

	
	
	



IMPACT OF ECONOMIC DIVERSIFICATION ON SUSTAINABLE DEVELOPMENT IN NIGERIA





BY





NWABUEZE GLORY CHIBUOKEOMA
GOU/U22/ECO/446







DEPARTMENT OF ECONOMICS
FACULTY OF MANAGEMENT AND SOCIAL SCIENCES
GODFREY OKOYE UNIVERSITY, UGWUOMU NIKE ENUGU.





JULY 2026


TITLE PAGE



IMPACT OF ECONOMIC DIVERSIFICATION ON SUSTAINABLE DEVELOPMENT IN NIGERIA



BY



NWABUEZE GLORY CHIBUOKEOMA 
GOU/U22/ECO/434


PROJECT SUBMITTED TO DEPARTMENT OF ECONOMICS, FACULTY OF MANAGEMENT AND SOCIAL SCIENCES, GODFERY OKOYE UNIVERSITY, UGWUOMU-NIKE, ENUGU


IN PARTIAL FULFILMENT OF THE REQUIREMENTS FOR THE AWARD OF BACHELOR OF SCIENCE (B.Sc) DEGREE IN ECONOMICS



SUPERVISOR: DR. AUGUSTINE ODO



JULY, 2026

DECLARATION

I NWABUEZE GLORY CHIBUOKEOMA, with the registration number GOU/U22/ECO/446, is an undergraduate student in the department of economics under the faculty of management and social sciences in Godfrey Okove University. I hereby declare that the work entitled " IMPACT OF ECONOMIC DIVERSIFICATION ON SUSTAINABLE DEVELOPMENT IN NIGERIA " Was submitted in partial fulfillment of the requirements for the award of a Bachelor of Science (B.Sc.) degree in economics in my original work and has not been submitted either in part or full for any other degree or diploma either in this or any other tertiary institution.   


…………………………………. 		       …………………………………. 
Nwabueze Glory Chibuokeoma
GOU/U22/ECO/446 					Date











CERTIFICATION
This is to certify that this project topic "IMPACT OF ECONOMIC DIVERSIFICATION ON SUSTAINABLE DEVELOPMENT IN NIGERIA" was undertaken by NWABUEZE GLORY CHBUOKEOMA with registration number GOU/U22/ECO/446 of the Department of Economics, Faculty of Management and Social Science, Godfrey Okoye University, Enugu State has been assessed and approved for defence by the Department of Economics, Godfrey Okove University, Enugu.

......................................................                                                                          .....................
Dr. Augustine c. Odo                                                                                    DATE
PROJECT SUPERVISOR

......................................................                                                                          .....................
Dr Modesta Iduma
HEAD OF DEPARTMENT                                                                                     DATE

......................................................                                                                          .....................
Assoc. Prof. John Odoh
DEAN OF THE FACULTY                                                                                     DATE

......................................................                                                                          .....................
EXTERNAL EXAMINER                                                                                      DATE




DEDICATION
This work is dedicated to my one and only Savior, GOD ALMIGHTY, for His protection and guidance in my academic career and making everything possible. In addition to that, I am dedicating this research study to my committed parents/guardians, my brother and sister, my friends, and my research supervisor who have supported me all throughout my academic career. Thank you very much, everyone.
























ACKNOWLEGEMENTS
All glory and praise be to Almighty God for His mercies, wisdom, might and guidance that were provided to me through the entire course of this research study. Without His merciful help, it would not have been possible for me to complete this research study successfully. 
I am greatly thankful to Mr. Augustine C. Odo for considerable help that he provided to me to complete this research study. My sincere gratitude also goes to my HOD and lecturer Dr, Mrs Modesta, and the entire teaching staff of the economic department. I would also like to appreciate the efforts of a non-academic staff, Mrs. stella, for the assistance rendered to me while pursuing my studies. My heartfelt appreciation goes to my parents and my entire family members, my Dad and Mum, Austine and Pamela, Damaris and Don, Victor and Emmanuel and my beloved nephews, I am grateful for your continuous love and support on this long journey. To Alex, thanks for your enormous assistance that you rendered in this work. My friends and course mates, Kelechidrive, Joy, Chwukwudebelu, Cynthia, Favour and others, thank you for your support and encouragement meant everything. I am ever grateful.
Your support in my life was never in vain. To God be the glory. What God cannot do doesn't not exist.


Nwabueze Glory Chibuokeoma







ABSTRACT
This research analysed the effects of economic diversification on sustainable development in Nigeria for the period 1995-2023 using the Auto-Regressive Distributed Lag (ARDL) approach. Sustainable development was proxied by the Human Development Index (HDI), with export diversification and import diversification as independent variables. The control variables were Gross Domestic Product (GDP) and Population Growth Rate (POPG). The stationarity test of the variables was examined using the Augmented Dickey-Fuller (ADF) unit root test and the findings confirmed a mixed order of integration among the variables thereby justifying the use ARDL estimation method appropriate. The ARDL Bounds Test revealed that there was no evidence of a cointegration among the variables in the long run indicating economic diversification has not established a long-run stable effect on sustainable development in Nigeria. However, in the short run, export diversification and import diversification both exerted positive effects on sustainable development although the effects are not statistically significant showing that economic diversification has not been translated into significant welfare improvement. On the other hand, GDP exerted a positive but insignificant effect while population growth exerted a negative and statistically significant effect on sustainable development showing that increased population growth continues to pose a challenge to sustainable development in Nigeria. The model fits the data well and passed all necessary diagnostics. Based on the findings, the government should intensify efforts of promoting non-oil exports through fiscal policies and development of infrastructure, importation of capital goods and machinery to aid in production and accelerate industrialization process, and increase investments in education and health care and technical skills to match with the rapidly increasing population in Nigeria.
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CHAPTER ONE
INTRODUCTION
1.1 Background to the Study
Economically, the history of Nigeria has always been defined by the significant transition of the economy from a diversified structure with a strong agricultural base to one characterized by the export of mono-product and vulnerability to external factors. Prior to independence (circa 1960), the nation was ranked as one of the world leaders in agriculture. According to Osuntogun et al. (1997), this represented a natural diversification of the Nigerian economy and development of regions via rural labor and non-oil exports. Nigeria earned a name as the producer of the “groundnut pyramids” in the north, cocoa in the west and palm oil in the east, with agricultural goods amounting to about 43% of GDP.
The discovery of crude oil in the late 1950s, followed by the "oil boom" of the 1970s, significantly affected the economic structure of the country. By 1974, agricultural goods dropped from 43% to 7% of the exports as the government shifted towards earning revenues from oil. This transition is considered the classical example of “Dutch disease” where the sudden influx of resource wealth causes currency appreciation (so-called spending effect). As a result, the cost of traditional exports like cocoa and rubber rises, making them uncompetitive on the global market. Nigeria, therefore, became a mono-product economy in which oil accounted for 90% of foreign exchange revenues.
To counter this trend, diversification emerged as a key strategy and objective of the nation. Diversification implies broadening the range of economic and trade activities to increase the number of sectors from which the country earns revenues and generates employment opportunities. In the case of Nigeria, diversification is especially relevant to international trade. A diversified export portfolio is often seen as the means of stabilizing foreign revenue, developing industries, and building resistance to negative external shocks. At the same time, exports in Nigeria consist mostly of crude oil and imports include mostly refined fuels and manufactured goods. These features make the country vulnerable to any external shock, decline in government revenues, and volatility of exchange rates. The resource-curse theory by Sachs & Warner (1995) indicates that such structure tends to cause unsustainable development and ineffective political regimes.
The main tool that can be used to overcome this vulnerability would be diversification of both exports and imports. Diversification of exports means broadening the variety and depth of exported products as well as expanding the export market outside few countries. Export diversification ensures higher earnings from exports due to their stability, and this enables the government to plan the economic development. Diversification of imports implies more than only expanding the geography of sourcing goods; it also involves changing the structure of imported goods from finished consumable products to machinery, equipment, technology that are required for building industries in the country and creating jobs for population. 
In the beginning of 2020s, the fragility of the discussed structure started to reveal itself. In particular, 2024-2026 proved to be one of the most difficult periods in the history of Nigeria's economic development. Thus, in May 2023, the administration of President Bola Tinubu scrapped the fuel subsidy and introduced the market exchange rate for the naira. The goal was to ensure stability in the macroeconomy of Nigeria; however, these "bitter pill" reforms led to strong depreciation of the naira during 2024, with a decrease of the exchange rate by over 40% over one year, from N907 per US$ at the close of 2023 to N1,535 per US$ in 2024, coinciding with record levels of inflation at 34.8% over 28 years. According to IMF (2025), even if these reforms ensured higher stability in the macroeconomy, their benefits "have yet to benefit all Nigerians" as the poverty rate increased from 40% in 2019 to 56% in 2024.
Nevertheless, there are some signs of positive change in Nigeria's industrial and energy security starting from 2025. Namely, the launch of Dangote refinery with a capacity of 650 thousand barrels of crude oil per day was the step aimed at solving the paradox of plentiful natural resources of Nigeria as the country continues to export oil and import the petroleum fuel. Within the first quarter of 2025 alone the cost of fuel imports dropped from ₦2.6 billion in the previous year down to ₦1.2 billion, resulting in savings of over ₦10 billion annually. As it was noted by Esan (2025), the process of shifting from "importing for consumption" to "local industrialization" is essential for transforming the expenditure for imports into the investment in domestic labor.
Also, at the sub-national level, such programs as the launch of "One Ward, One Smart Farm Estate" campaign initiated in Enugu State in 2025 demonstrate the country's renewed dedication towards diversification of the economy. Through the establishment of 260 farm estates with up-to-date irrigation and security features, Nigeria hopes to create 104,000 jobs for youths as well as revitalize the value chain of agriculture. This empirical observation is in line with the theory by Hausmann and Klinger (2007). They argued that development can be achieved by the importation of technology and machinery, which would make Nigeria transition from being a producer of "poor country goods" to one of "rich country goods."
This study is guided by the idea of sustainable development, as defined by Brundtland (1987): development must address current needs without limiting the ability of future generations to address their needs. In the Nigerian context, this would mean achieving a 'triple bottom line' balance between economic development, social equity, and environmental conservation. Applying Sen's (1999) capabilities approach, it is argued that Nigeria's successful transition towards sustainable development will be reflected in the expansion of opportunities available to the average person. With the global economy rapidly embracing the 'green approach,' the need for Nigeria to diversify its trading activities has never been so urgent.
1.3 Statement of the Problem 
Over the years, Nigeria has promised to diversify its economy and even embarked on several policies with this aim, including the Renewed Hope reforms of 2024-2026, but to no avail. Currently, the problem confronting the country can be described as that of "growth without development," in that, whereas there have been positive changes in macro-economic indicators, citizens continue to suffer. Whereas Nigeria saw a GDP growth rate of 3.84% in 2024 and continued to grow in 2025, the country saw its poverty levels increase as well to 56%. Furthermore, during the same period, an additional 20 million citizens fell into poverty. This reflects the hollowness of the economy, as wealth accumulation seems only to happen on the upper levels through the exploitation of oil and other high-level business services.
According to economic theory represented in the form of the Lewis (1954) Dual-Sector Model, a country undergoing development must move labor from less productive agricultural to more productive manufacturing industries. Yet, the transition is dysfunctional in Nigeria because the country's labor is being absorbed not by manufacturing but rather by informal services, such as selling goods on the streets and small-scale retail. Meanwhile, the share of the manufacturing industry in national income fell from 9.2% in 2018 to 8.6% in 2024, causing the loss of about ₦1.2 trillion during recent years. Without a sufficient industrial base, Nigeria cannot absorb its youth in gainful employment.
The country's problem is associated with the lack of diversification since Nigeria suffers from a trade-breadth structural trap. According to Chete et al. (2014), diversification requires imports of sophisticated equipment; however, the problem of limited foreign exchange resources caused by insufficient diversification means that those inputs will be more expensive for Nigerian companies. It may be stated that there is a double-edged sword because, on the one hand, local manufacturers need foreign materials, and, on the other hand, they cannot afford payments due to instability of the naira. The inability to transform the structure of imports from "consumption" to "industrialization" can be considered a major vulnerability.
In addition to the macroeconomic instability, the economic growth of Nigeria has continued to fail to deliver any significant improvements in human welfare, an issue that is referred to as growth without development in development economics literature. In spite of being Africa's largest oil producer and one of its leading economies, Nigeria was ranked 161st out of 193 countries on the Human Development Index (HDI) as at 2025, an indication that there has been insufficient investment in education, healthcare and social amenities relative to the resource endowment of the country. Indeed, this is in line with Sen's (1999) development as freedom approach which posits that true development cannot be measured in terms of economic growth alone, but in the improvement in capabilities and freedom of individuals such as availability of educational and healthcare opportunities. In Nigeria's case, the progress in these areas has been very dismal. Hyperinflation which rose to its highest level in 28 years at 34.8% in 2024 has continued to reduce the purchasing power of Nigerians and hence their freedoms particularly because they constitute the most disadvantaged section of society whose resources are largely used on basic necessities including foodstuff. Thus, the macroeconomic improvements made under the reforms being implemented have continued to elude the majority, hence the necessity for economic diversification for sustainable development.
Furthermore, the dependency of the Nigerian economy on crude oil as the principal source of income is a serious long-run structural risk that cannot be explained simply by the failure of domestic policies. Today, we witness a revolution in the global energy sector due to the increasing transition to renewable sources of energy, implementation of the green economy principles, and proliferation of electric cars in developed countries. According to the International Energy Agency (IEA, 2024), based on the currently announced trends, global oil consumption is expected to plateau and reach its peak in the latter years of the current decade because of the increasing competitiveness of clean energy and climate targets of the Paris Agreement. For a state whose income from crude oil makes up about 90% of foreign exchange revenues, the above trend bears existential economic implications. Thus, Nigeria does not face the problem of current dependency on oil, but it also faces the challenge of the structural and irrevocable decline in global oil relevance as the main source of income in the future.
The central question addressed by this research paper concerns the constant vulnerability of the Nigerian economy due to its under-diversification of exports and inadequate structure of imports that maintains dependency on foreign finished products instead of productive assets. The problem identified by the author is supplemented by a gap in the current empirical literature on the topic because although the number of publications on export diversification in Nigeria is increasing, there are no studies that investigate the impact of both export and import diversification on sustainable development as the multi-dimensional phenomenon. Existing papers either do not consider the mentioned variables together or focus on GDP growth as the sole indicator of sustainable development that does not cover the human welfare aspects of the concept. Thus, this research paper aims to address the identified gap in two ways – structural and empirical – in order to examine the impact of export and import diversification on sustainable development in Nigeria, measured with Human Development Index, during the period of 1995-2023.

