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Abstract 
 

This study investigates the nature of relationship between economic performance indicator (gross 

domestic product growth rate), non-oil export variables and official exchange rate; and especially 

how the former respond to the effects of the later. The study utilizes yearly Nigerian data series 

for official exchange rate, agricultural raw materials export, manufactured goods export, food 

export, iron ore and metal export, merchandized export and gross domestic product growth rate 

covering the period 1980-2016. We employed the Johansen Co-integration tests and Error 

correction model and GARCH test to evaluate the volatility in the series, while Bivariate GARCH 

was used to test for transmission between the official exchange rate, non-oil export variables and 

gross domestic product growth rate. The results revealed that earnings from agricultural raw 

material exports, food exports, manufactured good exports, merchandized exports and iron ore 

and metal exports influenced exchange rate in the long run. The nature of the long run impact 

revealed that, earnings from food exports, manufactured goods exports, and iron ore/metal exports 

exhibit strong positive impact on exchange rate while earnings from food export display weak 

positive impact on exchange rate. On the contrary, earnings from agricultural raw material 

exports and merchandized exports exhibit negative weak influence on exchange rate. The short 

run dynamic results reveal that dynamic changes in the exportation of agricultural raw materials, 

manufactured goods and iron ore and metals could lead to positive changes in exchange rate. 

There is also evidence of strong innovations or shocks flowing from official exchange rate and 

non-oil export variables to output growth. Specifically, food export shocks do not strongly 

influence output growth; while significant shocks transmit from agricultural exports, 

manufactured goods exports, merchandise exports and iron ore/metal exports to trigger output 

growth in the economy. Official exchange rate exhibits strong negative influence on output growth. 

We recommended that the managers of the Nigerian economy should craft development policy that 

will focus on promoting non-oil exports in order to create a robust and diversified economic 

structure with the aim of fostering output growth and controlling exchange rate fluctuation. 

 

Keywords: Non-Oil Export, Exchange Rate, Output, Shocks, Earnings, Merchandize, Agriculture. 

 

1.0 Introduction 

Exportation of goods and services is required by any economy to improve the balance of payment 

position and foreign exchange earnings of the economy. Massive export is a function of increased 

investment, improved domestic productivity, rise in the output level of goods and services and an 

active economy. This will in turn enhance the growth of the domestic economy and strengthen the 

domestic currency against foreign currencies. Export expansion generally contributes to economic 

growth. Export growth leads to increased scope of economies of scale which results from 

enlargement of market size due to efficient allocation of resources and competitiveness of the 

exporting firms. It is noted that foreign trade creates an avenue for foreign capital to flow into a 
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country, (Abdulahi and Jaquet, 2002; Omotor, 2008). Increased export positively impacts on 

aggregate national output/income level by relaxing foreign exchange constraints and increasing 

the earning capacity of an economy through import substitution or export promotion. This will 

help make the economy more active, creating more employment opportunities with the attendant 

reduction in social cost of unemployment as higher demand for export will require more 

production which will in turn engage more people to be gainfully employed (Abou-Strait, 2005; 

Ricardo, 1817; Adesoji and Sotubo, 2013). Increased exports over imports also harness terms of 

trade and improve foreign exchange earnings (Paus and Robinson, 2003). Non-oil exports are 

products which are produced within the domestic economy in the agricultural, manufacturing and 

industrial sectors that are sold outside the country to earn foreign exchange for the growth of the 

economy, excluding oil products. These non-oil exports items include products like coal, cotton, 

timber, cocoa, and the likes. 

Exchange rate on the other hand plays an increasingly significant role in any economy as it directly 

affects domestic price level, profitability of traded goods and services, allocation of resources and 

investment decisions. The stability of exchange rate is today formidable bedrock of all economic 

activities. Exchange rate stability facilitates production activities and economic growth. 

Misalignment in exchange rate could distort production activities and consequently hinders export 

growth and generate macroeconomic instability (Maruta, 1999; Obi and Gobna, 2010).  Exchange 

rate (also known as foreign exchange rate; forex) is conceptualized as the rate at which one 

currency is exchanged for another, that is one unit of naira needed to purchase one unit of another 

country’s currency. Imoughele and Ismaila (2015) opined that exchange rate in whatever 

conceptualization is not only an important relative price which connects domestic and international 

markets for goods and assets, but also signals the competitiveness of a country’s exchange power 

vis-à-vis the rest of the world in pure market. It is of essence to note that exchange rate, whether 

fixed or floating, affects macroeconomic performance such as import, export, national price level, 

and interest rate as well as the economic units such as individuals’ purchasing power, firms’ 

performance, and the likes. Changes that occur in the above listed macroeconomic fundamentals 

in developing economies are perceived to be as a result of exchange rate volatility. This is revealed 

in the empirical analysis by Chong and Tan (2008).  

Appreciating exchange rate is one of the major factors that impede the growth of non-oil export in 

Nigeria, and it is worthy of note that before a country can embark on export of any commodity, it 

must have produced enough for her domestic consumption. Hence, the desire to promote non-oil 

export was necessitated not just by its huge potential for foreign exchange earnings, but also for 

its employment generation, poverty reduction capability, and the extensive backward linkages it 

offers as well as the desire to diversify the country’s production base. Hitherto, the need to 

strengthen non-oil export so as to have a stronger capital base is of necessity. Over time, crude oil 

has been the major export in Nigeria and a huge source of generating a large quantum of income 

which serves as our foreign exchange earnings, this has brought about the abandonment of other 

sectors in the economy as well as the revenue they can generate (Adesoji and Sotubo, 2013). 

Following the global trend in policy shift to achieve clean energy and reduce pollution and global 

warming, there is the fear that the automation policy that petrol empowered cars will not be 

accommodated in most advanced countries in the nearest future. This development potent some 

exchange rate problems for Nigeria. This is because it is perceived that oil exportation is the major 

foreign exchange earner for Nigeria. If this policy is implemented, global demand for oil will drop 
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and that will weaken the naira value in the international financial market thereby creating foreign 

exchange problem for the Nigerian economy. The question then is, can Nigeria control exchange 

rate fluctuation through economic diversification and non-oil export promotion? What will be the 

possible effect of exchange rate fluctuation and non-oil export on the economic performance of 

the country? 

 

Recalling that Nigeria is blessed with diverse natural resources that are non-oil in nature, the non-

oil sector has been in the fore for foreign exchange earnings in the 50s and 60s. Lack of economic 

diversification has caused Nigeria to rely heavily on crude oil as the major export commodity and 

source of foreign exchange earnings at present (Osuntogun, Erdordu, and Oramah, 1997; Adesoji 

and Sotubo, 2013). Oil boom was experienced in Nigeria in the 70s. Oil booms are usually 

associated with “Dutch disease” which can make them hinder or a curse for economic growth. Oil 

exporting countries tend to rely solely on the large and continuous capital inflows which emanate 

from oil export. The production and export of non-oil tradable most times become less profitable 

due to over dependency on the oil revenue. This has increasingly led to the poor performance of 

production and exportation of agricultural, manufacturing and other non-oil export activities in 

Nigeria (Oyejide, 2017). Dutch disease is the changes in a nation’s productive structure which 

reflects dynamic sudden changes in natural resources discovery, innovation or a rise in the foreign 

value of locally produced goods or services that lead to the neglect of other productive sectors of 

the economy. This results in over reliance on oil revenue in Nigeria which has effects on the other 

productive sectors like the agricultural raw material sector, manufacturing, food, iron ore/metal 

and merchandize sectors and saw Nigeria go into recession. Due to the adverse effect of the “Dutch 

disease” associated with oil boom and the fall in foreign reserves occasioned by oil price decrease, 

there is the need for a shift from oil to non-oil export promotion in Nigeria. 

Given government’s effort in promoting non-oil export activities as stated by Abou-Strait(2005), 

Adesoji and Sotubo (2013), Osuntogun (1997), Imoughele and Ismaila,(2012) and  Ilegbinosa,et 

al.(2012), it is expected that non-oil exports in Nigeria should improve the balance of payment, 

increase the foreign exchange position of the Naira against other currencies and increase or 

improve the foreign exchange earnings of the economy, strengthen the Naira value in the 

international market and finally trigger growth in the output level of goods and services in the 

economy. Instead, the productivity level in the domestic economy is fast dwindling towards the 

varnishing point while the exchange rate is very unstable with oscillation. It is therefore imperative 

to ask whether or not this government’s effort over time is yielding the expected results or 

nominated objectives by controlling exchange rate and improving productivity in Nigeria? One is 

tempted to ask the following questions: Is non-oil export growth important in explaining exchange 

rate improvement/movement or stability? What is the nature of impact of both changes in non-oil 

export and exchange rate volatility on the output growth of the economy? Could it be said with 

certainty that non-oil export growth influences exchange rate movement or vice versa? Providing 

answers to these questions constitute our major research burden worthy of investigation. 

Previous studies have demonstrated that rise in non-oil exports could influence exchange rate in 

the economy, while others posit that a favourable exchange rate could promote export growth. For 

instance, Ilegbinosa, Uzomba, and Somian (2012) in their study opined that exchange rate is 

positively related to non-oil export and further suggest that investments should be increased in the 

area of non-oil export in order to earn higher foreign exchange. Usman (2008) in another study 



Journal of Finance and Economic Research, Vol. 4, No. 1, 2019. www.absudbfjournals.com.  

 

ISSN: 2251-015X 20 
 

posited that insignificant non-oil export and exchange rate would slow down the economic growth 

in a country, since non-oil export has some significant contributions on Nigeria’s economic 

performance and thereby increase foreign exchange earnings. Five non-oil export variables-

agricultural raw material export, iron ore/ metal export, food export, manufactured goods export, 

merchandized export and official exchange rate as well as gross domestic product growth rate are 

cardinal for our purpose. 

This study attempts to investigate the movement/changes in both non-oil export and exchange rate, 

and whether changes in non-oil export transmits to exchange rate and vice versa, as well as the 

impact of changes in non-oil export and exchange rate on gross domestic product growth rate in 

the Nigerian economy. Specifically, we examine the nature of relationship between changes in 

agricultural raw material export, iron ore/ metal export, food export, manufactured goods export, 

merchandized export and official exchange rate movement in Nigeria. We also determine the 

influence of changes in non-oil export and exchange rate on gross domestic product growth rate in 

Nigeria. 

The findings of this study will be useful to rating agencies in their effort to fashion out dynamic 

and reliable policy strategy for rating investment activities. The outcome of this work will be of 

immense importance to researchers as it will help them resolve the controversy as to whether the 

interaction between non-oil export and exchange rate have any impact on Nigerian economy or 

not. It will help the policy makers to formulate and execute policies as to whether the non-oil 

export and exchange rate linkages are viable to the rest of the economy as safety nets to 

reinvigorate earnings in Nigeria. It will also be useful in understanding the interplay between non-

oil export, exchange rate activities and economic growth.  

The remaining parts this paper are segmented into four sections. The next segment houses the 

conceptual issues, theoretical underpinning and empirical literature review. The third segment 

discusses the method of the study while the forth segment presents the estimation results and empirical 

analyses. The last segment gives the concluding Remarks of this paper. 

 

1.0 Literature Review 
 

2.1 Conceptual Issues 

 

2.1.1. Non-Oil Export in Nigeria 

Historical facts have established that before the discovery of crude oil in the mid- sixties, non-oil 

export was the main stay of Nigeria, basically dominated by agriculture which played a significant 

role in the economy. Nigeria has been an exporter of agricultural products between 1960 and 1970. 

