country. The elasticities of oil imports and nohimiports ae negative but statistically insignifica
The reasons are not far-fetched; oil imports areidable, irrational and rent-seeking for an oil-
producing economy such as Nigeria while non-oil antg involve higherolume of consumer goo

rather than investment goods such as machinery emuipment required for productiorhe
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coefficient of the error correction term [ECT(-BHf -0.3866 implies a lowpeed of convergence
output to its long run equilibrium as about 38.7%rgent of the disequilibrium in the systam
corrected within a year.

Overall, the findings of this study cannot providgong evidence to support the expecd-
hypothesis, while also reinforcing the outcomesaine previous works such as Walsh (1988)
well as Heller and Porter (1978), among others, awherredthat the positive effect of exports
growth flourish only after countries have achieweckrtain level of economic development. Find
from this study confirm their argument thatuntries heavily dependent on primary product$ su
agricultural commodities and mineral products (athe Nigerian casayre less likely to benefit fro
exports when compared to countries that have albeighl development and whose export contains
high domestic value added. Results from the studyg aonfirm that traditional as well as non-

traditional factors of production could influenceoaomic growth.

It is therefore recommended that government showttdhaul and expand domestic refining capacity;
strengthen export-oriented policies; enhance vatlgeed non-oil exports; adopt impaubstitutiol
strategy for consumer goods; enharfugman capacity building; and ensure effective mt
management in order to turnaround, and/or mininaizendoned projects. Effectiv@plementatio

of these strategies seems $irge qua norior accelerating economic growth in Nigeria.
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Appendix 1: Plot of Cumulative Sum of Squares of Ramursive Residuals—ARDL

Estimations
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Appendix 2: Plot of Cumulative Sum of Squares of Rmursive Residuals — Restricted

Error Correction Model
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