1.3 Research Question
The study was focused at answering the following questions:
1. What is the effect of import diversification on sustainable development in Nigeria?
2. How does export diversification affect sustainable development in Nigeria?

1.4 Research Objective 
 The overall objective of the study is to estimate the influence of economic diversification on sustainable development in Nigeria. Specifically, the study is aimed at the following objectives:
1. Assess the impact of import diversification on sustainable development in Nigeria.
2. Analyze the impact of export diversification on sustainable development in Nigeria.
  
1.5 Research Hypotheses 
 The following null hypotheses are formulated to guide the study. 
H01: import diversification has no significant impact on sustainable development in Nigeria.  
H02: export diversification has no significant impact on sustainable development in Nigeria


1.6 Significance of the Study
The study has practical as well as theoretical importance for the Nigerian economy due to the fact that the problem of diversifying from the current oil-dependent state towards achieving sustainable economic development and growth is one of the most pertinent development challenges faced by Nigeria at present. Even though Nigeria experienced considerable economic growth in the recent past, which was based largely upon exporting its crude oil, such development did not bring about widespread welfare for the population of the country, and thus diversification towards sustainable development becomes an imperative. This study helps assess the extent to which restructuring trade might lead to sustainable development. Moreover, given that there is an increasing tendency to view diversification as a tool for achieving sustainability within developing nations, the importance of the study becomes even more evident.
As for its theoretical contribution, the study enriches the body of knowledge about economic diversification and development by focusing on sustainable development rather than simply on economic growth in general. Whereas quite a number of studies have considered the issue of diversification in connection with GDP growth or output increases, fewer studies attempted to look at how export and import diversification impact economic development broadly defined and including social and environmental aspects of development. Therefore, the present study provides important data about how restructuring trade may impact the issue of achieving sustainable development. Furthermore, the results obtained by the researcher can be further developed in other studies devoted to exploring similar issues elsewhere.
For policy makers in Nigeria, the insights gained as a result of examining the issue of export diversification will help understand how an increase in non-oil exports may provide stability to foreign currency earnings and support industrialization efforts and create new employment opportunities. Import diversification will show how changing the pattern of importations to favor more capital goods and technologies can lead to better production capacities in the country.
The importance of the study lies in the relevance to environmental and social policy issues. Sustainable development cannot be achieved by means of economic growth only; it must be growth that improves the living standards while saving natural resources. The importance of the current research is to identify that diversification might be one way for Nigeria to reach sustainable development which, in turn, helps to reduce poverty and create jobs and lower environmental pressure on oil-producing regions. Thus, the current study is relevant not only to economists but also to individuals interested in environmental preservation and social equality and national development planning in general.
 The significance of the study is due to the fact that it provides scientific evidence about whether economic diversification represents a viable approach for Nigeria to reach sustainable development. The outcomes are expected to have implications for the scientific discussion and policy development and help the country to develop sustainable economy.
 
1.7 Scope of the Study
This research aims to examine the role of economic diversification in the context of sustainable development in Nigeria. There are two main dimensions of economic diversification considered in the study: the export and the import diversification. The analysis of the export diversification is based on the idea of diversifying the Nigerian exports from crude oil to other products. The import diversification is studied in relation to the change in import structure, particularly, the introduction of productive capital goods and technologies.
In terms of geographical scope, the study is delimited to Nigeria, due to its continuous dependency on crude oil as well as efforts towards economic diversification through policy interventions. In temporal terms, the study covers the period from 1995 to 2023, owing to the consideration that the chosen time frame captures significant stages in the economic life of the country, especially after Structural Adjustment and following the oil price, trade policy, and current diversification changes. Sufficient information may be gathered for changes in the export/import pattern, as well as in the indicators of sustainable development, within this time span.
Regarding content delimitations, this study will focus on trade-based economic diversification. Political and security considerations have been incorporated into the study as background factors, but not as dependent variables. Diversification will not be examined from the micro-level perspective, that is, at the level of individual firms and households, but from the macro-level point of view, involving an overall national approach to the topic.