Agricultural goods exported include palm oil, palm kernel, cocoa, cotton, groundnut, coal, timber, 

beans, gum Arabic, and the likes. These and some others were the major contributors to Nigeria’s 

Gross Domestic Product (GDP) and also the primary source of earning foreign exchange. 

However, it is important to mention that cocoa exports had pre-eminence as Nigeria’s most 

exportable non-oil agricultural commodity (Central Bank of Nigeria and Nigerian Export Import 

Bank, 1999 Pp. 50-54). Adejugbe (1997) opined that the export sector serves as an outlet for 

commodities domestically manufactured in Nigeria to be traded in order to earn foreign exchange. 

This will in turn boost economic performance. He added that other non-oil export aside agriculture 

includes industry, solid minerals and the Services sub-sector. The service sectors include transport, 
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communication, distributive trade, financial services and insurance activities. Each constituent is 

profiled below: 

 

a.) Agricultural Export 

Agricultural export also known as farm produce export is normally referred to as traditional 

commodity which mostly constituted Nigeria’s non-oil export commodity. Agricultural produce 

export played a dominant role in attracting foreign exchange in the 1960s and 1970s even the 

year’s preceding independence. Agricultural produce accounted for 69.4 percent of total export 

earnings, out of the total 97.3 percent for which all non-oil accounted for (Usman, 2009).  Nigerian 

economy became mono-cultural, having been transformed from one dependent on fairly 

diversified portfolio agricultural exports and its consequence of several causative factors. This 

include the russet virus epidemic and pest of 1975, little or no application of fertilizers to soils 

farmed continuously, dependence on wild and low yielding plant species and outdated technology, 

shortage and high cost of farm labour (relative rural/urban wages) and civil disturbances that 

dislocate farmers and the population (Usman, 2009). The factors caused the share of agricultural 

export produce to fall from 63percent in the 1960s to 28.92 percent and 20.15 percent in 1974 and 

1979 respectively. It not only declined in relative terms in 1973/74 and 1981, but in absolute terms, 

its earnings from exports also fell. However, Usman (2008) researched that the fortunes of 

agricultural goods improved stemming from the policies of the structural adjustment programme 

(SAP). The trend in years from 1986 to 1996 showed favourable growth for agricultural products. 

The year succeeding the Structural Adjustment Program era, which is termed post Structural 

Adjustment Program era was characterized by increased openness of the economy and further 

depreciation of the naira. It is interesting to know that agricultural products had increased. 

 

b.) Manufacturing Export 
This comprises mainly agro-allied products which include cocoa butter, cocoa powder, cocoa cake, 

cocoa paste, groundnut cake and wood products including furniture and fixtures. The main 

manufactured products are textiles, chemical products, beer and beverages, urea-ammonia, 

insecticides, soap and detergents, plastics and non-metallic mineral products to mention but a 

few(Adewuyi, 2005). However, the manufactured exports were about 1.0percent and 13.0 percent 

respectively in the same period. The degree of the openness of the economy increased with the 

adoption of structural adjustment programme (SAP) while the value of Naira depreciated. 

 

c.)  Solid Mineral Export 

Solid mineral export in Nigeria includes cassiterite, coal, columbite, charcoal, asbestos, processed 

iron ore, marbles, and the likes. Export of solid minerals to the international market since 

independence has been minimal in terms of volume and shares of the export earnings. The solid 

mineral export prior independence was to satisfy the demand from the imperial base of the British 

imperialism (Usman, 2008). Solid mineral export constituted 0.8 percent of total non-oil exports 

and about 1.0 percent of total exports in1985 to 1996 in which in value terms, the export of solid 

minerals during the period was not substantial. (Central Bank of Nigeria Lecture Series, 1999). 

 

d.) Service Export 

Usman (2008) in his study pointed out that exporting is not limited to the delivery of physical 

goods to another country, but also includes the export of services such as education, consultancies, 

nursing, tourism and the likes. This is an export area in which there has been no significant activity 
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or event occurring, but remains a good means of generating foreign exchange for the country and 

also in facilitating economic growth which is largely untapped. The export services cover areas 

such as insurance transportation, communication, tourism, construction, financial professionalism 

and technical activities. Nigeria as a developing country has made progress in recent time in the 

area of tourism where we have places like Obudu cattle ranch, Tinapa resort both in cross river 

state of Nigeria and other areas of tourist attractions (Victoria, 2007). Service export has 

contributed 30percent to Gross Domestic Product (GDP) in Nigeria between 1973 and 1981 

(Central Bank of Nigeria Lecture Series, 1999). Nigeria’s low level of participation in the 

provision of international services has made its contribution to balance of payment ineffective. 

 

e.) Merchandise Export 

Merchandising refers to the variety of products available for sale and the display of those products 

in such a way that stimulates interest and entices customers to make a purchase. Merchandise 

export could also be referred to as export of goods, not services. These goods are tangible goods, 

commercial goods or trade in goods or capital transfers and foreign investments. Nevertheless, 

merchandise exports are also goods leaving the statistical territory of a country. (Wikipedia, 2017).    

 

2.1.2 Role of Non-Oil Exports in the Growth Process 

Export is a catalyst necessary for the overall growth of an economy. The overall primary objective 

of export policies in any economy is to increase the level of economic activities (Abou-Strait, 

2005). Export is a source of foreign exchange earnings since trade transactions among countries 

are settled in foreign exchange. Also, a well-developed export sector will provide employment 

opportunities for the people with the attendant reduction in social costs of unemployment (Abogan, 

Akinola and Baruwa, 2014). Export performance is seen as catalyst for overall economic growth 

and increases the earnings of the country thereby creating an avenue for growth and raising the 

overall national income of the country. Export serves as a standard and driver to attaining full 

employment as a macroeconomic objective because higher demand for export will require more 

production which stands as a means of creating more employment opportunities in the country. 

Oil and non-oil products can be classified as export commodities in Nigeria. Earnings from export 

will reduce the strains on the balance of payment position and also improve it. A rewarding export 

drive can turn an underdeveloped economy into a prosperous economy. Export help in increasing 

the level of aggregate economic activities through its multipliers effects on the level of national 

income (Usman and Salami, 2008). Income earned through exporting will help in increasing the 

level of demand within the economy.    

The literature is replete with journals and articles on the growth of exports and exchange rate 

relationship in the growth of an economy. Studies carried out by Abou-Strait (2005) and Opara 

(2010) have reached a conclusion that export is important in the growth process of a country and 

the general performance of its foreign exchange earning which suggest that export-led hypothesis 

holds in these countries. Usman and Salami (2008) stated that it has been largely held by a good 

number of development economists that exports generally is an “engine growth” of the economy 

in the sense that it enhances the growth of an economy. 

 

2.1.3 Government Efforts in Promoting Non-Oil Exports in Nigeria 

After independence, Nigeria like most developing countries adopted the import substitution also 

known as inward orientation strategy towards the economic growth of Nigeria. The Nigerian 

government promulgated trade policies that curtail the importation of certain commodities by 
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substituting them for local manufactured ones. It worked on a system of tariff regime, that is; 

qualitative and quantitative restrictions on import and export licensing, foreign exchange budget, 

and sectoral credit allocation. (Abefe,1995; Usman, 2008). This policy was scrapped in 1986 and 

was replaced by export promotion strategy. In this course, institutional arrangements were 

established, incentives and concessions were provided and policies implemented (Usman, 2008). 
 

Given government’s effort in promoting non-oil export activities as stated by Abou-Strait(2005), 

Adesoji and Sotubo (2013), Osuntogun (1997), Imoughele and Ismaila,(2012) and  Ilegbinosa, et 

al.(2012) which include: the incentives to encourage the production of quality goods and services 

in Nigeria, action plan for accelerated implementation of the Nigerian national export strategy 

document, the training and retraining of producers and exporters to meet the standards of target 

markets, concerted effort for building capacity of the Small and Medium Enterprises to imbibe 

export culture, provision of common facilities for clusters of the Small and Medium Enterprises in 

terms of infrastructures, equipment for processing, packaging and transportation with conditioning 

facilities, provision of infrastructures such as good road networks, power, rail system, conditioning 

facilities at strategic places which has cut down the production cost thus making the made in 

Nigeria products competitive in International markets, establishment of Nigeria export-import 

banks building capacities which involves holding seminars and practical demonstrations on the 

field, sensitization of people in the non-oil export value chain, provision of intervention funds, 

entrepreneurial borrowing opportunities put in place for farmers, small and medium scale 

businesses across the country, and the likes. 

2.1.4 Export Performance in Nigeria 
 

Before the oil boom of 1970s, Nigeria’s economy was mainly an agrarian economy, and the 

majority of its foreign exchange comes from the sales of cash crops, such as groundnut, coffee, 

cocoa, palm produce and the likes. Due to the oil boom of 1970s, crude oil took over from 

agriculture as the major foreign exchange earner to the country and it constitute about 93percent 

of the total exports between 1970 to 1985, and later rose to 96.8 percent by 1985 to 1996 and later 

to 99 percent in 2000 (Kareem, 2008). The share of non-oil export declined from 7percent in the 

period 1970 to 1985 to about 4 percent between 1986 and 1988. In a similar view, agriculture was 

the major component of exports and contributed immensely to Nigerian export earnings. (Ajinaja, 

Popoola and Ogunlade, 2017). The advent of crude oil production, the oil boom of 1970s brought 

with it attendant fundamental changes in the Nigerian economy such that attention was diverted 

only to the oil sector, while the agricultural sector was neglected (Owuru and Fabiyi, 2016). In 

recent time, there has been decline in the level of contribution of exports to economic growth 

measured by Gross Domestic Product (Owuru and Fabiyi, 2016). 

 

The decline recorded in the non-oil exports was due to the problems being encountered by the 

agricultural sector which was worsened by inappropriate pricing policies, and a dearth of farm 

labour caused by rural-urban migration, as well as inadequacy of infrastructures in the rural areas.  

Government has made appreciable efforts to resuscitate the non-oil export sector of the economy 

during the structural adjustment programme (SAP) era, but despite all the measures that were been 

put in place, the performance of  non-oil export sector has remained discouraging, as crude oil still 

remains the major Nigeria’s export (Kareem, 2008).  However, exportation of goods and services 

is required by any economy to enhance its revenue and usher in economic growth and development 
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(Ajinaja, et al., 2017). It is therefore crucial for the economic progress of a country to be stable 

and this prompted the idea of export-led growth (Owuru and Fabiyi, 2016).  

 

2.1.5 Structures of Non-Oil Exports in Nigeria 
 

a.) Pre SAP (Structural Adjustment Programme) Era 

It was observed that the largest contribution of the non-oil export was from agricultural products 

constituting 92.8 percent in 1998 and lowest in 1981 with 19.6 percent (Abogan, et al., 2014).  The 

contribution of agriculture to total export was not encouraging as none of the years under review 

made up to 10 percent. Before Structural Adjustment Programme was introduced within the year 

1981 and 1985, it was observed that there was a negative growth rate in agricultural export. Poor 

policy implementation measured by the various government agencies, high propensity to weather 

changes, and inappropriate government macroeconomic policy measures were responsible for this 

(Abogan, et al., 2014). 

 

b.) Structural Adjustment Programme (SAP) Era 1986 

Structural adjustment programme was introduced in order to find other methods of sourcing 

foreign exchange in addition to measures adopted to conserve what was already earned. This 

situation arose as a result of mounting obligations on the country to settle trade arrears and for 

debts servicing as well as to meet current trade bills. Structural Adjustment Programmes involve 

the formulation and adoption of a comprehensive export incentives legislation known as the export 

incentives and miscellaneous provision decree No. 18 of 1986 (Abogan, et al.,2008). 

 

c.) Post SAP (Structural Adjustment Programme) era 
The recent policy measures have produced the most visible impact so far in the agricultural sector. 

During the post sap era, the growth rate of agricultural exports grew from negative figure to a 

positive one which was quiet encouraging. Apart from the year 1992 which was -10.8 percent, all 

other years accounted for were positive (Abogan, et al., 2008). Generally, non-oil exports share, 

most especially agriculture grew with an average figure of 74.6 percent, while the highest 

contribution was made in 1988 with 92.8 percent. To have contributed to these changes was the 

upsurge increase in the sharp increase in local currency prices of export products following the 

large depreciation in naira exchange rate and the removal of marketing and price control after the 

abolition of the commodity boards. Another source of increase was the new package incentives 

given to the non-oil exporters (Abogan, et al.,2008). 

 

 

 

2.1.6 Nexus between Non-Oil Export and Exchange Rate  
 

The value of a country’s currency is determined by its general economic performance, the rate at 

which a unit of naira is exchanged for a unit of foreign currency illustrates the exchange rate.  

However, the essence of engaging in export activities is to promote domestic production within an 

economy and to earn higher foreign exchange. The more domestic product an economy is capable 

of producing and exporting, the higher its foreign exchange earnings. Engaging in export activities 

guarantees an economy a better exchange rate positioning (Adesoji and Sotubo, 2013). When 

export is on the increase, local currency is strengthened, that is, a unit of naira is exchanged to earn 

more units of foreign currency which also implies the presence of more foreign exchange earnings 

in the international market. When export is on the increase, the domestic productive capacity of 
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the economy is efficiently utilized and the domestic economy is expected to be active. This will 

contribute positively to the growth in the output level of goods and services, stimulates the 

economy, increase export activities through high production output and strengthening local 

currency by earning higher exchange rate position (Adesoji and Sotubo, 2013). 

 

2.1 Theoretical Postulations 
 

The theoretical basis of this study is provided by these theories. 

 

2.2.1 The Theories of Export/International Trade 

 

a) Mercantilism Theory 

This theory was developed in the sixteenth century as one of the earliest efforts to develop an 

export and International trade theory. The theory stated that a country’s wealth was determined by 

the amount of its gold and silver holdings. In its simplest sense, mercantilists believed that a 

country should increase its holdings of gold and silver by promoting exports and discouraging 

imports. In order words, if people in other countries buy more from you, that is exports, than they 

sell to you (imports), then they have to pay you the difference in gold and silver (Adesoji and 

Sotubo, 2013).  The objective of each country was to trade a surplus. That is, a situation where the 

value of exports is greater than the value of imports, and to avoid a trade deficit, or a situation 

where the value of imports is greater than the value of exports. A closer look at world history from 

the 1500s to the late 1800s helps explain why mercantilism flourished. The 1500s marked the rise 

of new nation-states, whose rulers wanted to strengthen their nation’s wealth by building larger 

armies and national institutions.  

 

By increasing exports and trade, these rulers were able to amass more gold and wealth for their 

countries. One way that many of these new nations promoted exports was to impose restrictions 

on imports. This strategy is called protectionism and is still in use till today (Hoag and Hoag, 

2006). Nations expanded their wealth by using their colonies around the world in an effort to 

control more trade and amass more riches. The British colonial empire was one of the most 

successful examples; it sought to increase its wealth by using raw materials from places ranging 

from America and India to Africa.  Mercantilism is one of the oldest theories and remains part of 

modern thinking. Import restrictions lead to higher prices for consumers, who pay more for 

foreign-made goods and services. Free- trade advocates highlight of how free trade benefit all 

members of the global community, while mercantilism’s protectionist policies only benefit 

selected countries, at the expense of both consumers and other companies, within and outside of 

the industry. 

 

b.) The Theory of Absolute Advantage 
In 1776, Adam smith questioned the leading mercantile theory of the time in the wealth of Nations 

and also in his research titled “an inquiry into the nature and causes of wealth of nations”. (Strahan 

and Cadell, 1776). Adam Smith offered a new trade theory called absolute advantage, which 

focused on the ability of a country to produce a good more efficiently than another nation. He 

stated that trade and the attendant financial benefits should flow naturally according to market 

forces. The theory opined that a country should export products in which it is more productive than 

other countries; that is, goods for which it can produce more output per unit of input than others 

can, invariably in which it has an absolute advantage over absolute disadvantaged countries 
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importing those goods where it is less productive (Dunn Jr.  and Mutti, 2004; Adesoji and Sotubo, 

2013). Absolute advantage means the ability of a country to produce a large quantity of a good 

with the same amount of resources as another country; this may be due to the nature of its resources 

or to its productive skills (Hoag and Hoag, 2006). What then become of two countries trading with 

an absolute advantage in the production of the two commodities? This question gave rise to 

Ricardo’s theory of comparative advantage. 

 

C.) The Theory of Comparative Advantage 

The theory of comparative advantage as propounded by David Ricardo in 1817 was as a result of 

his dissatisfaction with looseness in Adam Smith’s theory (Carbaugh, 2004). Ricardo’s theory 

states that even if a country has an absolute cost disadvantage in the production of goods and 

services, there still exists a basis for mutually beneficial trade. He advises that the less efficient 

nation should specialize in the production and exportation of the goods in which it is relatively less 

inefficient. In the same vein, the more efficient nation should also specialize in the production and 

exportation of the goods in which it is relatively more efficient. Ricardo however said further that 

it is possible for a nation not to have absolute advantage in anything but it is not possible for one 

nation to have a comparative advantage in everything and the other nation to have a comparative 

advantage in nothing (Carbaugh, 2004; Adesoji and Sotubo, 2013).The difference between these 

two theories is subtle. (Adesoji and Sotubo, 2013). Comparative advantage focuses on the relative 

productivity differences, whereas absolute advantage looks at the absolute productivity.  

 

D.) Heckscher-Ohlin Theory (Factor Proportions Theory) 

The theories of smith and Ricardo didn’t help countries determine which products would give a 

country an advantage. Both theories assumed that free and open markets would lead countries and 

producers to determine which goods they could produce more efficiently. This theory states that 

countries would produce and export goods that requires resources or factors that were in great 

supply and, therefore, cheaper production factors. In contrast, countries would import goods that 

require resources that were in short supply, but higher demand. The theory is based on the 

country’s production factors which include land, labour and capital which provide the funds for 

investment in plants and equipment (Adesoji and Sotubo, 2013).  It is determined that the cost of 

any factor or resources was a factor of supply and demand.  For example, China and India are 

home to cheap, large pools of labour. Hence, these countries have become the optimal locations 

for labour-incentive industries like textiles and garments. 

2.1.2 Theory of Exchange Rate 
 

A.) The Asset Approach 

Modern exchange rate models emphasize financial-asset markets. Rather than the traditional view 

of exchange rate adjusting to equilibrate international trade in goods, the exchange rate is viewed 

as adjusting to equilibrate international trade in financial assets. However, financial assets are 

claims on real economic assets which are goods. Because goods prices adjust slowly in relation to 

financial asset prices and financial assets are traded continuously each business day, the shift in 

emphasis from goods to financial assets has important implications (Osuntogun, et al., 2013). 

Exchange rate will change every day or even every minute as supplies of and demands for financial 

assets of different nations changes. An implication of the asset approach is that exchange rate 

become much more variable than goods prices. This seems to be an empirical fact.   

 

2.2.3 Theory of Economic Growth 
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a.) The Solow Growth Model 

One of the earliest models of economic growth was developed by Solow (1956). Economic growth 

is measured by a steady positive increase in total output produced by a country. At the theoretical 

level, it is approximated by an aggregate production function. Solow's model is set in a neo-

classical framework where it is assumed that all prices have adjusted to clear the markets (i.e., 

supply is equal to demand) and incentives have generated efficient outcomes (Solow,1965).  The 

Solow growth model is consistent with long-term adjustments having fully taken place. In the 

simplest form, three factors determine aggregate output: labour, capital and technology.  Growth 

models concentrate on explaining the behaviour of potential output, which is output achieved with 

a given technology and the full employment of other factors. Naturally, they focus on the effects 

of changes in labour, capital and technology. Changes in labour can be induced by changes in the 

population or in the proportion of the people available for work, namely the participation rate. 

Changes in existing productive capital depend on net investment, that is, gross investment minus 

depreciation of existing capital. As long as net investment is positive, capital growth and 

production growth follows. Finally, technology combines the other inputs, labour and capital, to 

produce output. Hence, in the absence of changes in one of the two inputs, growth is assumed to 

come from change in technology.  

The Solow growth model has been used extensively as a basis for empirical investigations on the 

sources of growth. Growth depends on capital accumulation thereby increasing the stocks of 

capital   goods to expand productive capacity. A combination of capital deepening and 

technological improvements explains major trends in economic performance; this will help in 

boosting export market activities. (Solow, 1965). 

2.3 Empirical Review  

Ajinaja, Popoola and Ogunlade (2017) empirically examined the impact of exchange rate 

fluctuation on export performance in Nigeria. The variables under study include gross domestic 

product (GDP), exchange rate fluctuation (Exct) and foreign direct investment (FDI) on export 

performance (Xt) in Nigeria. Secondary data were obtained from the central bank of Nigeria 

statistical bulletin ranging from the year 1982 through 2015. In analyzing the data, ordinary least 

square (OLS) regression method was employed. The result revealed that gross domestic product, 

exchange rate fluctuation and foreign direct investment have positive relationship with export 

performance in Nigeria. The recommendation was based on the fact that government should 

encourage the export promotion strategies in order to maintain a surplus balance of trade. 

 

Nwodo and Asogwa (2017) evaluated global integration, non-oil export and economic growth in 

Nigeria. The study was conducted using quarterly data from 1986 to 2014. The data was sourced 

from the central bank of Nigeria statistical bulletin. The study applied the auto regressive 

distributed lag model (ARDL), Phillip-Peron unit root test and Bound test analysis as analytical 

techniques. The dependent and independent variables include real gross domestic product, 

government final consumption expenditure, credit to private sector, size of the labour force, human 

labour, financial openness, trade openness ratio, foreign direct investment, export trade level, 

manufacturing and agricultural export. The result showed a positive impact of non-oil export on 

economic growth in Nigeria both in the short run and long run, there was also a negative effect of 

trade and financial openness on economic growth, also a positive effect of the interaction of trade 

openness and non-oil export on economic growth. The study therefore recommend that 

government should concentrate more on policies that will boost financial openness than on policies 
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that will boost trade openness which include the creation of an enabling environment for foreign 

direct investment, and making the stock exchange market more transparent for portfolio 

investment among others. 

 

 Akpan, Nwosu and Eweke (2017) empirically investigated the causality between non-oil export, 

financial sector development and economic growth in Nigeria. Annual data from 1985 to 

2015sourced from central bank of Nigeria statistical bulletin and statement of financial account 

was used. The variables under study include credit to private sector, total bank deposit, prime 

lending rate, market capitalization and total money market instruments. Augmented Dickey Fuller 

(ADF) test, Phillip-Perron (PP) test, granger causality test and Johansen cointegration test were 

employed as the estimation technique. The Johansen cointegration test result showed that a long 

run relationship between non-oil export, financial sector development and economic growth exists. 