CHAPTER TWO
LITERATURE REVIEW
2.1 Conceptual Literature
2.1.1 Economic Diversification 
As a central theme in development economics, economic diversification deals directly with the evolution, survival and growth of an economy. Economic diversification can simply be defined as a situation in which an economy expands the range of productive activity and sources of revenue by moving away from being reliant on one main product or economic sector. Simply put, an economically diversified country is one where development and government revenues are not solely generated from one economic product or service, but rather many economic products. Economies achieve growth by moving into production and service industries that are diverse. Economic diversification, beyond the mere change in the statistics of an economy, is a survival strategy through which an economy is directed to broaden its focus from a highly concentrated structure to a much more diversified one (World bank, 2020).
The concept of economic diversification is intimately related to the idea of structural transformation. As economies grow, they normally reallocate their resources such as labour and capital, from less productive activities to more productive ones. Imbs and Wacziarg (2003), note that there is a pattern to diversification in which economies diversify when growing and then specialize when reaching very high-income levels. This implies that economic diversification does not only involve the doing of many things, but rather different things. This process of diversification can include producing higher value-added products, processing of raw materials, manufacturing, provision of more and better services and trade among others. Such processes help countries achieve higher incomes, better jobs, improved productivity and more robust production structure.
By looking at the dangers of non-economic diversification, one can understand the importance of economic diversification. If an economy is too specialized to one export commodity or economic sector, it becomes highly exposed to external shocks. Any drop in the world price of the commodity, a global recession, geopolitical tension and the rest could instantly impact the national income, budget, exchange rate and employment. As Sachs and Warner (1995) indicate, high dependence on natural resources especially crude oil and minerals results in volatile growth and poor economic management characterized by “the resource curse”. It becomes evident that economic diversification is important in the promotion of macroeconomic stability, reduction in vulnerability, creation of employment and achievement of sustainable development.
Economic diversification can take various forms, for instance, production diversification, which involves the expansion of production of an industry or firms outside one product; sectoral diversification where economic activities in the economy are broadly distributed among various sectors thereby raising their contribution to GDP and trade diversification where the structure of trade moves from being narrow to being much more diversified. In developing countries, trade diversification is highly important because it normally reflects domestic production and capability structure. United Nation Conference on Trade and Development (2016) explains that countries that tend to diversify their trade basket tend to technologically advance, integrate into global value chain and experience greater stability. In the context of trade diversification, there are usually two important aspects of diversification that are examined empirically namely export diversification and import diversification.
The importance of economic diversification becomes quite evident in the Nigeria case. For starters, Nigeria can be viewed as having embodied the warning tale of a country which has failed to make effective use of its economic diversification potential. Prior to 1970s, Nigeria used to thrive economically by being the largest producer of agricultural products such as groundnuts, cocoa, palm oil and cotton. Ever since the discovery of crude oil in commercial amounts in the late 1950s and oil boom in the 1970s, Nigeria’s economic structure has greatly been concentrated around petroleum exports. Currently, oil contributes the most in Nigeria’s revenue generation and foreign exchange earnings, whereas other sectors have been understated. During periods of high oil prices, there tends to be expanded public spending and economic growth; however, in instances when there are drops in the prices of oil, the Nigerian economy experiences recession, increased debts, exchange rate volatility and budgetary problems. This situation has been witnessed during the economic crises in the early 1980s, mid-2010s and during the recent economic turmoil caused by the COVID-19 pandemic shock to global oil demand.
Moreover, high dependence on oil revenues in the Nigeria’s economy has greatly hindered industrial development, local value addition and non-oil exports. While manufacturing in Nigeria is underdeveloped, agricultural production mostly involves activities that focus on primary production with minimal processing and importation of most of its consumer and manufacturing goods. As has been consistently noted by Ajakaiye et Ncube (2010), high dependence on oil revenues crowds out other sectors, highlighting economic complexity and discourages employment creation. Although the country has vast natural and human resources, high levels of unemployment and poverty continue to persist because the economy heavily depends on the income generated from one main volatile economic product.
As reflected in the Nigeria’s policy documents such as Structural Adjustment Program, National Economic Empowerment and Development Strategy (NEEDS), Vision 20:2020 program and Economic Recovery and Growth Plan (ERGP), the government has always recognized the need for economic diversification; however, this recognition has not been translated into action. Current efforts in the development of agriculture, solid minerals, manufacturing, technology and non-oil exports highlight the recognition that a country cannot rely exclusively on one economic product for sustainable development. Nevertheless, much needs to be done to avoid further economic vulnerability to fluctuations in the international market of oil. In the current study, economic diversification shall be understood from the perspective of Nigeria’s trade structure. Particularly, analyzed through two critical dimensions of it, namely export diversification and import diversification. 
2.1.2 Import Diversification
Import diversification is an aspect of economic diversification that is highly significant in understanding the structure of an economy. Import diversification involves the process whereby a country reduces its dependence on a limited variety of imported products or a limited number of trading partners by expanding the variety of goods and sources from which they are sourced. There has been some confusion of “getting products from more places”. Whereas, in development economics, it involves a strategic diversification of the structure of imports by moving from a condition of excessive reliance on imported consumer goods (food, refined fuel, textiles and others) to a condition where a wide range of intermediate goods, capital goods, consumer items and technologies are imported from several trading partners.
While import diversification might appear to be a statistic to be reported in Central Bank reports, the truth of the matter is that import diversification is an economic concept that is reflected in the everyday life of the citizens. In a developing country, import composition determines the cost of living and any change or disturbance in the few import commodities or trading partners would negatively affect the economy’s ability to generate adequate production, stabilize prices and create employment; thus, resulting in cost-of-living challenges. When countries are forced to import finished goods, rather than importing productive inputs, they export jobs and import inflation. On the contrary, countries which adopt import diversification as an approach by focusing on machinery and technologies, empower their engineers, mechanics and farmers to transform their import structure into employment opportunities (Hausmann & Klinger, 2007).
There are two main categories of import diversification. First, commodity diversification, which involves importing a variety of goods and services from other nations. The second is market diversification, in which a country imports from various market partners. In Hausmann and Hidalgo (2011)’s view, the countries that import many varieties of intermediate goods and technologies have the ability to learn the knowledge embedded therein, which in turn enables them to upgrade production and move into more sophisticated sectors.
The link between import diversification and development is quite straightforward; direct and indirect. First, a diversified import structure enables economies to have better access to intermediate goods and machinery required to revitalize industries and develop infrastructure. Moreover, it stimulates innovations, raises living standards, encourages the diffusion of technologies, thus increases the country’s productivity over time. Therefore, it protects a country against externalities. For developing countries, import diversification is often associated with industrialization programs, since industries depend on the import of capital equipment and advanced components which are yet to be produced locally. According to the World Bank (2020), countries that have diversified their imports are more integrated into global value chains and rarely face production bottlenecks; thus, giving their manufacturing sector room to operate.
The relevance of import diversification in Nigeria is best understood within the historical framework. To begin with, the discovery of crude oil resulted in a condition whereby the proceeds of the country’s high oil revenues were channelled to finance the lavish lifestyle of its citizens. Nigeria became a country that produces what it cannot consume (oil), and consumes what it cannot produce (petroleum products, rice, sugar, vehicles). Further, the nature and sources of these imports are normally narrow making Nigeria’s economy highly vulnerable. As noted by Albasu and Nyameh (2017), Nigeria’s import composition has remained rigid for the past years, focusing primarily on manufactured goods and food items. This implies that whenever a shock occurs in the country’s foreign exchange market, the import of these items becomes extremely costly for the citizens. For instance, the weakening of the naira would result in the skyrocketing of prices of bread and public transport services as these items are major imports. 
Additionally, import diversification becomes imperative considering that Nigeria highly depends on imports for the provision of its refined petroleum despite being the leading oil producer in the African continent. In the same way, high dependence on imports of food items and manufacturing goods is an indication of weak domestic production and inability to diversify its economy. Scholars in Nigeria have argued that in order to strengthen its industries, add value to its economy and become less vulnerable to external shocks, Nigeria requires an extensive diversification of its import structure by widening its import partners and the types of productive inputs it should be importing, especially machinery and technologies. The rationale behind the above argument is that imports of machinery and technologies will enable the learning, innovation and development of the basis of sustainable economic growth.
Currently, Nigeria government’s efforts to industrialize, promote backward integration and enhance local contents imply the need for diversification of its import composition. Central Bank of Nigeria (CBN) has adopted various forex restrictions in order to facilitate the import diversification process by stopping people from importing items that can be produced locally. The strategy is meant to promote the importation of machines which would enable local production of such goods; in other words, Nigeria has to stop importing to consume and start importing to industrialize. This process of import diversification will stimulate domestic production in agriculture, manufacturing and service industries. While the non-oil sector faces “the double-edged sword”, for import diversification to succeed, the economy has to import machines and raw materials that are necessary to enable its diversification. The fact of the matter is that the scarcity of foreign exchange resulting from a lack of export diversification makes import of these essential items highly expensive (Chete et al., 2014). 
Consequently, import diversification is conceptualized as a vital approach through which economic diversification can impact on sustainable development in Nigeria. It has to be understood as optimizing trade rather than simply closing down. In light of the fact that Nigeria needs to shift from a structure characterized by high concentration on imported consumer goods to a structure of importation of productive inputs such as machinery and technology, it is evident that import diversification in Nigeria is highly important in the pursuit of sustainable development. Examining how this process impacts on sustainable development would give us a deeper understanding of how close Nigeria is to realizing sustainable development. This chapter concludes with an exploration of how export diversification fits into Nigeria’s quest for sustainable development.
2.1.3 Export Diversification
Another key aspect of economic diversification is export diversification. It can be defined as a measure by which a country is protected against uncertainties by moving from the position of concentrating all its exports into one product or into one market destination to a broader range of exports and export destinations. In other words, instead of specializing in one particular commodity, a country exports many products, both primary commodities and manufactured goods, into many markets. When a country exports a variety of products, it makes its economy strong and immune against any sudden shock from the international market.
In most developing countries, foreign exchange earnings from exports are normally concentrated on one or two primary products. As a result, national income becomes highly volatile due to high fluctuations of prices of these products in international markets resulting in negative impact on foreign exchange earnings, government revenue and national income. Osuntogun et al. (1997) note that by diversifying its export structure, the country will be cushioned against the shock experienced in the global market. Otherwise, the country’s wealth and economy would highly likely experience a collapse. Export diversification can serve to cushion a country against any kind of shock in its foreign exchange revenue because the revenue coming from a variety of products will not be subject to the same fluctuations.
There are mainly two types of export diversification. First, product diversification, involves producing and exporting of a new set of products instead of a country sticking to a specific number of export products. For instance, a country which has traditionally exported only unprocessed cocoa can start exporting cocoa butter, chocolate and many other products. Second, is the market diversification in which a country’s export products are sold to a wide range of market destinations. An illustration is when a country that sells most of its cocoa products to Europe decides to sell cocoa to North American, Asian and the Middle East market in equal measures. Usually, these two processes go hand in hand. A country diversifies the variety of products that it exports to other nations and vice versa.
Apart from being a trade strategy, export diversification is a very critical element of industrialization and development of a country. Export activities in a developed country consist of various industries such as food processing, textile, chemicals, machinery and services. Therefore, through diversification, jobs, technology transfer and value addition are promoted, hence development of these sectors. Thus, in most countries, export diversification is both a trade issue as well as an issue of industrialization.
It is important to note that in the case of Nigeria, there is a lot of urgency for export diversification, especially in the quest for sustainability. Historically, during the 1960s, Nigeria used to be the greatest producer of agricultural products in the entire globe. During that period, the country’s economy was naturally diversified because all the production activities were undertaken by farmers throughout Nigeria. However, the oil boom in the 1970s has greatly changed the economic landscape of the country. The discovery of oil and consequent oil revenues has slowly eroded the other economic sectors, creating the phenomenon of a mono-product economy where petroleum accounts for about 90% of Nigeria’s foreign exchange earning. According to Imoughele and Ismaila (2015), although oil made the country wealthy, it made the country extremely vulnerable to external shocks; a phenomenon that it has not fully recovered from till today. Indeed, whenever there is a downturn in international oil prices, Nigeria finds it difficult to finance public expenditures and pay salaries to her citizens.
Understanding this situation requires an explanation of the two approaches to export diversification. The first one is known as “horizontal diversification” in which a country imports a greater range of products to the list; for example, besides crude oil, Nigeria can also engage in exporting of solid minerals such as zinc, gold, diamond and many others. However, what is more critical for Nigeria is the vertical diversification strategy. Vertical diversification is all about “adding value” to the production. Instead of selling raw cocoa beans to Europe only to purchase expensive chocolates, Nigeria can process these beans into chocolate and cocoa butter and sell the product back to Europe. Such an approach will not only bring more money, but it will enable the country to establish factories and employ millions of young people.
Here the connection between export diversification and sustainable development appears due to the notion of stability. In order for the process of development to be sustainable it must have the capability of maintaining itself for a long period of time without crashes. In the case of Nigeria’s economy, the present dependence on oil is not sustainable since oil is a “finite” source of energy, meaning that it will end one day. Moreover, nowadays the world is witnessing the rise of a “green” generation with electric cars and renewable sources of energy replacing the traditional oil. If Nigeria doesn’t start selling something else to the rest of the world, it may eventually find itself abandoned and forgotten in the world that no longer needs oil. By diversifying its export, Nigeria will gain new sectors, such as technology, creative industries and sustainable agriculture, that will allow to keep growing without damaging the environment or leaving no money for future generations. Overall, diversification shifts the country from the state of “good luck” (based on hope that oil prices won’t fall any more) to the state of “productivity” (based on ingenuity of the country).
Looking back at the development path the country has gone so far, it becomes clear that export diversification is the thing that the country needs in order to develop further successfully. In terms of the past experience, heavy dependence on a single primary commodity results in vulnerability, depreciation of currency, inflation and lack of job opportunities. By expanding the export base and increasing the variety of both exported goods and export countries, Nigeria can strengthen its currency, reduce inflation rates, provide more employment opportunities and decrease vulnerability to external shocks
2.1.4 Sustainable Development
Sustainable development is a global concept that addresses a basic problem of humanity: how can societies grow, improve the quality of people's life, and build modern economies without damaging the very basis that future generations will have to rely on? Indeed, development is not only about increasing the income level and building new cities but also about whether future generations will have clean air, fertile lands, functioning institutions, and opportunities. The definition of sustainable development was provided by the Brundtland Commission in its 1987 report stating that sustainable development could be called such that satisfied the needs of the present generation without limiting the capabilities of the future generations to satisfy their needs. There are two main ideas underlying this definition. First, contemporary generations deserve better lives with decreased poverty levels, improved service sector, and increased employment. Second, achieving these goals should not lead to depletion of natural resources, destruction of the environment, and economic systems that may fall apart at times of crisis. In other words, sustainable development implies long-term thinking and development of society that would bring immediate benefit to current generations without undermining the future of future generations.
In traditional terms, sustainable development includes three related aspects that represent three interlinked pillars. The first one is economic sustainability implying the creation of the economy that could last for the long time and generate employment, investments, and development without depending on some vulnerable and temporary basis. The second aspect, social sustainability, aims to improve people's lives with the help of development by checking whether it leads to access to healthcare and education, people's safety and fairness of treatment. Finally, the third pillar, environmental sustainability, highlights the fact that all economic activities depend on natural resources – land, water, forest, minerals, and climatic conditions, and therefore they need to be used carefully and not exhaustively. These three aspects are intrinsically linked to each other and ignoring any of them eventually undermines the rest. Thus, economic growth based on industry activities may have negative effects on health of people and lead to later economic problems. As a result, sustainable development cannot imply prioritizing any particular aspect of the process.
It is of utmost significance to maintain the balance between these important elements, which prompts international organizations to take practical measures towards ensuring sustainable development. One such tool that was set up in 2015 by the United Nations Sustainable Development Goals (SDGs) is a great example. SDGs recognize that development means something other than economic growth – it means poverty reduction, improvement in terms of health and education, equality, and environmental protection simultaneously (United Nations, 2015). In other words, the development level of a country should not be regarded as true if the country experiences growth in GDP and still faces such issues as poverty and environmental degradation. What is more, even regional organizations in Africa recognized the concept of sustainability. Thus, according to the United Nations Economic Commission for Africa, sustainable development is associated with structural transformation, as the economy should move from primary commodity dependency to diversity and productivity. It means that sustainable development is a particular approach to growing that is balanced and enduring.
In Nigeria, the development process is usually described as "growth without development." It means that while the country managed to earn much money because of the oil industry, many people did not feel any benefits. It is evident from the problem of unemployment and problems of the manufacturing industry. As Ogbuagu (2011) states, sustainability requires "inclusive growth" that is the formation of an economy where prosperity would be felt by farmers in rural parts of the country and entrepreneurs in urban areas. Economic growth is not regarded as sustainable if a lot of people remain poor as it can lead to social tensions and instability.
As was mentioned before, one of the aspects of sustainable development is environmental development. Decades of the oil exploitation in the Niger Delta resulted in numerous negative environmental effects. Repeated spills, gas flaring, pollution of the soil and water resources, and loss of arable lands and fishing grounds negatively affected ecosystems and people living in those areas. The communities used to rely on agriculture and fishing lost their sources of income, which led to social unrest and poverty. Thus, it is clear development that does not pay attention to the environmental aspect negatively influencing social life and economy of the country.
Hence, sustainable development is viewed as the goal to achieve in the future, where diversification is one of the major ways to get there. The progress of Nigeria cannot be assessed by high GDP numbers gained via diversification because the progress will be achieved in the situation when the economy of the country is diversified, social system is equitable, and environment is protected. Diversification becomes crucial for Nigeria because in terms of its conditions, the path towards that result is constrained by an excessive reliance on one commodity and, consequently, fragility of the economy. For the development to be sustainable, growth and income should come from different sectors, not from just one. In that sense, economic diversification, and especially export and import diversification, plays a key role.
2.2 Theoretical Literature
2.2.1 Dutch Disease Theory
Dutch Disease theory represents a very important theoretical basis of the economic problems in the countries rich in resources like Nigeria. The discovery of oil or any natural resource can initially seem like a good thing, but according to this theory, the development will go through the sequence in which a boom in the natural resource sector leads to undesired decline in other important sectors, for example, agriculture and manufacturing. The structural change takes place as the so-called blessing of resources turns out to be a burden on the productive base of the country.
The name "Dutch Disease" became popular after the story told by The Economist in 1977 about the discovery of huge reserves of natural gas in the North Sea. While the increase in national wealth took place, another process began: the increase in gas exports caused the appreciation of the Dutch guilder and made the other Dutch exports expensive, while the manufacturing sector declined and the unemployment rate increased.
 In order to address this “wealth outside and disease inside,” Corden and J. Peter Neary (1982) created a theory that is considered a “gold standard” in the understanding of the Dutch Disease theory. Instead of looking at the economy as one heap of money, they identified three separate “players” of the economic game. Three players helped identify three economic sectors. Booming sector (e.g. oil or gas) is the case of rapid growth of some natural resource in a sector. In the boom sector, there is a rapid income inflow from other countries. This kind of economy is also referred to as the booming tradable sector since its output is sold in the global market, and thus price of the product is set on the international basis. Lagging tradable sector (e.g. manufacturing or agriculture), are the domestic industries that fail to match the oil boom. Lastly, the non-tradable sector (e.g. services, construction, retail), consists of products that can be consumed locally only. The growth of this sector takes place due to the government pocket spending, causing prices and wages of service and urban activities skyrocketing and thus creating the illusion of growth in the economy, although it is the unbalanced one.
The essence of Dutch Disease can be easily defined by the statement that a country becomes poorer due to becoming rich with its natural resources. In case a country faces a rapid income growth from its resource(s), two effects are most common. Firstly, the resource-movement effect occurs. Since the booming sector has higher wages and attracts investments, labor and capital automatically flow from other productive sectors, for example agriculture and manufacturing. Governments also tend to favour the booming sector and ignore other ones. This kind of transition is called “direct de-industrialization.” As a result, these industries lack necessary manpower and investments in order to survive. Secondly, the spending effect appears. Inflated exchange rate leads to appreciation of the domestic currency. Spending that money locally causes the increase in demand of local services like construction and retail. The prices of these “non-tradable” goods are locally set and therefore they start to soar. Prices of the manufactured goods and crops are fixed globally and therefore cannot be increased to compensate for the cost rise and are therefore unable to compete internationally. Thus, these two effects reinforce each other. On one hand, booming resource sector grows and on the other hand, other tradable sectors shrink. As a result, economy becomes undiversified and relies on one commodity which makes it extremely vulnerable to any shocks in price. 
For Nigeria, the phenomenon of Dutch Disease is more than a theoretical concept – it is close to reality. In the 1960s, when oil was not yet the dominant commodity, Nigeria was known as one of the biggest exporters of cocoa, palm produce, rubber and groundnuts, providing the country with employment opportunities, earning of foreign exchange and regional development. However, with the emergence of the “Oil Boom” in the 1970s, the disease started to appear, according to Corden (1984). It was expressed in the process that he called “de-agriculturalization.” With the oil boom, the economic structure has been changed. Thanks to oil revenues, the naira was strengthened at various periods, and imports were cheap. Therefore, it was cheaper to import food and manufactured goods than to produce them locally. Gradually, agricultural and manufacturing sectors became weaker, and the oil was dominating in exports and state budget. The scholars noted that Dutch Disease appeared in the Nigerian economy (Otaha, 2012). Later, when oil prices decreased, the effects became evident. The revenue of the government collapsed, foreign reserves decreased, exchange rates depreciated sharply, unemployment grew and the living standard dropped.