These findings therefore imply that a bi-directional relationship exists between financial sector 

development and economic growth, indicating that a growth in the financial sector will cause same 

growth in the Nigerian economy and vice versa. Capital market operations and investors protection 

policies should be enhanced in order to strengthen and improve public confidence in the capital 

market, such as reduction charges for the purchase and sale of securities and reduction of listing 

requirements for new companies on the exchange. 

 

Obinwata, Owuru and Fabiyi (2016) investigated the exchange rate trends and export performance 

in Nigeria between the year 1970 and 2015 using a descriptive approach. The proxies understudied 

include total export, gross domestic product and percentage share of total export in gross domestic 

product. The data used in carrying out the analysis was sourced from central bank of Nigeria 

statistical bulletin, and the estimation technique used was descriptive analysis. Findings from the 

descriptive analysis shows that exchange rate volatility negatively affects export performance in 

Nigeria, in particular, the volume of export demand. It was recommended that there should be a 

deliberate exchange rate policy action that will spring up good implications on the economic 

growth of Nigeria. 

 

Riti and Gubak (2016) empirically examined the growth of non-oil sector; a key to diversification 

and economic performance in Nigeria. The dependent and independent variables include 

agricultural component, manufacturing component and telecommunication component of non-oil 

sector. The analytical tool in the course of carrying out the study include auto-regressive 

distributed lag model, vector error correction model and granger causality model which were used 

in estimating short and long run direction of causation of the variables. The data are collected from 

the central bank of Nigeria statistical bulletin, Nigerian bureau of statistics, and world indicators 

CD Rom. Granger causality result revealed confirmed that agricultural component, manufacturing 

component, and telecommunication component are statistically significant and granger caused 

economic growth. The overall result also suggests a positive and significant relationship. It is 

therefore recommended that government should establish more effective and realistic 

macroeconomic policies, momentum improvements in the structure and systems of governance for 

stabilizing economic growth along with the diversification of the economy and economic reforms 

towards the growth of non-oil sector.       

 

Imoughele and Ismaila (2015) examined the impact of exchange rate on non-oil export in Nigeria. 

Time series data obtained from central bank of Nigeria statistical bulletin for a period of 27 years 
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which ranges from 1986 to 2013, central bank of Nigeria annual report and statements of accounts 

of various issues was used. The variables employed include money supply, credit to private sector, 

exchange rate and economic performance proxied by real gross domestic product. The research 

work adopted augmented dickey fuller (ADF) test was used for the unit root test and Johansen’s 

cointegration test was also adopted to establish short run and long run relationships between non-

oil exports and exchange rate. Ordinary least square (OLS) statistical tool was used to assess the 

determinants of exchange rate and non-oil exports in Nigeria. The result revealed that effective 

exchange rate, and money supply including credit to private sector has a significant impact on the 

growth of non-oil export sector in Nigeria. Monetary authority should ensure exchange rate 

stability in order to stem inflationary tendencies in Nigeria. 

 

Okwuchukwu (2015) studied the long run and short run effect of real exchange rate volatility and 

the level of economic growth on the international trade in Nigeria using granger causality test and 

vector error correction model on time series annual data sourced from central bank of Nigeria 

statistical bulletin which ranges from 1971 to 2012, and granger causality was also adopted as 

statistical technique in carrying out the analysis. The variables used include real gross domestic 

product, total imports, total exports, real foreign income, terms of trade and real exchange rates. 

Exports and imports were chiefly influenced by exchange rate volatility, foreign income, gross 

domestic product and terms of trade in Nigeria both in the long run and short run. The result from 

pair wise granger causality test revealed that there is a unidirectional causality running from export 

to exchange rate volatility and from exchange rate volatility to import. The result collated also 

revealed that there is indication of poor performance of the export sector and the over dependence 

of the economy on imported goods. The study’s recommendations were based on supportive fiscal 

and monetary policies that will provide a set of incentives aimed at removing anti-export bias 

barriers so as to promote exports, particularly non-oil exports and discourage import of consumer 

goods to stabilize the foreign exchange rate. 

 

 Osigwe (2015) evaluated the effect of exchange rate fluctuations on non-oil export prices and 

economic performance in Nigeria. The data was sourced from the central bank of Nigeria statistical 

bulletin and the years covered under study ranges from 1980 to 2013. The measures include gross 

domestic product, real exchange rate, and foreign direct investment. Ordinary least square method 

of regression analysis was employed.  The study found out that real exchange rate has a positive 

effect (1.2 percent) on Nigeria’s economic performance. Also found out was the 1percent increase 

in the price of non-oil which would positively influence the economic performance of Nigeria by 

the magnitude of 4percent. Government on their part should further increase the export promotion 

of non-oil export products. 

 

Kazim and Ibrahim (2015) carried out a study on assessing the impact of exchange rate volatility 

on the Nigerian non-oil export performance. The fluctuations, frequencies and instability of the 

exchange rate movements since the beginning of the floating exchange rate regime have raised a 

concern about the impact of such movements on foreign exchange trade flows. Terms of trade 

openness, real exchange rate, exchange rate volatility and foreign income, measures were used. 

Secondary data were collected from the central bank of Nigeria statistical bulletin of various years 

and world data indicator. The paper utilized auto-regressive distributed lag (ARDL) econometric 

approach to examine the exchange rate volatility on non-oil export covering the period 1980 to 

2013. There was an evidence of long run relationship between the Nigerian non-oil export and 
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exchange volatility as evidently reported in the long run estimate of the study which theoretically 

suggest that Nigeria as an exporter of non-oil products is highly risk averse . Government is 

therefore advised to create more awareness on the importance of non-oil export. Concerned 

authorities like central bank of Nigeria should not perceive exchange rate volatility as detriment 

to export trade progress, but rather as catalyst of export trade. Trade relationship between the 

country and the rest of the world should be maintained and sustained effectively and efficiently. 

Also trade liberalization policy of the country should be carefully pursued in way that the country’s 

level of trade openness should favour non-oil performance, while diversification of the country’s 

economy from that of oil dependence is necessary to check mate the adverse effect of the country’s 

trade balance on non-oil export performance.   

 

Abogan, Akinola and Baruwa (2014) investigated the impact of non-oil export and exchange rate 

on economic growth in Nigeria. The variables under study include gross domestic product, non-

oil export, exchange rate and inflation rate. The year under study ranges from 1980 to 2010. The 

data used in carrying out the analysis are sourced from central bank of Nigeria statistical bulletin 

and federal bureau of statistics. The analytical tools used include ordinary least square method 

involving error correction mechanism; over-parameterization and parsimonious methods were also 

adopted. Time series economic procedures were used in order to examine the impacts of non-oil 

exports on economic growth. Their study suggested that the impact of non-oil export and exchange 

rate on economic growth was moderate and a unit increase in non-oil export impacted positively 

by 26percent on the productive capacity of goods and services in Nigeria during the period. It was 

recommended that immediate remedial measures are to be taken in order to strengthen the sector 

and also to avoid the imminent collapse of the Nigerian non-oil sector in the nearest future. The 

study also advises that the Nigerian government should diversify the economy from crude oil 

sector to non-oil sector in order to ensure maximum contributions from all faces of the sector to 

economic growth of Nigeria. 

 

Oladapo and Oloyede (2014) examined foreign exchange management and the Nigerian economic 

growth from 1970 to 2012. The data under study were majorly sourced from the central bank of 

Nigeria statistical bulletin (2011) edition. The dependent and independent variables include 

exchange rate, volume of export, inflation rate, volume of import and foreign direct investment. 

The techniques employed were ordinary least square (OLS) estimation technique within the error 

correction model (ECM); the Johansen-Juselius cointegration test, and Augmented Dickey Fuller 

unit root test. The result showed that export and foreign direct investment are statistically 

significant in determining economic growth. Exchange rate import and inflation are found to be 

statistically non-significant. It is therefore recommended that consumption of made in Nigeria 

goods should be encouraged in order to increase foreign exchange earnings. 

 

Christopher, Omoniyi, and Olufunke (2014) studied the effect of non-oil export on the growth of 

the Nigerian economy.  The measures adopted include per capital income, non-oil export volume, 

trade openness, exchange rate, and capital formation and inflation rate. The years under study 

covers 1980 to 2012, the data was sourced from the Central Bank of Nigeria publications such as 

annual reports and statement of accounts, economic review, and Nigerian bureau of statistics. The 

study applied ordinary least square (OLS) estimation technique. The result showed that non-oil 

exports exhibit a significant positive relationship with per capita income, which indicates that if 

non-oil export volume increases, it will lead to a significant improvement in the Nigerian economic 
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growth which will in turn enhance economic growth. The study therefore recommended a review 

of trade policies in Nigeria if the positive effect of non-oil export on Nigerian economic growth is 

to be felt. 

 

Adeniran, Yusuf and Adeyemi(2014) empirically investigated the impact of exchange rate 

fluctuation on Nigerian economic growth. Macroeconomic indicators used include gross domestic 

product growth rate, exchange rate, interest rate and inflation rate. Time covered was 1986 to 2013. 

Secondary data used in the course of the analysis was sourced from the central bank of Nigeria 

statistical bulletin of various issues and International financial statistics of international monetary 

fund. Correlation and regression analysis of ordinary least square was used to analyze the data. 

The result revealed that exchange rate has positive but insignificant impact on economic growth. 

The result also indicated that interest rate and rate of inflation has negative and insignificant impact 

on economic growth. It was therefore recommended that government should encourage export 

promotion strategies in order to maintain a surplus balance of trade and also make provisions for 

conducive environment, adequate security, effective fiscal and monetary policies, as well as 

infrastructural facilities in order to attract foreign investors to invest in Nigeria.  

 

Akinlo and Adejumo (2014) empirically investigated exchange rate volatility and non-oil exports 

in Nigeria from 1986 to 2008.  The proxies are exchange rate, exchange rate volatility, foreign 

income and real export. Secondary data used in the study was sourced from the central bank of 

Nigeria statistical bulletin and financial report of the world statistics. The analytical tools are 

multivariate cointegration and error correction methodology, stationarity test using Augmented 

Dickey Fuller test and Phillip-Perron test. The paper confirms the existence of statistically 

significant relationship between real exports and exchange rate volatility. The result shows that 

exchange rate, exchange rate volatility, foreign income and real export have significant and 

positive effects on non-oil export. The result suggests that exchange rate volatility is only effective 

in the long run and not the short run. It was recommended that exchange rate activities should be 

regulated from time to time and the involvement in the production of non-oil export should be 

encouraged by the government. 

Adenuga and Sotubo (2013) carried out a study on the performance of non-oil exports in the 

economic growth of Nigeria. The study evaluated  the performance of Nigeria’s export promotion 

strategies as to whether they have been effective in diversifying the productive base of the Nigerian 

economy from crude oil as the major source of foreign exchange earnings or not. The variables 

used include gross domestic product, non-oil export, and exchange rate. The data was sourced 

from the central Bank of Nigeria statistical bulletin, ministry of agriculture and rural development 

website, ministry of trade and investment, ministry of solid mineral development and Nigeria 

institute for social and economic research. The years covered under study runs from 1981 to 2010. 

The research employed descriptive and inferential statistical tool and ordinary least square 

regression method. The study revealed that non-oil exports have performed below expectations 

giving reasons to doubt the effectiveness of the export promotion strategies that have been adopted 

in the Nigerian economy. In their study, they found out that the Nigerian economy is still far from 

diversifying from crude oil export and as such the single most important sector of the economy 

remains the oil sub-sector. They therefore recommended diversification into the export of non-oil 

products, which will in turn enhance the productivity and output level of the non-oil commodities 

as well as providing markets for the commodity in order to boost the growth of the Nigerian 

economy. 



Journal of Finance and Economic Research, Vol. 4, No. 1, 2019. www.absudbfjournals.com.  

 

ISSN: 2251-015X 32 
 

 

Ogbonna, Uwajumogu, Chijioke and Agu (2013) investigated economic globalization’s impact on 

the growth of non-oil export supply in Nigeria. The period covered was 1970 to 2011 and the study 

employed ordinary least square method (OLS) and vector error correction (VEC) model analytical 

techniques. The variables adopted include index of openness, capital goods import, world income, 

relative prices, exchange rate and oil export. The result showed that a 1% increase in economic 

globalization will grow non-oil export supply by 36% but t-statistic of 1.115 is indicative of an 

insignificant impact both in the long run and short run. Though diversification and increased 

openness are recommended, also improving on the quality, packaging and marketing of Nigeria’s 

non-oil export is imperative in order to reverse the world income growth-Nigerian non-oil export 

(NOX) demand relationship so as to gain greater integration and trade.  

 

Olayiwola and Okodua (2013) examined the contribution of foreign direct investment (FDI) to the 

performance of non-oil exports in Nigeria within the framework of the export-led growth (ELG) 

hypothesis. A causality analysis was undertaken in order to verify the relevance of the export led 

growth (ELG) hypothesis and the dynamic interaction between foreign direct investment, non-oil 

exports and the growth of the economy using the concept of variance decomposition and impulse 

response analysis. The measures employed include non-oil export, foreign direct investment and 

gross domestic product. Secondary data sourced from the central bank of Nigeria statistical bulletin 

from 1980 to 2011 was used. The analytical tools used include vector error correction model and 

exogeneity, granger causality within a cointegration framework, impulse response functions, and 

variance decompositions. The analysis result revealed that a unidirectional causality runs from 

foreign direct investment to non-oil exports, and also policy shocks to foreign direct investment. 

Non-oil export and economic growth do not show immediate responses in the desired direction 

which could be attributable to less significant contributions of non-oil exports to total export. Non-

oil exports should be encouraged in order to enhance a meaningful contribution of foreign direct 

investment to economic growth. Policy makers needed to be conscious of the response lag in order 

to ensure appropriateness in the timing policies in encouraging foreign direct investment and non-

oil export. 

Raheem and Busari (2013) in an attempt to test the validity of export-led hypothesis examined the 

relationship between economic growth, exchange rate and non-oil export in Nigeria using Nigerian 

time series data over a period of 1970 through 2010 sourced from central bank of Nigeria statistical 

bulletin and the Nigerian bureau of statistics. The variables include per capital income, fixed 

capital formation as a percentage of gross domestic product, growth of non-oil export, industrial 

production, agricultural production, population growth, capital inflow (import of goods and 

services), ratio of domestic price to world price, index of real world income,  and exchange rate  

respectively. Simultaneous equation model (SEM) and a single equation model were used in 

carrying out the analysis. Simultaneous equation model growth shows that non-oil export and 

agricultural performance are negatively associated with growth; the reverse is the case in other 

equations. Industrial sector performance and population growth also serves as good determinant 

of economic growth. The recommendations made are as follows: diversification of the economy 

away from the oil revenue should be encouraged, policies should be formulated on how to further 

develop and attract more investment into the industrial sector as this sector constitutes the major 

growth, effort to develop the agricultural sector should be encouraged since agriculture account 

for a larger part of the non-oil export, capital should be invested into the agricultural sector, foreign 

investment must be given serious attention through the provision of an enabling environment 
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which is conducive for local and international investors, and the need for increase in government 

participation and patronage.  

 

Onodugo, Ikpe and Anowor (2013) discovered that for decades, Nigerian economy has 

precariously leaned on the fragile led of crude oil. As a result of this discovery a study was carried 

out to empirically investigate the impact of non-oil exports on the growth of the Nigerian economy 

using the Nigerian data from 1981 to 2012. The data was collected from the central bank of Nigeria 

statistical bulletin, and federal ministry of agriculture, statistics department.  Augmented 

production function (APF) was adopted and the analysis also employed the endogenous growth 

model (EGM) and conventional test for mean reversion and co integration. The indicators used are 

gross domestic product, labour force and capital stock, total factor productivity of growth in output 

and trade openness index. A very weak and infinitesimal impact of non-oil export in influencing 

rate of change in level of economic growth was revealed. The findings also reflect a negative and 

insignificant impact of labour force and trade openness which suggests that Nigeria’s industrial 

sector is at the stage of diminishing returns from labour. There was also a positive correlation 

between capital stock and non-oil export. It was therefore recommended that capital base of the 

non-oil sector should be developed in depth and capacity through the implementation of thought-

out initiative of public private partnership of the key sectors of the economy. This will help to 

stimulate growth in the key sectors and sub-sectors like power, mines and agriculture as well as 

the transport sector. 

 

Efobi and Osabuohien (2011) based their study on non-oil export promotion in Nigeria; empirical 

assessment of agricultural credit guarantee scheme fund (ACGSF). Agricultural credit was proxied 

by agricultural credit guarantee fund granted for cash crops( ACGFCC), agricultural credit 

guarantee fund granted for other categories of agricultural production (ACGFO), agricultural 

credit guarantee fund granted for livestock production (ACGFL), agricultural credit guarantee fund 

granted for the production of food crops (ACGFFC), political constraint (POL), and non-oil export 

(NOE). Secondary data was sourced from central bank of Nigeria statistical bulletin. The study 

employed vector auto-regressive (VAR) analytical technique and the years studied ranges from 

1985 through 2009. The study found among others that there exist long-run relationship between 

the agricultural credit guarantee scheme fund (ACGSF) and export, but the magnitude is minimal. 

They recommended adequate infrastructure and storage facilities which will in turn increase the 

shelf-life of agricultural outputs that are needed to improve non-oil exports in Nigeria. 

 

Usman (2008) in his study analyzed export performance and determinants of non-oil export in 

Nigeria. The measures employed include consumer price index, non-oil export earnings, exchange 

rate and gross domestic product. Multi-linear regression technique was used to examine whether 

or not there is a linear relationship between non-oil export and gross domestic product in Nigeria. 

The study observed secondary data from central bank of Nigeria statistical bulletin, economic and 

financial reviews of past years including CBNs annual report (2008) ranging from 1989 to 2008.  

The literature review showed that export promotion has significant effect on economic growth than 

import substitution. The outcome of the analysis revealed that Nigeria’s non-oil export has some 

significant contribution on our economic growth.  As such government has an important role to 

play if sustainable growth is to be achieved by encouraging non-oil export promotion.  
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Omotor (2008) studied the role of exports in the economic growth of Nigeria using the bounds test 

analysis. Unrestricted error correction model was used as the estimation technique in analyzing 

the long run relationship between exports and economic growth in Nigeria over the period of 1979 

to 2005. Augmented Dickey Fuller (unit root test) and Phillip-Perron test were used to check the 

order of integration of the variable. Secondary data used for the study was obtained from African 

Development Bank selected statistics, 2002 and 2006 issues.  The indicators used in the course of 

the study include exports, labour force series, import, exchange rate and economic liberalization 

policies. Import and exchange rate have a negative impact on economic growth, while export, 

labour force series, and economic liberalization policies stimulates economic growth. He found 

out that economic growth, exports, imports, labour force and exchange rate are cointegrated. Also 

economic growth uni-directionally granger cause exports during the period of the study. Short run 

causality runs from economic growth to export growth. It is recommended that economic 

stabilization policies that will enhance export promotion and productivity should be implemented 

and sustained.  Encouragement by the government in the production of non-oil and traditional 

goods for export purposes should be canvassed. Quality human capital formation and development 

policies should be encouraged. There should be establishment and development of adequate 

infrastructure particularly power generation and distribution to promote agricultural export. 

 

2.4 The Gap 
From the foregoing, most studies carried out over the years concentrated on either non-oil export 

and economic growth or exchange rate and economic growth, with little or no attempt at capturing 

non-oil export, exchange rate and economic performance in Nigeria in one study. This study is a 

more robust attempt at investigating the connectivity between components of non-oil export, 

exchange rate and economic performance. Also, the analytical tools/models used by most of the 

understudied researchers are basically ordinary least square and granger causality tests. This study 

attempts to introduce new models/tools which include GARCH and bivariate GARCH in carrying 

out the study so as to capture the transmission mechanism among the correlates. This work also 

seeks to eliminate aggregation problem by utilizing the components of non-oil export for the 

analysis.  

 

3.0 Method of the Study           

 

The paper employed ex post -facto research design.  This is in tandem with earlier work done in 

this area of study (Imoughele and Ismaila, 2015). Ex post- facto research design examines the 

cause and effect through selection and observation of existing variables without any manipulation 

of existing conditions (Akinade and Owolabi, 2009). The study utilized descriptive and inferential 

statistics to establish the interaction between official exchange rate, non-oil export variables and 

economic performance in Nigeria. The research work covers thirty-six years which spans from 

1980 to 2016.The study sampled five types of non-oil exports activities (agricultural raw material 

export, food export, manufactured goods export, iron ore/metal export, and merchandised export), 

official exchange rate and the growth rate of gross domestic product and their connectivity with 

one another in Nigeria from 1980-2016.The data used for this study are time series data collected 

over successive point in time and reported in the statistical bulletin of the Central Bank of Nigeria, 

various issues, National Bureau of statistics and world development indicators. As such, our data 

used for analysis was extracted from secondary source. These data were converted from absolute 

values to percentage and rate of change.  
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Operationally, non-oil exports are all domestic products that are not oil related or services which 

are produced in one country but to be used in another country expressed in monetary terms (billions 

of Naira). These are important for a country’s gross domestic product and it is one of the 

determinants of exchange rate in the economy. The values for all these non-oil exports are 

published in Central Bank of Nigeria statistical Bulletin, various issues. Agricultural raw 

material export also known as farm produce export is normally referred to as traditional 

commodity which Include cocoa, millet, yam, cassava and the likes. This is operationalized as the 

monetary value of farm produce exported expressed in billions of naira. Iron ore/metal export is 

regarded as solid mineral export which include rocks and minerals from which metallic iron can 

be economically extracted. The total sum of these export measured in monetary terms and reported 

in billions of naira is what we refer to as iron/metal export in this study. Food export includes 

monetary value of all kinds of fruits and vegetables like pineapples, peanuts, tomatoes and the 

likes exported and measured in billions of Naira. Manufactured goods export is conceptualized 

as the monetary value of mainly agro-allied products which could be further processed into 

finished goods. Merchandized export could also be referred to as export of goods, not services. 

These goods are tangible goods, commercial goods or trade in goods or capital transfers and 

foreign investments. Nevertheless, merchandise exports are also goods leaving the territory of a 

country expressed in naira. Official exchange rate measures the average strength of the Naira in 

the official market and is the exchange rate of local currency to US dollar as stipulated in Central 

Bank of Nigeria statistical Bulletin. The expectation is that exchange rate depreciation will have 

positive influence on exportation of goods and services. Gross Domestic Product measures the 

monetary value of the amount of goods and services produced in a country within a period of time, 

usually one year. 