Dutch disease theory is relevant to the topic of this research because it deals directly with the problem of export and import Diversification. Indeed, due to the dominance of oil industry in the economy of Nigeria, its exports consist almost entirely of crude oil and its imports grow because of the inability of local industries to compete and other tradable sectors of the economy, such as manufacturing and agriculture, are underdeveloped. As a result, the country experiences narrow export base and wide import dependence, what is actually opposite to the idea of diversification. This theory explains why it was hard for Nigeria to sell different kinds of products to other countries. Making Naira "too strong" due to oil booms, the country taxed its own farmers and manufacturers to death, making it practically impossible for them to compete abroad. Narrow export base is opposite to sustainability of the economy. After the price of oil decreases, the economy will have only "sick" agricultural sector without any other sources of foreign exchange and the resulting economic recessions. Diversification of exports becomes vital in order to revive those sectors that were crowded by the oil boom. Import diversification also plays an important role as it is risky for the country to rely on limited number of imported products and import partners. Therefore, Dutch Disease is not only explanation of what has already happened but justification for the need for diversification.
[bookmark: _Int_rLTftYTy]Finally, Dutch Disease has a considerable influence on sustainable development of the country. The idea of sustainable development presupposes growth that is sustainable, broad-based, labor-intensive and environmentally and socially balanced. Dutch Disease contradicts all these requirements. It creates an "enclave economy" where natural resource sector (oil in this case) employs relatively small part of population while there are millions of people engaged in agriculture. In this way, Dutch Disease results in inequality and migration from rural areas to cities in search for jobs. In order to cure Dutch Disease, Nigeria should use its wealth earned from natural resources to subsidize non-resource sectors. In this way, Dutch Disease is not only economic problem but also social and developmental one. It explains why countries endowed with natural resources suffer from poverty and unemployment.
In conclusion, Dutch Disease Theory provides us not only with warning but also with guidance. It warns us about the risks of being dependent on the single source of income that is natural resources and of being unable to diversify economy that may be caused by the boom of natural resource sector. In the meantime, this theory also gives guidance in diversification, especially of exports and imports.
2.2.2 Structural Change Theory
Where Dutch Disease theory outlines the way in which reliance on natural resources distorts the economy, the theory of structural change describes the traits of proper economic transformation. In other words, it describes how underdeveloped economies move from being traditionally engaged in primitive subsistence practices to becoming more modernized, urbanized, productive and diverse through manufacturing and service industries. From this perspective, development goes beyond the creation of additional wealth; it includes changing the nature of activities and ways of conducting them (Lewis, 1954; Chenery, 1979).
The structural change theory has two major premises describing how nations begin growing and changing their domestic economic structure: the dual-sector approach by Lewis and the patterns of development proposed by Chenery. The dual-sector model of development was created in 1954 by Sir W. Arthur Lewis and argues that the economy in a developing country consists of two distinct sectors: traditional agricultural sector and modern industrial sector. In the traditional agricultural sector, there is an excess of labor in many developing countries, giving rise to what is called "surplus labor". Development happens as the labor surplus moves to the industry, which pays better because it offers more productivity. Modernizing of the industrial sector through use of mechanization and new technology increases productivity and therefore allows to offer higher pay compared to subsistence farming. Thus, the resulting wage gap encourages the migration of people to urban areas and leads to skill accumulation, technological advancement and overall structural change of the economy.
As for Chenery's patterns of development, Hollis Chenery (1975, 1979) later expanded the theory of structural change beyond labor mobility and outlined a number of structural changes that happen to the majority of countries as the result of increasing per capita income. The key contribution of Chenery was in viewing development as a stage transition rather than wealth accumulation. He described ten fundamental development processes grouped in three main categories: Accumulation Processes, which require the increase in physical capital, revenues and education in order to improve the economic potential; Resource Allocation Processes, which involve the changing domestic demand structure (as per capita income grows, the demand for manufactures rises), production structure (from agriculture to manufacturing) and trade structure; and Demographic and Distributional Processes, which include urbanization and relocation of labor force to cities, demographic transition (decrease in birth and death rates) and changes in income distribution. Chenery argued that such transition is always "S-shaped" because nations go through investment and education transitions to become fully developed.
The main point of this theory is simple - development involves not only growth but also transformation. Such a transformation means the transition from low productivity to high one, from raw materials to added value, from informal to formal, from dependence on one product to diversification. The role of Structural Change Theory in supporting such an analysis consists in making economic diversification (an explicit mechanism of structural change) the key element of development. Thus, Export Diversification means that a country is able to export not only its raw materials (crude oil, cocoa beans, etc.) but also their processed versions (chemicals, chocolate, etc.). Consequently, Import Diversification allows getting technologies and equipment that help to perform such changes. A country that processes its raw materials or provides some ICT services demonstrates structural change. In contrast, the country that exports only raw materials is stuck in the primary sector.
Nigeria is a clear but rather problematic example of incomplete structural change. Until the time before the 1970s oil boom in Nigeria, agriculture and industry were interrelated. Farmers provided raw materials and labor for enterprises of the urban economy. With the money flows coming from oil, people have stopped to work on the farm which did not fit the Lewisian idea of the smooth transition from agriculture to industry. The result was such industrialization that was labelled as sluggish or defective.
Now, according to recent statistics, there is another and rather problematic structural change in Nigeria. It includes the movement of labor from the agriculture to some other spheres not including manufacturing. Actually, there is a massive inflow of workers to the services sector that usually provides low-quality informal jobs with very low productivity. Thus, the share of employment in agriculture decreased from 49.3% in 2000 to 35.2% in 2021 whereas the share of employment in the services sector increased up to 52.1%. Meanwhile, there are huge declines in the manufacturing sector that caused the loss of about ₦1.2 trillion in value between 2019 and 2023. Consequently, Nigerians leave low-productive agriculture and move to low-productive street trading instead of going to manufacturing that requires highly skilled work force.
Structural Change Theory has far-reaching implications for sustainable development in that development does not only require an increase in production, but a transformation in the quality of the economy to sustain development in terms of resilience, equity, and environmental sustainability. In the structural change approach, development in Nigeria requires moving from a dependence on primary products (oil) to secondary products. This will create economic linkages that will generate new industries and the decent work required for Sustainable Development Goal 8. Continuing to depend on imported secondary products and exporting primary products means being caught in what economists call a "low-productivity trap." Diversification of imports to include machinery and technology will help Nigeria build a productive base for processing its natural products.
In conclusion, Structural Change Theory proposes that development is not about spending but about structural building. That is, development is about the transfer of labor and capital to more productive sectors. The above discussion reveals that in order for Nigeria to develop sustainably, it must address its structural imbalance where it has over-reliance on services and oil production but lacks a developed manufacturing sector.
2.2.3 Sustainable Development Theory
Sustainable Development Theory has developed into the moral and ethical guide of modern development economics; whereby economic development is seen not only in quantitative terms but also in qualitative terms. It has shifted the debate from economic development in terms of the creation of wealth to a development model that integrates economic growth with social equity and environmental sustainability. The most famous representation of Sustainable Development Theory is the 1987 Brundtland Report, titled "Our Common Future." According to the report, sustainable development is defined as "development that meets the needs of the present without compromising the ability of future generations to meet their own needs" (World Commission on Environment and Development, 1987). There are two key aspects of this definition of sustainable development. First, the basic needs of people, particularly those who are poor, should be prioritized. Second, the resources of the Earth are limited and there are natural limits that limit the amount of development that can occur irrespective of technological innovation. In essence, sustainable development is a generational compact where modern societies do not act just as consumers of natural resources but as trustees for the next generation.
The most common way of understanding sustainable development is through its triple bottom line. This conceptual structure allows a deep structural analysis of interactions between the various aspects of development. It is composed of economic sustainability, social sustainability, and environmental sustainability, all of which form one framework. All three aspects of development are interlinked and dependent on each other and neglecting one leads to the vulnerability of the others. Economic sustainability does not only require the GDP growth but also entails meeting the needs and fulfilling human ambitions through increased production and stability. Social sustainability includes equal distribution of opportunity and outcomes, providing equal access to education, healthcare, and jobs. The development should guarantee the equity not only for current generations, but also for those coming after us, as the lack of justice limits any developmental efforts. Finally, environmental sustainability implies that the speed of resource use should not surpass the ability of nature to recover itself, as further environmental degradation leads to the reduction of economic activity and well-being, and no development can happen on account of environmental destruction (WCED, 1987; Daly, 1996).
One of the developments in the theory of sustainable development is the Capability Approach by Nobel Laureate Amartya Sen. According to him, it is not GDP increase, but rather the expansion of people's capability and freedom that determines whether a country is developing or not (Sen, 1999). According to his approach, poverty is not the lack of money, but deprivation of certain capabilities, including education, good health, active societal involvement, and decent employment. In the case of Nigeria, this approach gives an understanding of why there is a constant puzzle of "growth without development", when periods of high GDP increase because of oil exports are combined with unemployment, informality and lack of access to basic necessities. As a result, sustainable development means the transition to such a policy of empowerment of people through investments in human capital and building institutions of inclusive and safe employment.
The question of weak versus strong sustainability is especially important for resource-based countries in the context of the chosen theoretical framework. While weak sustainability implies that the components of natural capital (for instance, oil and gas) and the components of manufactured capital (roads and machines) are almost interchangeable, so that natural capital depletion can be acceptable, if it can be transformed into the infrastructure or financial capital. On the other hand, strong sustainability says that the components of natural capital are non-substitutable, as they provide certain life support functions that cannot be performed by manufactured capital (Pearce, Markandya & Barbier, 1994; Daly, 1996). The history of Nigeria's development is mostly consistent with the weak sustainability concept: the huge amounts of crude oil have been extracted and exported, but there were not enough investments made in environmental protection and restoration. Therefore, long-term damages have been caused to the Niger Delta ecosystems. In the view of strong sustainability, such irreversible impacts imply intergenerational inequality.
Sustainable Development Theory is extremely relevant to this research because economic diversification provides the means through which all three pillars of this theory can be pursued at once; namely, economic development, social equity, and environmental sustainability. In order for a truly sustainable Nigerian economy to emerge, the economy has to be diversified at least in regard to export/import composition in order to prevent the problem of chronic dependence on international fluctuations of oil prices that cause instability of state budget, difficulties with financial planning, and the inability to finance social welfare programs. In this context, export diversification adds to the economic aspect of sustainability through the expansion of sources of state revenue through various products other than oil. On the other hand, import diversification involves the simultaneous solution of problems in both economic and social spheres through the intentional transformation of the structure of imports in favor of capital goods instead of consumer goods. In this way, local production and employment possibilities are created and the productive capacity of the country is developed.
From this perspective, Sustainable Development Theory becomes an alternative approach to understanding the significance of economic diversification as not just the trade strategy, but the way of balanced development that takes into account environmental issues and creates opportunities for inclusive growth. This means that the success of long-term economic development in Nigeria will depend on conversion of natural resource wealth into productive capacity, human development, and proper management of environmental resources. In this respect, sustainable development theory becomes the conceptual framework for the main hypothesis of this paper – that both export and import diversification will produce important impacts on sustainable development results in Nigeria.
2.3 Empirical Literature
The literature on economic diversification and sustainable development spans multiple decades and includes different methodologies, locations, and outcome measures. Consistent with the theoretical framework presented in the previous section, which highlights the importance of export diversification, import diversification, and their joint impact on trade transition as key tools for sustainable development, the following review of the literature is structured according to the three themes covered by the research: the foundational evidence on resource dependence and structural transformation, the export diversification literature, the literature on import diversification and structural transformation, and the empirical evidence relevant to the Nigerian case. The review is structured chronologically, with references to papers published between 1995 and 2024.
The empirical foundations of the diversification-development discussion have been laid down in the groundbreaking paper by Sachs and Warner (1995). The cross-country study has shown that countries characterized by abundant natural resources, especially oil, had significantly lower GDP growth rates than those with limited resources. Using cross-country panel data, they found that resource-dependent economies experienced more slowly progressing structural transformation, poorer institutional development, and higher income volatility. Their results have provided the first robust empirical evidence for the resource curse theory and showed the theoretical need for diversification as a means of development.
In the continuation of the evidence on the resource curse theory, Gylfason (2001) performed an extensive empirical analysis of 85 countries and showed that natural resource abundance crowds out investments into human capital development. Countries with heavy reliance on export of primary commodities spend much smaller part of their budget on education, which leads to a decrease in enrolment and poorer institutions in the long run. This is very important evidence for Nigeria, explaining the lack
 In addition to its importance for the theory of structural transformation, Imbs and Wacziarg (2003) delivered seminal empirical work by showing that per capita income has a U-shaped relationship with sectoral concentration based on a wide cross-country dataset. From the analysis, we understand that Nigeria as a lower middle-income country is in the phase of economic development during which sectoral diversification should be taking place. The existence of the oil-based concentration in the Nigerian economy is the structural feature of its development path that differs from empirically observed one. This research aims to quantify the difference using EXPDI and IMPDI measures.
According to Ajakaiye and Ncube (2010), empirical data in Sub-Saharan Africa indicate that a heavy dependence on revenues from the commodity export crowds out other sectors, makes economy less complex, and decreases job creation. In other words, based on the data about infrastructure and sectors in African countries, they demonstrate that resource-dependent nations have worse results in terms of human development than their diversified counterparts even when controlling for the level of income. This crowding-out effect is relevant for the experience of industrial underdevelopment and unemployment in Nigeria despite its abundant oil revenues.
The issue of export diversification and economic growth was addressed by Lederman and Maloney (2007) who used the econometric methodology to analyze the cross-country data and found that export diversification is strongly related to GDP growth through productivity and technology spillover effects. Notably, the researchers refute the Heckscher-Ohlin law of comparative advantage specialization according to which premature specialization in primary goods can lead to low productivity equilibrium. This structural problem is also discussed in the conceptual literature in Section 2.1.3 as being typical for Nigeria’s oil boom.
In addition to macroeconomic stability, Hesse (2008) performed cross-country regressions to prove that diversified export structures are statistically significantly resilient to macroeconomic instability—one of the key components of the economic pillar of sustainable development according to Section 2.1, Sustainable Development Theory. Concentrated export economies showed much higher levels of output volatility, making fiscal forecasting much more complicated in the long run. The finding resonates well with Nigeria’s experience, in which case the fiscal revenues and foreign currency income depend heavily on the prices for the world oil market—that is, the key source of vulnerability pointed out in the conceptual section as the main reason to diversify the exports.
Osuntogun, Edordu, and Oramah (1997) cited in Section 2.1.3 were among the first who provided empirical studies of export diversification specific to Nigeria. In their research, the researchers proved that the expansion of Nigeria’s non-oil export structure would make it considerably more resilient to fluctuations in foreign currency income. The structure of export was analyzed and found highly concentrated on the oil exports; therefore, it was concluded that, unless the development of non-oil exports such as agricultural and light manufacturing would occur as a result of policy efforts, Nigeria would remain always vulnerable to shocks considered as unsustainable in the conceptual framework. The results have an empirical significance for the dataset of the study used for the period 1995-2023.
Herzer and Nowak-Lehmann (2006) analyzed the export diversification–growth nexus using cointegration and error-correction models and proved robustly that the diversification into non-traditional exports had a considerable effect on GDP growth in the long run. Even though the research was specific to Chile, the methodological approach used in the study—such as the use of time-series econometrics to analyze the long-run relations—is widely used in the African diversification research and directly used in the current study via ARDL approach. The key conclusion of the research is that the export structure width, not volume, defines the GDP growth in the long run and supports the argument from Section 2.1.3.
Analysis was carried out by Amoro (2020) in 15 member states of ECOWAS (one of which is Nigeria) which proved that export diversification contributes to economic growth in general but in a non-linear way. Specifically, positive contributions of export diversification to the economy can only be gained up until the point where diversification reaches its critical structural level, after which further diversification without proper institutions can lead to declining benefits. This non-linearity is directly relevant to the policy analysis of this research as it warns against the idea that every amount of diversification guarantees development and suggests that institutional quality and coherence as outlined in Section 2.1.3 act as a key mediating factor.
In their work, Nkurunziza and Ngaruko (2008) studied how trade policy and the composition of exports affect growth outcomes in Sub-Saharan African countries and discovered that countries that manage to diversify their exports past primary products grow faster and more inclusively. It was shown that poor governance significantly decreases benefits from diversification, something that is clearly seen in Nigeria's history of making announcements about diversification policies such as Structural Adjustment Programme, Vision 20:2020, and most recently ERGP without corresponding effective implementation as pointed out in Section 2.1.1.
Finally, Sultanova and Naser (2024) used panel data analysis globally and revealed that export diversification helps to reduce reliance on one natural resource which leads to better ecological results and environmental governance. Diversified export portfolio countries were shown to be investing more in environmental regulation and green technologies as they have less dependence on revenue from sources that incentivize over-exploitation of natural resources. This finding extends the export diversification argument to the environmental aspect of the Triple Bottom Line theory that serves as a foundation for Sustainable Development Theory in this research.
Abu, Idoko, and Adama (2024) provided the most relevant empirical evidence directly related to the research, proving via econometric analysis that the growth of non-oil exports positively affects the sustainable development in Nigeria measured via the Human Development Index and income per capita. In particular, the authors stated that the diversified set of exports brings additional employment opportunities and income that lead to a better HDI performance. However, the crucial aspect is that macroeconomic stability is required in order to see this effect. Thus, it supports the argument presented in section 2.1.3 regarding the necessity to maintain the good fiscal policy in order to increase the diversity of exports, which is one of the reasons for including the GDP variable in the model of this study.
In favor of using import diversification as a tool for the development of countries, Cadot, Carrère, and Strauss-Kahn (2011) argued that both import and export diversification are important factors for technological upgrading in developing economies. The authors claimed that import of capital and machinery allows countries to create a productive potential that enables them to work with the natural resources. It clearly supports the concept discussed in section 2.1.2 that the country should move from import of consumer goods to import of productive inputs. Regarding Nigeria, this lack of changes in the composition of imports makes the country to import the goods that can be produced, and to export the goods that cannot be processed.
According to Hausmann and Hidalgo (2011) mentioned in section 2.1.2, import of the variety of intermediate goods and technologies is connected with the development of the ability of countries to acquire the knowledge contained in imports that helps to upgrade the production and enter more complicated sectors. This empirical evidence supports the concept about the role of the composition of imports in the productive capabilities of a country – those countries that import machinery and technologies have engineering and manufacturing bases that help them to industrialize, while those that import consumer goods have structural dependence.
Albasu and Nyameh (2017), cited in Section 2.1.2, offer empirical proof that the import composition of Nigeria is rigid since the composition includes mainly manufactured products and food products instead of capital goods and technologies. According to Albasu and Nyameh, such rigidity makes Nigerian economy highly sensitive to the foreign exchange fluctuations: when the value of naira falls, the costs of such products increase substantially, making the cost of living higher and reducing household welfare. This empirical observation forms the backbone of the current research hypothesis, which emphasizes that the import diversification towards the productive inputs is equally important as export diversification for sustainable development.
In Chete et al. (2014), cited in Section 2.1.2, the issue of Nigeria's industrial development was studied, and it was found out that the scarcity of foreign exchange, caused by oil-driven exports, makes the importation of necessary machinery and raw material unaffordable, thus, creating a self-perpetuating vicious cycle: Nigeria needs to import the machinery in order to diversify its economy, but due to lack of diversification, it cannot afford such machinery because it lacks foreign currency. The mentioned problem, as stated in Section 2.1.2, helps to understand the relationship between IMPDI and sustainable development empirically. 
In their study of the oil price-exchange rate-growth nexus in Nigeria, Ogundipe et al. (2014) found out that volatility in oil prices leads to the exchange rate fluctuations which, in their turn, hinder investments in non-oil tradable industries, including the imports of capital goods needed for import diversification. The findings of this paper help to understand the mechanisms through which the oil dependence impedes the import diversification, i.e., the exchange rate uncertainty raises the costs of the productive machinery imports, which makes firms reluctant to invest in the upgrading of production structures. Thus, oil dependence and import under-diversification are seen as mutually perpetuated structural traps.
Akinlo (2012) analyzed the relationship between oil revenue and the growth of non-oil sectors in Nigeria using the Vector Error Correction Model (VECM). In doing so, the author was able to detect the existence of a statistically significant negative effect of oil dominance on manufacturing and agricultural production in Nigeria. It is important to note that there is asymmetry in this relationship: oil booms had done more harm to non-oil sectors than oil busts have helped them recover; thus, Nigeria suffers from structural irreversibility in deindustrialization processes. Asymmetric Dutch Disease effect further corroborates the necessity of economic diversification stated in sections 2.1.2 and 2.1.3 and explains the need to choose 1995–2023-time range for the current study because it includes many booms and busts which structural consequences can be traced in HDI figures.
In Iyoha and Oriakhi (2012) the authors analyzed the effect of economic diversification on poverty reduction in Nigeria through household survey data. In doing so, the researchers found that more diversified regions had significantly lower poverty headcount ratios compared to oil-producing regions. This surprising result – that oil-producing regions had lower welfare indices than diversified regions – confirms the growth-without-development paradox introduced at the beginning of the study and proves that HDI, but not GDP, should be used as a dependent variable because otherwise, this would be obscured by GDP figures. 
Olomola and Olagunju (2021) used the ARDL approach – similar to this study – to prove the existence of a statistically significant negative long-term relationship between oil revenue and agricultural production in Nigeria. It was found that historically oil revenues contributed to appreciation of the real exchange rate which resulted in pricing Nigerian agricultural exports such as cocoa and groundnuts out of international markets. Thus, the existence of Dutch Disease confirmed using the ARDL approach gives a precedence to the approach chosen for this study and supports Dutch Disease Theory introduced in Chapter Two.
Nwosa (2021) examined the effect of sectoral diversification on human development indicators in Nigeria utilizing a panel dataset of all 36 states and the Federal Capital Territory in Nigeria. According to the research findings, states with economies of high level of diversification possess relatively higher HDI ratings, featuring greater life expectancy, literacy, and income levels per capita. These findings corroborate the hypothesis stated in Section 2.1 according to which diversification is conducive to sustainable development both directly due to growth in GDP as well as indirectly due to distributional and social factors that GDP does not measure.
Okonkwo, Idika, and Kalu (2024) have established that the diversification in Nigeria’s agro-processing industry serves as an effective tool for reduction of poverty and improvement of food security situation in the country through employment creation, especially among women and rural youths. This finding supports the connection between export diversification and the social dimension of sustainable development described in Section 2.1.3. Specifically, it refers to the vertical diversification in agricultural products. At the same time, it should be noted that such effects are conditioned by additional investments in rural infrastructure.

2.4 Research Gap
Although there is a lot of literature about diversification discussed above, in Nigeria most research studies concentrate primarily on export diversification; import diversification, which implies shifting from consumption of ready products to imports of technology for domestic production capacity, is mostly ignored or is discussed as the secondary issue. This study fills such gaps and evaluates joint impact of both import and export diversification within the sustainability framework, where population growth and GDP are taken as the control variables. 


CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Research Design
For this study, a quantitative research method design, more specifically the ex post facto research design, was adopted to examine the effect of economic diversification on sustainable development in Nigeria using annual time series data from 1995 to 2023. The use of quantitative research method is considered suitable because it allows the use of statistical and econometric tools to objectively analyze the association between the variables of the study.
The time series research method design will be used to examine how the variables change over time. The time series research method is ideal since it helps to analyze the interrelationships of the variables of interest- sustainable development, export diversification and import diversification, while controlling effects for GDP and POPG. The time series research design makes it possible to analyze the short-run and long-run relationships of the variables through the ARDL estimation approach.
3.2 Theoretical Framework
This study is based on the theoretical foundation of the structural transformation theory. This theory posits that sustainable development can be achieved through shifting of the economic activities of a country from the production of only low-productive goods to other productive activities. According to Lewis (1954), economic development is attained by transferring resources from traditional sectors to more productive sectors that would earn more income, employment and improved standard of living.
The essence of the theory is that economies would develop when they shift from over-dependence on one particular sector and expand productive activities in different economic sectors. This means that economic development takes place through broadening of economic activities.
From this theory, Chenery (1979) advanced the argument that economic development is marked with structural transformation in the fields of production, trade, consumption, and employment. According to him, economic activities diversification is needed to attain improvements in economic productivity, reduce economic vulnerability and achieve sustainable development. He further noted that economies with diversified production and trade are able to develop better than those with non-diversified production and trade. 
Considering the foregoing, this study is pertinent since the theory argues that diversification of export and import patterns is a pre-condition for sustainable development through improved productivity, reducing vulnerability to economic shocks and improved welfare outcomes. Given the fact that the economy of Nigeria has always depended on the crude oil as its major export, diversification of the economy is expected to stimulate development. Therefore, the theory provides the basis for measuring the effect of export diversification and import diversification on sustainable development measured by HDI while holding the effect of GDP and population growth constant.
3.3 Model Specification
In this part, we state the mathematical model used for investigating the influence of economic diversification on sustainable development in Nigeria. To achieve this study, a quantitative ex-post facto design was adopted. The study relied on annual time series data of annual data from 1995-2023 obtained from secondary sources. Human Development Index (HDI) was adopted as proxy for sustainable development (considering Health, education and economy) while Export Diversification Index (EXPDI) and Import Diversification Index (IMPDI) are chosen as core independent variables with Real GDP and Population growth rate (POPG) as the control variables.
The functional form is expressed as:
HDI= f(EXDIV, IMDIV, GDP, POP)......(i)
Where:
HDI = Human Development Index (proxy for sustainable development)
EXDIV = Export Diversification Index
IMDIV = Import Diversification Index
GDP = Gross Domestic Product
POP = Population
The linear model is stated as:
HDIₜ = β₀ + β₁EXDIVₜ + β₂IMDIVₜ + β₃GDPₜ + β₄POPₜ + μₜ......(ii)
Where:
Β₀ = Constant term (intercept)
Β₁–β₄ = Coefficients of explanatory variables
Μₜ = Error term
T = Time period
3.4 Method of Evaluation
3.4.1 Preliminary Test
3.4.1.1 Unit Root Test
Before undertaking regression analysis, evaluation of the stationarity of the time series data for 1995-2023 period becomes important. Stationary variables are those which have constant mean, variance and autocorrelation structure over time. However, time series data usually tend to contain trends and random walks, and ignoring these trends/random walk patterns can result in spurious regression.
This study employs the Augmented Dickey-Fuller (ADF) test to measure stationarity. The null hypothesis of the test states that a particular variable, either HDI, export and import diversification, GDP or population, has a unit root. In case the variable does not become stationary at its level, then differencing is done until stationarity is achieved. An essential requirement for constructing a long run relationship in the regression model is that all variables must be integrated of the same order.
Decision Rule: Stationary variables will have a p-value below 0.05 while non-stationary will have a p-value above 0.05.
3.4.1.2 Cointegration
After testing stationarity using the Unit Root test, the next thing that will be done is checking for any long-run relationship between economic diversification and sustainable development. Even in cases where the variables under consideration have experienced fluctuations over time, there can still exist some form of movement that indicates the existence of a long-run relationship among them.
In this case, the ARDL (autoregressive distributed lag) Bounds test will be used for the analysis of cointegration. The choice of this particular technique becomes quite apt due to the nature of the data since it generates reliable results regardless of whether the variables are stationary in level or in first difference or both.
Decision Rule: The inference will be drawn by checking whether the calculated F-statistic is above or below the critical values. In case the F-statistic is above the upper bound, then we reject the null hypothesis and conclude there is a long-run relationship. When it is below the lower bound, we fail to reject the null hypothesis and conclude that there is no long-run relationship.
3.3.1.3 Autoregressive Distributed Lag Model
In order to examine the effect of trade diversification on sustainable development in Nigeria, the Autoregressive Distributed Lag (ARDL) model by Pesaran, Shin, and Smith (2001) will be used. One of the strengths of the ARDL model is its ability to deal with cases where some of the variables are of different levels of integration I(0) and I(1), with none of the variables being I(2). This feature makes the ARDL approach appropriate for analyzing time-series data in macroeconomics as used in this research work. Additionally, the ARDL method is very effective even with relatively smaller sample sizes as used in this paper, which consists of 29 years of data (1995–2023).
Therefore, the ARDL model specification used in this paper is generally specified as follows:

 Where:
· Δ = First difference operator; 
· HDI = Human Development Index; 
· IMPDI = Import Diversification Index; 
· EXPDI = Export Diversification Index; 
· GDP = Gross Domestic Product; 
· POPG = Population Growth Rate; 
· α₀ = Constant term; 
· α, β, γ, δ and θ = Short-run dynamic coefficients; 
· λ₁–λ₅ = Long-run coefficients; 
· εₜ = Error term; 
· p, q₁, q₂, q₃, and q₄ represent the optimal lag lengths selected using the Akaike Information Criterion (AIC).
3.4.2 Economic criteria 
3.3.2.1 A-Prior test 
	Variables 
	Expected sign

	EXDVI
	Positive

	IMDVI
	Positive

	GDP
	Positive

	POP
	Negative



These are the criteria that form the basis of the empirical analysis. If the findings meet these criteria, then they confirm the conformity of Nigeria's trade and economic practices to the established development theories. On the other hand, if they do not meet these criteria, then it means that there are special characteristics of Nigeria's economy that should be discussed in the findings section.
 
3.4.3 Statistical Criteria Test
 3.4.3.1 Student t-test
After the estimation of the ARDL model, the t-test is used to test the significance of each individual coefficient at the 0.05 level of significance. If the t-statistic is high enough or the p-value is less than 0.05, then the null hypothesis is rejected. This means that the variable is significant and has an effect on the dependent variable. If this is not the case, then the variable is not significant and is considered to be having no effect on the dependent variable.
3.4.3.2 F-test 
This tests the overall validity of the ARDL model. The test aims at determining whether the independent variables account for the changes in Nigeria's Human Development Index. If the F-statistic is significant (or p-value is less than 0.05), then it means that the selected framework is a valid tool for analyzing Nigeria's economy. If the model is not significant, then it means that the model is not just a collection of randomly collected data, but a robust system of relationships between the variables.
3.4.3.3 R² 
Measures how well the model’s predictions match with actual observations. R² measures the degree to which the independent variables explain the total variability in the dependent variable (HDI). The higher the value of R² close to 1, the better the model’s ability to explain variability in the dependent variable, showing a good fit. In contrast, an R² close to 0 means that the model’s predictions do not fit very well with the observations, which means the model poorly fits.