 

 

3.1The Model  

To capture the long-run and short-run relationship dynamism between the non-exports variables, 

official exchange rate and gross domestic product growth rate, the study adopted dynamic co-

integration and error correction mechanism model alongside bivariate GARCH model. These 

models are specified below: 

 

Δko EXt = Θo + Ʃi=1
nΘ1(Δ

k1AGEXPt-i) + Ʃi=1
nΘ2(Δ

k2 FOEXPt-i) + Ʃi=1
nΘ3(Δ

k3 MAEXPt-i) + 

Ʃi=1
nΘ4(Δ

k4 MSEXPt-i) + Ʃi=1
nΘ5(Δ

k5 SMEXPt-i) + μt ……………………………………….(3.1) 

 

Δko EXt = Θo + Ʃi=1
nΘ1(Δ

k1AGEXPt-i) + Ʃi=1
nΘ2(Δ

k2 FOEXPt-i) + Ʃi=1
nΘ3(Δ

k3 MAEXPt-i) + 

Ʃi=1
nΘ4(Δ

k4 MSEXPt-i) + Ʃi=1
nΘ5(Δ

k5 SMEXPt-i) +Ʃi=1
n Θ6(ECMt-i) + μt  ………………….(3.2) 

 

Where: EX is the exchange rate, AGEXP represents agricultural exports, FOEXP represents food 

exports, MAEXP represents manufactured good exports, MSEXP represents merchandized 

exports, SMEXP represents iron-ore and metal exports, Δ represents Difference Operator, Θi 

represents Parameters to be estimated, t-i represents Unknown lags to be estimated, ECM 

represents the error correction mechanism and μt represents the error term. This model was 

consistent with the specified in the study of Imoughele, et al. (2015). 
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For the Bivariate GARCH Equation: 
Let’s consider vector autoregressive VAR (1) model in this concise form: 

                                                                           3.3 

Where:  is a vector of dependent variables- GDP growth rate, non-oil export and official market 

exchange rate. Thus, the bivariate-GARCH specification can be expressed as: 

                                                                          3.6 

3.2 Estimation Procedure 

This section presents the basic procedure for the estimation of the specified models and 

achievement of the research objectives. It explains the models for testing and analyzing the data 

collected for the study.  The models employed for this study are Cointegration and Error Correction 

Model (ECM), Bivariate GARCH models. The details are contained in the following discussion. 

 

3.2.1 Correlation Matrix  

Correlation measures the degree of linear association between variables. Values of the correlation 

coefficient are always ranged between +1 and -1. A correlation coefficient of+1 indicates that the 

existence of a perfect positive association between the two variables, while a correlation 

coefficient of -1 indicates perfect negative association. A correlation coefficient of zero, on the 

other hand, indicates the absence of relationship (association) between two variables (Brooks, 

2008). The correlation matrix will help to avoid the problem multicollinearity among the specified 

variables. 
 

 

3.2.2 Unit Root Tests  
The first step is to conduct a Unit Root test to investigate the order of integration and the properties 

of the series prior to the construction of an econometric model. The tests are mainly a descriptive 

tool performed to classify the data series as stationary and non-stationary. It is done within the 

framework of Augmented-Dickey-Fuller (ADF) test procedure. This test is important in order to 

avoid spurious regression which is a common problem when estimating a regression line with data 

whose generated process follows a time trend.  

 

3.2.3 The Johansen Co-integration Test  
After checking or performing the unit roots test for each of the variables in the specified model 

and found them to be integrated of the same order, the study have proceeded with testing of co-

integration among the variables of interest. The purpose of the co-integration test is to determine 

whether a group of non-stationary series is co-integrated or not. This study will apply Maximum 

Likelihood Method of Co-integration developed by Johansen (1988) and applied by Johansen and 

Juselius (1990) to determine the number of co-integrating vectors. Trace test and Eigenvalue test 

are used to achieve this objective.  

  

3.2.4 Error Correction Model 
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Error correction models are based on the behavioural assumption that two or more-time series 

exhibit an equilibrium relationship that determines both short- and long-run behaviour. Short-run 

change is necessary to maintain the long-run relationship; hence the error correction model tells 

us the degree to which the equilibrium behaviour drives short-run dynamics. Thus, the study will 

adopt alternative (generalized systems) estimators such as Johansen’s (1988) vector ECM. 

Bivariate GARCH models were introduced to capture the volatility in the data series and the 

volatility transmission from the non-oil export activities to official exchange rate market; and the 

effect of both on the gross domestic product growth rate. 

 

3.2.5 Test Using Bivariate GARCH 

This is used to test whether the volatility effect could be transmitted (pass-through) from the non-

oil export to official market rate. The transmission of this effect depends on the significance of the 

coefficients of GARCH term. When the GARCH term is less than the critical value, it means that 

volatility does not transmit from non-oil export to official exchange rate. The same is applicable 

to the transmission of volatility from both non-oil export and official exchange rate to gross 

domestic product growth rate in Nigeria. 

 

4.0 Data, Estimation Results and Discussion  
 

The focus of this study is to achieve an empirical stance on the interaction between non-oil exports, 

official exchange rate and economic performance in Nigeria. The study addresses what 

relationship non-oil exports have on exchange rate in the long-run and short-run and their 

implications on the economy. In this regards, data were collected on the models formulated in 

section three and estimated to explain this phenomenon. Therefore, this segment is structured as 

Data presentation, pre-estimation test results, estimation test results, post-estimation test results 

and discussion of findings. 

 

 

 

Table 4.1: The Data on Nigeria’s GDPGR, EX,MSEXP,AGEXP,SMEXP, MAEXP 

and FOEXP (1980-2016) 

YEAR GDPGR EX 

MSEXP 

(%) 

AGEXP 

(%) 

SMEXP 

(%) 

MAEXP 

(%) 

FOEXP 

(%) 

1980 8.9 - 21.95 19.55 0.38 0.46 0.17 7.53 

1981 8.8 -1.23 24.86 0.45 0.29 0.29 3.58 

1982 8.8 8.99 29.37 0.49 0.28 0.12 2.18 

1983 9.2 8 22.18 0.11 0.32 0.14 2.15 

1984 -8.9 3 17.83 0.79 0.18 0.02 3.77 

1985 -8.4 8.26 14.53 0.76 0.15 0.02 2.17 

1986 -8.8 38.42 15.7 0.45 0.11 0.03 5.11 

1987 -10.8 15.71 17.38 0.44 0.13 0.02 3.13 

1988 7.5 28.57 13.31 0.4 0.04 0.43 3.16 

1989 6.5 5.16 26.94 0.51 0.02 0.48 3.4 

1990 12.8 11.93 22.85 0.57 0.06 0.45 2.1 

1991 -0.6 38.99 43.98 0.6 0.01 0.7 1.46 

1992 0.4 18.96 35.34 0.57 0.5 0.69 1.5 
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1993 2.1 22.1 37.5 0.55 0.8 0.65 1.2 

1994 0.9 52.07 33.82 0.56 0.1 0.55 1.13 

1995 -0.3 23.23 24.31 0.55 0.15 2.1 1.08 

1996 5 -0.73 35.76 0.95 0.01 3.01 1.65 

1997 2.8 -7.23 32.23 1.5 0.02 1.11 0.15 

1998 2.7 13.31 41.77 1.62 0.04 3.35 0.41 

1999 0.5 24.46 29.69 0.07 0.02 2.47 0.3 

2000 5.3 -6.26 33.86 0.09 0.08 0.6 0.13 

2001 4.4 15.17 45.44 0.13 0.12 0.2 0.02 

2002 3.8 8.11 35.96 0.6 0.28 5.01 0.63 

2003 10.4 14.59 39.78 0.28 0.02 2.06 0.02 

2004 33.7 17.58 30.16 0.09 0.05 2.01 0.05 

2005 3.4 13.64 31.65 0.44 0.6 1.9 0.07 

2006 8.2 1.29 43.11 0.4 0.5 1.33 0.05 

2007 6.8 7.92 33.72 0.36 0.4 2.24 1.62 

2008 6.3 -5.57 39.88 0.76 0.33 5.46 1.28 

2009 6.9 12.19 30.76 1.13 0.19 3.58 4.53 

2010 7.8 6.64 24.46 1.63 1.08 6.68 3.33 

2011 4.9 7.36 31.19 6.12 0.31 2.54 1.79 

2012 4.3 8.6 31.66 7.26 0.43 2.87 5.33 

2013 5.4 7.3 18 8.15 0.46 3.61 4.34 

2014 6.3 6.5 18.4 8.26 0.5 3.03 5.7 

2015 2.7 6.9 10 7.5 0.55 4.01 6.29 

2016 -1.5 7.3 19.56 7.79 0.47 3.38 5.42 

Source: Central Bank of Nigeria Statistical Bulletin (2016) and World Development Indicator 

(2017). 

 

 

4.2Empirical Test Results 

 

4.2.1  Pre-EstimationTest Results 

 

4.2.1.1 Descriptive Statistics Test Result 

The method adopted to describe the data employed in this study is statistical. This is based on 

statistics such as mean, maximum, minimum, standard deviation, skewness, kurtosis, and Jarque-

Bera statistics. Table 4.2 gives the results of the statistical method. 

 

Table 4.2: Statistical Description of Data 

                    AGEXP       EX         FOEXP    MAEXP        MSEXP     SMEXP    GDPGR 

Mean 1.54 11.44 2.29 1.77 28.80 0.27         0.457698 

Median 0.555 8.43 1.72 1.22 30.46 0.185        18.08602 

Maximum 8.26 52.07 7.53 6.68 45.44 1.08          54.12546 

Minimum 0.07 -21.95 0.02 0.02 10.00 0.010       -0.261020 

Std. Dev. 2.45 13.88 2.01 1.74 9.44 0.25           4.879514 

Skewness 2.04 0.62 0.80 0.99 -0.15 1.22          10.94941 
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Kurtosis 5.45 4.42 2.81 3.31 2.09 4.51          120.9298 

J-B 34.15  5.39 3.92  6.02  1.376 12.41         73733.37 

P-value 0.00  0.07  0.14 0.049 0.50 0.003        0.000000 

Note that all the variables are in rate or percentage, J-B means Jarque-Bera and p-value connotes 

the probability value of the J-B statistic. 

Source: Author’s Computation 

 

Table 4.2 shows the summarized descriptive statistics computed on the series of agricultural 

exports (AGEXP), exchange rate, food exports (FOEXP), manufactured good exports (MAEXP), 

merchandized exports (MSEXP) and iron ore and metal exports (SMEXP).  It is remarkable that 

both the median and average values are positive in each case. It was also observed that there is a 

significant margin between the median and mean. This implies that these variables displayed an 

increasing tendency through the period of investigation. Thus, there is statistical evidence that 

since the period of 36 years AGEXP, EX, FOEXP, MAEXP, MSEXP, and SMEXP have been 

increasing. Although, the result show that there is decrease in EX as indicated by the negative 

minimum value (-21.95). This is visually seen in the spite plot shown in figure 4.3. Looking at the 

range of these variables, exchange rate has the largest range from 52.07 to -21.95, followed by 

merchandized exports with the range from 45.44 to 10.00. These ranges associate with standard 

deviations 13.88 and 9.44 respectively. These appear to be the largest standard deviations observed 

among the variables. Thus, exchange rate and merchandized exports are the most volatile 

variables. In a different token, food exports and iron ore/mental exports have the lowest range and 

volatility. The scale of skewness with respect to MSEXP is -0.15 and this implies that the variable 

is negatively skewed and as such, it exhibits large value over a long portion of the sampling period.  

 

On the contrary, agricultural exports, exchange rate, food exports, manufactured good exports and 

iron ore/metal exports are positively skewed and have large values over a short period. The values 

of kurtosis that are larger than 3 show that AGEXP, EX, MAEXP, SMEXP are leptokurtic, and 

therefore, they have tin tail in their distribution pattern, suggesting that there are presence of 

outliers or large values in the expected future date. However, while food exports, and 

merchandized exports are plytokurtic in nature. Finally, the probability values corresponded to JB 

statistics with respect to agricultural exports, manufactured good exports and iron ore/metal 

exports are less than 5 percent, meaning that the distribution pattern of these variables is not 

normal. However, the probability values in respect to exchange rate, food exports, and 

merchandized exports are larger than 5 percent. This implies that these variables are normally 

distributed.  

 

4.2.1.2 Unit Root Test Result 
We have just finished describing the underlying characteristics of the data collected on the 

interested variables. Summarily, the statistical description of the data is not enough to conclude 

that the data is fit for analysis. Thus, to confirm the possibility of fitting the data into regression 

equations for estimation purpose, we conducted pre-estimation test using break point Augmented 

Dickey-Fuller (ADF) method for stationarity test and correlation analysis for perfect collinearity 

test. Table 4.3 provides the summarized results of the stationarity test, while tables 4.4 displayed 

the correlation matrix for multicollinearity test. 
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Table 4.3-ADF Unit Root Test wrt AGEXP, EX, FOEXP, MAEXP, MSEXP, SMEXP, 

GDPG 

Variable                   ADF-Stat                        5% CV                               P-Value 

DEX                       -6.75   -2.95   0.0000 

DAGEXP                 -4.21   -2.95   0.0023 

DFOEXP                -8.78   -2.95   0.0000 

DMAEXP                -9.67   -2.95   0.0000 

DMSEXP                 -9.07   -2.95   0.0000 

DSMEXP               -8.62   -2.95                     0.0000 

GDPG                       -11.02763                      -2.885249                           0.0000 

Source:Author’s Computation 

The ADF unit root test is conducted to verify the order of integration of each variable. The outputs 

of the test are the ADF statistics, the 5 percent critical values and probability value, which are 

presented in table 4.3. The null hypothesis here is that the series is not stationary or the series has 

a unit root. This hypothesis is rejected, if the ADF statistic is larger than the associated critical 

value at 5 percent in absolute form or the associated probability value is less than 5 percent (0.05). 

Mere looking at the table, the ADF statistics are -6.75, -4.21, -8.78, -9.67, -9.07 and -8.62 

respectively for EX, AGEXP, FOEXP, MAEXP, MSEXP and SMEXP and the associated 5 

percent critical values is -2.95. In this regard, the null hypothesis of a unit root is rejected because 

in absolute term, the ADF statistics are larger than the critical values at 5 percent. This simply 

means that exchange rate, agricultural exports, food exports, manufactured good exports, 

merchandized exports, and iron ore and metal exports are stationary at first difference or they are 

simply I(1) variables. Based on this result, the meaningful technique for estimation is Johansen 

multivariate cointegration method, which is adopted in the estimation section. 

 

 

4.2.1.3 Correlation Test Result 

 

Table 4.4-Correlation Test wrt AGEXP, EX, FOEXP, MAEXP, MSEXP, SMEXP, GDPG  

Variable               AGEXPEX             FOEXP      MAEXP      MSEXP     SMEXP                         

 AGEXP  1      

 EX -0.14  1     

 FOEXP       0.52 -0.21  1    

 MAEXP  0.41 -0.19  0.04  1   

 MSEXP -0.31  0.06 -0.69  0.14  1  

 SMEXP 

 GDPG        

 0.33 

     0.029         

-0.23 

    -0.0017      

 0.29 

      0.149         

 0.41 

     0.614 

-0.10 

    0.4978      

1 

0.356   1 

Source: Author’s Computation  

Table 4.4 reports the correlation coefficients used to study the extent of association among the 

variables for the period of thirty-six years. The interpretation of the Pearson correlation would 

follow Guilford rule of thumb which is < 0.2 is a negligible correlation, 0.2 to 0.4 is low 

correlation, 0.4 to 0.7 is a moderate correlation, 0.7 to 0.9 is a high correlation, and > 0.9 is a very 

high correlation. The result shows that the correlation between the independent variables and 
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dependent variable used in the model is generally weak. The largest correlation coefficients exist 

between the food export and merchandized export (69%). Also, the correlation matrices does not 

reveal that two explanatory variable are perfectly correlated. This means there is absence of 

multicollinearity problem among the variables. Since, we have established that all the variables 

are I(1) and there is absence of multicollinearity, we can now proceed to estimation tests. 

 

4.2.2 Estimation Test Results 
 

In the methodological background, the study proposed long run co-integration analysis using 

Johansen method, error correction analysis and dynamic short run analysis introduced by Granger. 

Table 4.5 reports the result of the analytical test. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4.2.2.1 Long Run Cointegration Test Result 
 

Table 4.5-Long Run Cointegration Test on AGEXP, EX, FOEXP, MAEXP, MSEXP and 

SMEXP  

Hypothesized   

No. CE(s)     Eigen-Value           Trace-Stat                5% CV                   P-Value 

 Panel-A 

None * 0.764495  127.9524  83.93712         0.0000 

 At most 1 *  0.629063  80.23365  60.06141 0.0004 

At most 2 *  0.604315  47.50677  40.17493 0.0078 

     At most 3  0.278215  16.91127  24.27596 0.3170 

     At most 4  0.169937  6.152330  12.32090 0.4177 

     At most 5  0.000181  0.005974  4.129906 0.9495 

 

Hypothesized  

No. CE(s)     Eigen-Value          Max-Eigen-Stat       5% CV                   P-Value 

Panel-B 

None *  0.764495  47.71879  36.63019  0.0017 

At most 1 *  0.629063  32.72688  30.43961  0.0255 
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At most 2 *  0.604315  30.59550  24.15921  0.0058 

      At most 3  0.278215  10.75894  17.79730  0.4085 

      At most 4  0.169937  6.146356  11.22480  0.3333 

      At most 5  0.000181  0.005974  4.129906  0.9495 

Source: Author’s Computation 

Table 4.5 displays the results of the trace test in panel A and maximum Eigen test in panel B. The 

p-value of the trace statistics for the null hypothesis of no co-integrating relationship is less than 

0.05, meaning that the null hypothesis can be rejected. In addition, the value trace statistic 

(127.9524) is greater than the 0.05 critical values of 83.93712, affirming that the null hypothesis, 

there is no co-integrating relationship among the variables and cannot be accepted. Also, the p-

value of the trace statistic corresponding to ‘At most 1, and 2” are 80.23365 and 47.50677 

respectively, which are greater than 0.05 critical values associated with them, meaning that the 

null hypotheses is at most one and two co-integrated equations or co-integrating relationship 

among the variables cannot be rejected. This also conforms to the Max-Eigen statistic. Thus, based 

on the trace and Max-Eigen test there is evidence of co-integration and long run relationship 

between exchange rate, agricultural exports, food exports, manufactured good exports, 

merchandized exports and iron ore/metal exports in Nigeria. The next important question is what 

is the nature of this long run relationship? In table 4.6, the answer to this question is provided. 

 

 

 

 

 

 

 

 

4.2.2.2   Nature of the Long Run Relationship Test Result 

   

Table 4.6: Nature of the Long Run Relationship between EX, AGEXP, FOEXP, MAEXP, 

MSEXP and SMEXP 

Variables                  Coefficient                         Std.-error                      T-value 

AGEXP (-1)         -12.65210   5.55419                   -2.27794 

FOEXP (-1) 5.276498   4.99873                    1.05557 

MAEXP (-1) 25.41123   7.46460                    3.40423 

MSEXP (-1)         -2.878902  0.57217                   -5.03159 

SMEXP (-1) 299.9384  53.6361                    5.59210 

Source: Author’s Computation 

The long run coefficient with respect to agricultural raw material exports and merchandized 

exports are -12.65210 and -2.878902 respectively and their associated t value -2.27794 and -

5.03159. This implies that in the long run agricultural raw material exports and merchandized 

exports will decrease significantly with increase in exchange rate. The long run coefficient of food 

exports, iron ore and metal exports and manufactured good exports are positive and significant 

except food export which is insignificant. The disequilibrium in the long run must be corrected 

otherwise; long run relationship does not exist. The correction mechanism is referred to as error 
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correction model (ECM). The study estimates the ECM coefficient along with short run dynamic 

coefficients, and the values of these coefficients are presented in table 4.7. 

4.2.2.3 Dynamic Short Run Relationship Test Result 

Table 4.7-Dynamic Short Run Relationship between EX, AGEXP, FOEXP, MAEXP, 

MSEXP, SMEXP and ECM coefficient  

Variable                  Coefficient                  Std-error              T-value                 P-Value 

ECM(-1)     -0.03925        0.06071       -0.64669       0.0169 

DEX(-1) -0.36444         0.22861      -1.59414        0.1800 

DAGEXP(-1) 1.848516        4.63939       0.39844        0.6910 

DFOEXP(-1) -.766544        2.68974       -1.02855        0.3058 

D MAEXP(-1) 0.438228        2.47766        0.17687        0.8599 

DMSEXP(-1) -.019525        0.53302       -0.03663        0.9708 

DSMEXP (-1)          8.73161  18.6599              1.00384 0.3175 

Source: Author’s Computation 

Table 4.7 uniquely presents the coefficients of short run dynamic variables- DEX(-1), DAGEXP(-

1), DFOEXP(-1), DMAEXP(-1), DMSEXP(-1),DSMEXP(-1) and ECM coefficient. The dynamic 

coefficient of exchange rate, food exports and merchandized exports at lag 1 are negative. This 

means an increase in previous exchange rate, food exports and merchandized exports could lead 

to decrease in current exchange rate, food exports and merchandized exports in the short run. While 

previous agricultural raw material exports, manufactured goods exports and iron ore and metal 

exports influence current exchange rate positively. Hence, in the short run, dynamic changes in the 

exportation of agricultural raw material exports, manufactured good exports and iron ore and metal 

exports could lead to positive changes in exchange rate. The ECM coefficient is negative -0.039, 

suggesting that any disequilibrium can be corrected at the speed or rate of 3.9 percent within a 

year. In view of this, there is long run dynamic influence running from non-oil exports variables 

to exchange rate. This implies that exportation of non-oil products is not the only major 

determinant of exchange rate in Nigeria. Thus, Nigeria can take advantage of this influence, and 

strategize how to control the exchange rate fluctuation even in the absence of oil exportation. 

4.2.2.4 Nature of Relationship between Official Exchange Rate, Non-Oil Export Variables 

and Gross Domestic product 

We test for the degree/nature of the trade-off between official exchange rate, each of the specified 

non-oil export variables and gross domestic product using Bivariate GARCH. The results are 

presented in table 4.8. 