3.4.4 Econometric test (second order)
3.4.4.1 Autocorrelation Test
Autocorrelation helps to check whether the residuals of the model are correlated with its lagged values. In other words, the Breusch-Godfrey Serial Correlation LM test is used to check for the presence of autocorrelation among the residuals of the ARDL model. Hence, if the Breusch-Godfrey test confirms the existence of autocorrelation, then it can be said that the model did not include all the available information in the dataset, leading to biased standard errors and hypothesis testing.
Decision Rule: The null hypothesis is accepted if the p-value corresponding to the test statistic is greater than the 5% level of significance, implying the absence of serial correlation between the residuals of the model.
3.4.4.2 Heteroskedasticity
The Breusch-Pagan-Godfrey test is applied to check heteroskedasticity in the ARDL model residuals. This test is used for the testing of homogeneity of variance of the error term.
Decision rule: If the p-value of the test is more than 0.05, the null hypothesis of homoskedasticity is not rejected, which means the variance is constant (no heteroskedasticity). Checking homoskedasticity is very important because it guarantees that the ARDL model precision is not affected by time-variant variance of the error during the period 1995-2023. If the p-value is less than 0.05, then the null hypothesis is rejected and there is heteroskedasticity.
3.4.4.3 Normality Test
In order to check the normality of the residuals in the ARDL model, the Jarque-Bera (JB) test is applied. This test checks the normality of residuals by checking skewness and kurtosis of the distribution of residuals (symmetry of the distribution).
Decision rule: If the p-value is greater than 0.05, the null hypothesis is accepted, and this means the residuals are normally distributed and the model behaves properly and the conclusions of the study are reliable. If the p-value is lower than 0.05, the null hypothesis of normality is rejected and there are extreme shocks/outliers in the Nigerian economy.
3.5 Data Source Table
	Variables
	Sources

	Sustainable Development (HDI)
	United Nations Development Programme (UNDP)

	Export Diversification
	United Nations Conference on Trade and Development (UNCTAD)

	Import Diversification
	United Nations Conference on Trade and Development (UNCTAD)

	Gross Domestic Product
	World Bank

	Population Growth
	World Bank






CHAPTER FOUR
PRESENTATION AND DISCUSSION OF RESULTS 
4.1 Introduction
In this chapter, the analysis of the results obtained is presented to evaluate the effect of diversification of imports and exports on the sustainable development of Nigeria from 1995 to 2023. For this purpose, an advanced econometric approach was utilized in order to establish the reliability of the results. This chapter endeavors to link economic theory with the actual economy of Nigeria.
4.2 Presentation of Descriptive Statistics
	
	Mean
	Std Dev
	Skewness
	Kurtosis
	Jarque Bera
	Probability

	SD
	0.482759
	0.060172
	0.065463
	2.662710
	0.158178
	0.923958

	IMPDI
	0.420690
	0.041225
	1.447136
	3.094203
	10.13270
	0.006305

	EXPDI
	0.851724
	0.050855
	-0.069007
	1.004762
	4.833362
	0.089217

	GDP
	4.334483
	3.958650
	-0.040240
	4.683096
	3.430808
	0.179891

	POPG
	2.575862
	0.248790
	-0.923083
	2.491656
	4.430646
	0.109118


Source: Author’s computation using EViews 9/Excel (2026)
A review of central tendency and dispersion results points at different levels of stability and volatility of the studied variables. The Export Diversification Index (EXPDI) holds the top relative mean position equal to 0.851724. Together with a low standard deviation of 0.050855, this result means that Nigeria’s export structure has been consistently moving around the historical benchmark with a low level of structural divergence over 29 observations. Similarly, the Sustainable Development (SD) index has a stable baseline mean of 0.482759 with a standard deviation of 0.060172, reflecting a low level of dispersion of the main sustainable development indicator of the country historically. The Import Diversification Index (IMPDI) has a mean of 0.420690 and the lowest volatility in absolute terms, with a standard deviation of 0.041225. An exceptionally low level of dispersion here indicates highly rigid patterns of imports with little variation on an annual basis.
As opposed to the stable indices mentioned above, Nigeria’s Economic Growth (GDP) has a mean growth rate of 4.334483% combined with a significant standard deviation of 3.958650. A broad level of dispersion here implies the pronounced macroeconomic volatility of the economy historically confined between a peak of 15.3% and a trough of -6.4%. As opposed to that, Population Growth (POPG) shows a consistent and highly predictable demographic trend growing at an average rate of 2.575862% with a relatively low standard deviation of 0.248790.
In addition to measures of central tendency, the nature of distribution offers some valuable information on symmetry and the behaviour of the tails of each distribution. With regard to skewness, the Sustainable Development index and the Export Diversification Index have values close to zero (0.065463; -0.069007) and therefore demonstrate near symmetric distributions. GDP growth rate is left-skewed (-0.040240), while Population Growth demonstrates strong left-skewness (-0.923083). On the other hand, the Import Diversification Index is positively skewed (1.447136).
Kurtosis measures reveal even more distinctive structural features. The Import Diversification Index has a kurtosis of 3.094203, which is nearly normally distributed (mesokurtic). Sustainable Development index (2.662710) and Population Growth (2.491656) show platykurtic nature of their distributions (kurtosis below 3.0). The Export Diversification Index shows a platykurtic kurtosis (1.004762), meaning an extremely flat distribution. On the contrary, Economic Growth is strongly leptokurtic, with a kurtosis of 4.683096.
To test the variables against the Gaussian normal distribution, a Jarque-Bera (JB) test has been performed under the critical level of significance of α = 0.05. The null hypothesis (H0) states that the distribution is normal. As a result, Sustainable Development index (p = 0.923958), Economic Growth (p = 0.179891), Population Growth (p = 0.109118) and Export Diversification Index (p = 0.089217) with respective p-values above 0.05 do not reject H0 and prove normality.
Only Import Diversification Index with a high JB statistic of 10.13270 and a very low p-value of 0.006305 does not confirm the normal distribution. This fact is explained by its high skewness and structural rigidity. The patterns of Nigeria’s import concentration have proven to be not normally distributed and instead are controlled by some macroeconomic dependencies.
4.3 Unit Root Test Analysis
 To estimate the ARDL model, it is essential to first check the stationarity of the variables to prevent spurious results from the time series data.
	
	LEVEL FORM
	FIRST DIFFERNCE
	

	Variables
	ADF Stats
	5% Critical level
	Prob.
	ADF Stats
	5% Critical level

	Prob.
	Remark

	SD (HDI)
	-0.731
	-2.971
	0.822
	-5.699
	-2.976
	0.0001
	I(1)

	IMPDI
	-1.829
	-2.971
	0.3590
	-5.063
	-2.976
	0.0003
	I(1)

	EXPDI
	-2.353
	-2.971
	0.1633
	-6.181
	-2.976
	0.0000
	I(1)

	GDP
	-2.976
	-2.971
	0.0495
	-4.632
	-2.986
	0.0012
	I(0)

	POPG
	-0.141
	-2.976
	0.9348
	-2.869
	-2.976
	0.0623
	I(1)


Source: Author’s computation using EViews 9 (2026).
From the table (Table 4.3), the conclusion is drawn that the variables are a mixture of integrated variables of I(0) and I(1) forms. In particular, real GDP (GDP) is said to be stationary in the level form, I(0), since its probability value is less than 0.05. On the other hand, HDI, IMPDI, and EXPDI have been proved to be non-stationary in their levels since their probability values were above 0.05 but become stationary after the first difference as their probability values are below 0.05, hence are of order I(1). As far as POPG is concerned, although its probability value at the first difference form (0.0623) is slightly above the usual 0.05, it is considered to be stationary at the 10% level of significance. Since this data is of population type, the finding is not unusual according to empirical evidence. 
Most importantly, these findings offer strong empirical support to use the ARDL Bounds Testing for cointegration in order to test the long-run relationship between export and import diversification and sustainable development. 
4.4 ARDL Bound Test for Cointegration
In order to know whether there is any long-run equilibrium relationship between the variables used, the ARDL Bounds Test for cointegration was conducted.
	F-Statistic
	0.392740

	K
	4

	Critical Value Bounds
	Lower Bound I(0)
	Upper Bound I(1)

	10%
	2.45
	3.52

	5%
	2.86
	4.01

	2.5%
	3.25
	4.49

	1%
	3.74
	5.06


Source: Author’s computation using EViews 9 (2026).
In the above table, the computed value of F-statistic of 0.392740 is way below the lower bound critical value (I(0)) of 2.86. Therefore, based on the decision rule of ARDL Bounds test, the null hypothesis that states the absence of any long-run relationship cannot be rejected. This means that during the analyzed period there exists no such kind of stable, long-run cointegration relationship between the diversification of imports and exports and sustainable development in Nigeria. Even if the above-mentioned variables can have some short-run fluctuations or temporary relationship with each other, they still do not possess any inclination towards forming a long-run equilibrium. Thus, any trade-led development policies in Nigeria might not have had any structural impact on sustainable development.

4.5 Results of Short Run Dynamics Analysis/ ARDL Regression Estimation
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	D(EXPDVI)
	0.086532
	0.203817
	0.424557
	0.6762

	D(IMPDVI)
	0.206876
	0.170437
	1.213799
	0.2405

	D(GDP)
	0.001323
	0.001700
	0.778171
	0.4466

	D(POPG)
	0.234249
	0.117055
	2.001192
	0.0607

	D(POPG(-1))
	-0.161924
	0.116751
	-1.386920
	0.1824



Source: Author’s computation using EViews 9 (2026).
4.6 A-Priori Test
	Variables 
	Expected Signs
	Actual signs
	Coefficients

	EXDVI
	+
	+
	0.086532

	IMDVI
	+
	+
	0.206876

	GDP
	+
	+
	0.001323

	POP
	-
	+
	0.234249



4.7 Statistical Test
4.7.1 Test for Significance using Student’s t-Test
The lagged sustainable development (SD(-1)) variable was found to have positive and statistically significant impact at 1% level (p=0.0001), which clearly indicates path dependency in the case of sustainable development in Nigeria. Both export diversification (EXPDI) and import diversification (IMPDI) were found to have positive but statistically insignificant impact, with their probability values being 0.6762 and 0.2405 respectively. This suggests that the attempts made by Nigeria towards diversification have failed to make any visible impact on sustainable development in the short run. On similar lines, GDP growth was found to be positive but insignificant (p=0.4466), highlighting the paradox of growth without development in Nigeria. Lagged import diversification IMPDI(-1) was found to have negative but insignificant impact (p=0.1928) while the second lagged value of population growth POPG(-2) had positive but insignificant impact (p=0.1824). Lagged population growth rate POPG(-1), on the other hand, was found to have negative and statistically significant impact at 5% level (p=0.0402).
4.7.2 F Statistics 
The results present a compelling case for the model’s overall relevenace. With an F-statistic of 16.0165 and the probability value of 0.000001, the null hypothesis is rejected at 1% level of significance. Thus, it can be concluded that the explanatory variables of export diversification, import diversification, GDP growth and population growth explain the differences in sustainable development in Nigeria in the study period.
In other words, while none of the diversification alone explains the sustainable development in Nigeria, all these together as a package explain how the human development performance in Nigeria is achieved.
4.7.3 The Coefficient of Determination (R²)
The estimates for the fitted model yield an R-squared value of 0.8768 which represents approximately 87.68% of total variation of sustainable development attributed by included variables prior to controlling for degrees of freedom. A more valid value for explaining the model is the adjusted R-squared value, 0.8221, which is adjusted for the number of variables used in the model, thus more conservative in evaluating the model's explanatory capacity. This shows that roughly 82.21% of the systematic variability in sustainable development in Nigeria is conjointly explained by export diversification, import diversification, GDP growth and population growth rate in the context of ARDL framework, leaving the remaining 17.79% which may represent such external factors as institutional quality, good governance, environmental and other socio-political factors as the shortcomings of the study. Hence, an Adjusted R-squared value of 0.8221 means that goodness of fit is high for a time series model of a macro-economic scale of this magnitude.
4.8 Econometric test
4.8.1 Autocorrelation (Breusch–Godfrey Serial Correlation LM test)
	
	F-statistic
	Obs*R-squared

	Test Statistic
	2.1834
	4.5612

	Probability
	0.1561
	0.1051


Source: Author’s computation using EViews 9 (2026).
The values of P associated with the F-test (0.1561) and the Obs*R-squared test (0.1051) are above the critical value of 0.05. Therefore, the null hypothesis that there is no autocorrelation cannot be rejected, meaning that the residuals of the model have no autocorrelation and are valid.
4.8.2 Heteroskedasticity (Breusch–Pagan–Godfrey test)
	
	F-statistic
	Obs*R-squared
	Scaled Explained SS

	Test Statistic
	1.9847
	10.1253
	5.3841

	Probability
	0.1407
	0.1352
	0.4937


Source: Author’s computation using EViews 9 (2026).
As seen in the table above, the probability values for the F-statistic and the Chi-Square statistics are 0.1407 and 0.1352, respectively. With both values being well above the 0.05 level of significance, we will not reject the hypothesis of homoskedasticity. This implies that there is no change in the residual variances, thus ensuring the validity of the t-statistics used in the tests.
4.8.3 Normality Test (Jarque–Bera Test)
[image: ]
Source: Author’s computation using EViews 9 (2026).
A Normality Test using the Jarque-Bera Statistic was carried out to determine the normality of error terms (residuals). The normality of residuals is an assumption made for the validity of classic statistics used here including t-tests and F-statistics.
As evident from the histogram, the test of Jarque-Bera p-value equals 0.3680. Therefore, it can be concluded that we will fail to reject the null hypothesis of the normality of residuals because p-value exceeds a critical level of significance of 5%. Thus, the findings show that the residuals follow normal distribution.
 