 

Table 4.8: Results of the Transmission from Official Exchange Rates, Non-Oil Export 

Variables to   Economic Performance Indicator (GDP) 

Descriptor              Coefficient                   St-error                          T-stat               P-value 

M 0.000915 0.000794 1.152044           0.2493                                      

EX -10.79917 5.043109          2.141371           0.0322 

FOEXP 0.000129 0.041071 0.003130           0.9975 

AGEXP 0.623842 0.312274 1.997738           0.0457 
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MAEXP 1.009019 0.005084 198.4724           0.0000 

MSEXP 0.872808 0.029514 29.57303           0.0000 

SMEXP 0.893752 0.024810 36.02455           0.0000 

Source: Author’s Own Computation 

 

Table 4.8 reveals the results of interaction mechanism among official exchange rate, Non-oil 

export variables and the economic sector. The coefficients of official exchange rate, food exports, 

agricultural raw material exports, manufactured good exports, merchandized exports, and iron ore 

and metal exports are -10.79917, 0.000129, 0.623842, 1.009019, 0.872808 and 0.893752, and their 

corresponding p value each are 0.05, 0.99, 0.045, 0.000, 0.000, 0.000 percent. This implies that 

there is significant trade-off between official exchange rate, each of the non-oil export variables 

and gross domestic product growth rate, except in the case of food export where there is weak 

impact. Individually, there is a negative trade-off effect between exchange rate and gross domestic 

product growth rate. Infact, a 1 percent increase in Naira to Dollar exchange rate asserts about 

10.799% decrease in the growth rate of the economy. This suggests that a rise in the Naira to dollar 

exchange rate will weaken the naira in the international financial market, discourage export 

promotion production in the domestic economy, thereby reducing the output level of goods and 

service in the domestic economy.  

 

Positive trade-off between food export and output growth is also documented. In this context, 1% 

increase in food export leads to about 0.000129% increase in output growth in Nigeria. This is 

because, a rise in food export will create large market for locally produced food, motivate local 

producers to increase their output, hence increasing the general output level in the domestic 

economy and enhancing the activeness of the economy. Agricultural export is a positive 

determinant of output growth. Therefore, 1% increase in agricultural export increases the growth 

rate of the economy by about 0.62%.By implication, it means strong innovations or shocks flow 

from official exchange rate and non-oil export variables to the economic sector. Food export 

shocks do not strongly flow to the economic sector; while significant shocks transmit from 

agricultural export, manufacturing export, merchandise export and iron ore and metal exports to 

economic sector.  

 

The table reveals that the parameters MAEXP, MSEXP and SMEXP are associated with 0.00, 

0.00, 0.00 probability value each. Also 1% increase in manufactured goods export leads to about 

1.009019% increase in the output growth in Nigeria. In the case of merchandised export, 1% 

increase increases the growth rate of the economy by about 0.872808%. Furthermore, 1% increase 

in iron ore and metal export increases the growth rate of the economy by about 0.893752%. 

 

This is an indication that shocks transmit from the independent variables to the output growth of 

the economy. That is, there is significant evidence of shock pass through from official exchange 

rate and non-oil export to the economic sector. It means that the potent ways to grow the Nigerian 

economy is to decrease naira to dollar exchange rate and consistent increase in the non-oil export 

components through appropriate policy thrust.  

  

4.3 Post-estimation Test Results 
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The VEC models are subjected to residual based test to confirm if the basic classical assumptions 

are violated or not. These assumptions are serial correlation, normality and heteroskedasticity. The 

result is presented in tables 4.9. 

 

4.3.1 Serial Correlation Test Result 
 

Table 4.9- Serial Correlation Test on VEC Specification using EX, AGEXP, FOEXP, 

MAEXP, MSEXP, and SMEXP 

       
       Lag LRE* stat df Prob. Rao F-stat Df Prob. 

       
       1  10.09979  16  0.8614  0.609635 (16, 58.7)  0.8634 

       
       Source: Author’s Computation 

Table 4.9 shows that the p value for Roa F statistic is larger than 5 percent. This denotes that in 

the null hypothesis, that there is no serial correlation and cannot be rejected. No serial correlation 

for the VEC specification for EX, AGEXP, FOEXP, MAEXP, MSEXP, SMEXP, which is in 

tandem with the classical laws. 

 

 

 

 

 

 

 

 

 

 

4.3.2 Normality Test Result 
 

Table 4.10: Normality Test on VEC Specification using EX, AGEXP, FOEXP, MAEXP, 

MSEXP, and SMEXP 
 

      Component Jarque-Bera Df Prob. 

1  6.168779 2  0.0458 

2  0.084148 2  0.9588 

3  1.720205 2  0.4231 

4  0.748484 2  0.6878 

5  0.237163 2  0.8882 

6  2.687878 2  0.2608 

Joint  11.64666 12  0.4745 
 

Source: Author’s Computation 

Table 4.10 presents the Jarque Bera statistic for each of the variables all the variables. The p values 

in all cases are larger than alpha value at 5 percent except at first variable (exchange rate). 
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Therefore, there is strong evidence that the residual of the VEC specification based on EX, 

AGEXP, FOEXP, MAEXP, MSEXP, and SMEXP is Gaussian as claimed by classical laws. 

4.3.3 Heteroskedastic Test Result 

Table 4.11: Heteroskedastic Test on VEC Specification using EX, AGEXP, FOEXP, 

MAEXP, MSEXP, and SMEXP. 

    
    Chi-sq Df  Prob. 

    
     144.8408 140   0.3723 

    
    Source: Author’s Computation 

The heteroskedastic test is based on chi-squared statistic and as it is shown in table 4.11, it is very 

large with p value larger than 5 percent. This implies that residual of this VEC specification exhibit 

a constant variance at all time. 

 

4.4 Discussion of Findings 
The result of the Long-Run cointegration test on exchange rate and Non-oil export components 

reveals that there is evidence of cointegration and long-run relationship between exchange rate, 

agricultural raw material exports, food exports, manufactured goods exports, merchandised 

exports, and iron ore and metal exports in Nigeria. This implies that a rise in the quantum of non-

oil exports could increase the country’s foreign earnings, raise the nation’s foreign reserves and 

strengthen the value of the naira in the international financial market thereby reducing the number 

of units of naira that will be exchanged for a unit of foreign currency (say dollar), as such, 

improving the foreign exchange rate position of the naira to dollar exchange rate. 

 

The nature of the long-run relationship between exchange rate and non-oil export components 

result implies that in the long-run, agricultural raw materials exports and merchandised export will 

decrease significantly with increase in exchange rate. The long-run coefficient of food exports, 

iron ore and metal exports, and manufactured goods exports are positive and significant except 

food exports which is insignificant. This suggests that of all the components of non-oil exports, 

the earnings from iron ore, metal exports and manufactured goods exports seems to exhibit strong 

positive influence on the naira to dollar exchange rate by way of improving the naira to dollar 

exchange rate position. 

 

The result of the dynamic short run relationship between exchange rate and non-oil export 

variables and error correction model coefficient reveals that dynamic changes in the exportation 

of agricultural raw materials exports, manufactured goods exports and iron ore and metals exports 

could lead to positive changes in exchange rate. That is, increase in previous exports of these non-

oil export goods could generate current foreign exchange earnings; strengthen the value of the 

naira in the international financial market which will in turn translate into the reduction in the 

number of units of naira to dollar exchange rate. This can improve the naira to dollar exchange 

rate position of the Nigerian currency. 
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Results of the transmission from official exchange rate to gross domestic growth rate as well as 

the transmission from non-oil export variables to economic performance indicator (gross domestic 

product growth rate) reveals that there is significant trade-off between official exchange rate, each 

of the non-oil export variables and gross domestic product growth rate, except in the case of food 

export where there is weak impact. This means strong innovations or shocks flow from official 

exchange rate and non-oil export variables to the economic sector. Food export shocks do not 

strongly flow to the economic sector; while significant shocks transmit from manufacturing 

exports, merchandised exports, and iron ore and metal exports to economic sector. 

 

The finance implication of this is that earnings from manufacturing exports, iron ore and metal 

exports, agricultural raw materials exports, and merchandised exports increase the inflow of 

foreign earnings into the country and create foreign market for the goods thereby providing 

investible funds to investors in these sub-sectors and help boost further production of goods and 

services in the domestic economy through enlarged foreign markets and increased foreign 

earnings. Therefore, increase in these components of non-oil exports could translate into a rise in 

the output levels of goods and services within the domestic economy. 

 

Also, an increase in the export earnings from manufactured goods exports, merchandised exports, 

agricultural raw materials exports, and iron ore and metal exports could help strengthen the value 

of the naira in the international financial market and reduce the number of the units of naira that 

will be exchanged for a dollar. Thereby improving the Naira to dollar exchange rate.  This 

improvement in the Naira to dollar exchange rate could motivate producers in these sub-sectors to 

produce more for export purposes given that they could earn more dollar by export through the 

improved exchange rate position of the naira. 

 

 

 

5.0 Concluding Remarks and Recommendation 

This segment presents concise and logically integrated outcomes of the study’s investigation. The 

authors investigate the non-oil export forces that influence exchange rate and the effect of non-oil 

export and official exchange rate on gross domestic product growth rate in Nigeria. We have 

succeeded in summarizing the implication of the findings of this investigation with respect to the 

objectives of the study. As such, the conclusions of the study are drafted as follows; 

 

1. Empirically, analyses of the long run relationship revealed that earnings from agricultural raw 

material exports, food exports, manufactured good exports, merchandized exports and iron ore 

and metal exports influenced exchange rate in the long run. Therefore, a rise in the quantum of 

non-oil exports could increase the country’s foreign earnings, raise the nation’s foreign 

reserves and strengthen the value of the naira in the international financial market thereby 

reducing the number of units of naira that will be exchanged for a unit of foreign currency (say 

dollar). Thereby improving the foreign exchange position of the naira to dollar exchange rate.  

2.  Findings on the nature of the impact lead to the conclusion that in the long run, earnings from 

food exports, manufactured goods exports, and iron ore/metal exports impact positively on 

exchange rate. On the contrary, earnings from agricultural raw material exports and 
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merchandized exports exhibit inverse influence on exchange rate. However, there is evidence 

that of all the components of non-oil exports, the earnings from iron ore, metal exports and 

manufactured goods exports seems to exhibit strong positive influence on the naira to dollar 

exchange rate by way of improving the naira to dollar exchange rate position.  

3. The short run dynamics that characterize the causation between the correlates reveals that 

dynamic changes in the exportation of agricultural raw materials exports, manufactured goods 

exports and iron ore and metals exports could lead to positive changes in exchange rate. That 

is, increase in previous exports of these non-oil export goods could generate current foreign 

exchange earnings; strengthen the value of the naira in the international financial market which 

will in turn translate into the reduction in the number of units of naira to dollar exchange rate. 

This can improve the naira to dollar exchange rate position of the Nigerian currency. 

4. There is also evidence of strong innovations or shocks flowing from official exchange rate and 

non-oil export variables to output growth in the economic sector. Specifically, significant 

shocks transmit from manufactured goods exports, merchandised exports, and iron ore/ metal 

exports to trigger output growth in the economic sector. 

5. However, exportation of iron ore/metal product is the most sensitive factor to exchange rate. 

Therefore, exporting metal greatly influence exchange rate positively both on the short and 

long run situations.  

 

The findings of this study attempt to establish and provide the template for the evaluation of 

dynamic influence of non-oil exports and exchange rate on output growth in Nigeria. In line with 

the findings of this study, we recommend that the managers of the Nigerian economy should craft 

development policy that will focus on promoting non-oil exports in order to create a robust and 

diversified economic structure with the aim of fostering output growth and controlling exchange 

rate fluctuation.  
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