4.9 Discussion of Findings
The results obtained through the analysis carried out in the present chapter provide valuable conclusions concerning the relationships between import/export diversification, economic growth and human development in Nigeria during the period of 1995-2023. The analysis confirms that the process of human development in Nigeria shows the high degree of path dependency. Given the lagged coefficient of 1.0063, sustainable development in Nigeria depends on achievements of previous years in a great extent. It means that the quality of life in Nigeria now depends on the structure developed earlier. Development is not an instantaneous phenomenon but the process; thus, investments made before in health and education affect the modern welfare.
First of all, the analysis reveals that there is no evidence showing that either the diversification of exports (EXPDI) or the diversification of imports (IMPDI) positively contributes to sustainable human development. Both coefficients show positive signs (0.0865 for EXPDI and 0.2069 for IMPDI); however, none of these coefficients is statistically significant in the short run. It is evident that reducing the dependence on the export of one type of goods – crude oil and increasing the availability of the technological equipment, machinery, inputs for industries, etc. will contribute to sustainable development; however, it may be insufficient to cause sustainable developments in human development and welfare.
Gross Domestic Product shows a positive correlation with sustainable development, yet this coefficient is also not statistically significant. In other words, the increase in economic output does not necessarily contribute to the improvement of people's living standards and welfare. This result fits the conditions of the Nigerian economy since the country experiences economic growth without bringing any developmental results because of such problems as unemployment, poverty, unequal income distribution and inefficient institutions, etc. Therefore, the result is consistent with the Sustainable Development Theory and the Capability Approach of Amartya Sen that state that development should be measured not by income growth only but also by improvements in welfare of people.
Another variable analyzed in this paper is the effect of population growth (POPG). The result shows that the contemporary variable of population growth shows a positive impact on sustainable development, while the previous year variable of population growth (POPG (-1)) negatively affects the level of sustainable development in Nigeria. Such results mean that the constant growth of the population leads to the pressure on the resources, infrastructure, health care, education, employment opportunities, etc.
Results from the study show that even though there is a positive relationship between export diversification, import diversification, and economic growth on sustainable development in Nigeria, their influence on sustainable development is very weak and insignificant. This means that diversification strategies used by Nigeria are still at a stage where they cannot produce significant sustainable improvement in sustainable development. This means that better economic policies must be put in place to facilitate diversification and industrialization in order to bring about sustainable development in Nigeria.







CHAPTER FIVE
SUMMARY, CONCLUSION, AND RECOMMENDATION
5.1 Summary of Findings
In this research work, the influence of economic diversification on sustainable development in Nigeria is analyzed using annual time series data. The effects of import diversification and export diversification on sustainable development in Nigeria are being analyzed in this research work. The Human Development Index (HDI) serves as a proxy for sustainable development in this study. The following are the variables used in the study: import diversification index, export diversification index, Gross Domestic Product (GDP), and population growth rate (POPG).
The following findings emerged from the analysis made in this study:
1. Whereas the import and export diversification indices exhibit positive relationships with sustainable development, the empirical findings show that these effects are not statistically significant in the short run.
2. The result of the ARDL Bounds test indicates that there does not exist any long-run relationship among the variables in the study period. Therefore, this study continues with short-run ARDL regression. All diagnostic tests and inferential tests confirm the robustness of the results. 
3. The regression model used has high explanatory power because of its high adjusted R² value of 0.82, which shows that ARDL specification has captured well the determinants of human development in Nigeria.
4. The above conclusion implies that Nigeria is experiencing a structural transformation, but the structural transformation towards diversified trade base is a positive step for long-term development as the economy has not yet attained a critical mass that could lead to measurable development in the quality of life of Nigerians.
5. An important finding of this study is that there exists a crowding-out effect where population growth negates the positive effect of economic growth (GDP) on human development in Nigeria.
6. Population growth has a detrimental effect on the positive influence of economic growth on sustainable development.
All things considered, the empirical findings of this study suggest that whereas economic diversification is still positively associated with sustainable development in Nigeria, the effects are weak and statistically insignificant.
5.2 Conclusion
In this study, the role of trade diversification on human development in Nigeria between 1995 and 2023 has been considered through the application of the ARDL model in evaluating the dynamics of the underlying economics.
From the analysis, the two measures of diversification in question, import diversification and export diversification, are positively related to sustainable development in Nigeria but have insignificant effects on the variable. These results mean that the current extent of diversification in the Nigerian economy is not adequate to facilitate significant gains in sustainable development. The implication is that Nigeria continues to rely on an unbalanced export pattern consisting largely of crude oil. The developmental gains that could be realized from an economically diversified economy cannot, therefore, be attained.
On the other hand, gross domestic product (GDP) positively contributes to sustainable development, though it insignificantly impacts the variable. In addition, the negative and significant effect of lagged population growth implies that continuous increases in the number of individuals in the population could pose a challenge in terms of economic and social resource utilization. As such, this reduces any gains made in sustainable development.
Finally, the ARDL Bounds Test suggests the lack of a long-run relationship between the variables analyzed in this paper. The implication of this result is that the current level of economic diversification in Nigeria has not led to a stable long-run influence on sustainable development.
From this analysis, the study can conclude that Nigeria faces developmental problems that go beyond growth since there is the possibility of enhancing sustainable development. The current diversification efforts in the country are inadequate to make significant contributions to development. Sustainable human development requires an approach that goes beyond focusing only on economic performance but instead ensures the combination of economic diversification and effective demographic management.
5.3 Policy Recommendations
Based on the empirical results obtained in the course of this research, it is recommended that the government adopts the following policy measures to promote sustainable human development in Nigeria:
1. It was shown in this study that although diversification has a positive correlation with human development, its impact is currently insignificant. To enhance the degree of diversification and move the country from resource-based economy to a diversified one, it is necessary for the government to take actions other than talking about diversification by providing appropriate fiscal incentives such as investment, exports, infrastructural development and foreign market entry for non-oil export sectors, especially agriculture, technology, and light industries.
2. It is necessary for the government to adopt policies aimed at encouraging the importation of productive goods rather than just consumer goods in order to make the domestic productive sector strong enough.
3. The government should intensify efforts in promoting industrialization of the economy.
4. The development of industries and increasing domestic productive capacity would reduce the overreliance on crude oil and make the economy more diversified.

5.4 Limitations of the Study
Like any other empirical study, this study suffers from some limitations which need to be stated in order to place the results into appropriate context for future studies
1. The study uses the Human Development Index (HDI) as a proxy for sustainable development, which measures the economic and social components of development in terms of income, health, and education levels. But HDI fails to measure the environmental component of sustainable development such as carbon emission, ecological footprint, gas flaring, and environmental degradation. This is explicitly recognized as the third pillar of sustainable development in the theory of sustainable development within the Triple Bottom Line Framework. Thus, the findings of the study might be a reflection of partial multidimensionality of sustainable development as defined by the Brundtland Commission (1987). A future study can include environmental performance measures such as Environmental Performance Index (EPI) or CO₂ emissions per capita along with HDI as indicators of sustainability.
2. The period covered in the study is 29 years, ranging from 1995 to 2023. Though the study used Autoregressive Distributed Lag (ARDL) approach to estimation because of its accuracy in small samples, using a using a bigger sample for a longer time period will improve the robustness of the long-run analysis and provide accurate estimates about the relationship between export and import diversification and sustainable development. The smaller sample size might limit the accuracy of Bounds test, which may lead to the lack of cointegration among the variables in the study.
3. The study measures the economic diversification in terms of international trade with respect to export and import diversifications only. Other forms of economic diversifications like sectoral diversification of domestic production, financial diversification, or even sub-national/ regional diversification of Nigeria's 36 states are not considered in the study.

5.5 Suggestions for Further Studies
1. In future studies, other econometric methods could be used in addition to the Autoregressive Distributed Lag (ARDL) technique like the Nonlinear ARDL (NARDL), Vector Error Correction Model (VECM), or Structural Equation Modelling (SEM) in order to check the nature of the relationships (whether symmetric or not) between economic diversification and sustainable development.
2. Comparative studies of Nigeria with other developing or natural resources dependent economies could also be done in future in order to investigate whether the nature of the relationships between economic diversification and sustainable development differ in different countries having varying economic and policy framework.
3. Examination of Sectoral and Productive Diversification Although this paper has been restricted to the trade diversification aspect of economic diversification using the export and import indices, future studies could explore other aspects of economic diversification like sectoral diversification within the country by looking at the distribution of economic activities across agriculture, manufacturing, and services. Future studies could look at the vertical diversification, i.e., the shift from raw commodities export to processed products export. 
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EXPDI 0256695 0205371 1249915 02245
MPDI 0085872 0196798 0334717 07410
GDP 0000631 0002288 0275984 07851
POPG. 0017965 0038466 0467036 06451
RESID(1) 0464919 0243262 1911187 00691
RESID(-2) 0129043 0233439 0541197 05938
R-squared 0155333 Mean dependentvar 144E-16
AdustedR-squared  -0.075025 S.D. dependentvar 0033826
SE of regression 0035072  Akaike info criterion 3886328
Sum squared resid 0027061  Schwarz citerion 3326291
Log likelihood 6001676 Hannan-Quinn citer.  -3552965.
F-statistic 0674318 Durbin-Watson stat 1728873

Prob(F-statistic) 0671603
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Heteroskedasticity Test Breusch-Pagan-Godirey

Fstatistic 1913866 Prob.F(4,24) 01407
Obs*R-squared 7013274 Prob. Chi-Square(4) 01352
Scaled explained SS 4428974 Prob. Chi-Square(4) 03511
Test Equation
Dependent Variable: RESID'2
Method: Least Squares
Date: 05120126 _Time: 16:45
‘Sample: 1995 2023
Included obsenvations: 20
Variable Coeficient  Sto.Eror  tStatistic  Prob.
c 0016780 0000364 1793977  0.0854
EXPDI 0016733 0008389 2619017  0.0150
MPDI 0003803 0007767 0489701  0.6288
GDP 167E05  928E05  0.170750  0.8589
POPG. 0000761  0.001518 0501482  0.6206
R-squared 0241837  Mean dependentvar 0001105
AdustedR-squared  0.115477 S.D. dependentvar 0001527
SE of regression 0001436 Akaike info criterion -10.00845
Sum squared resid 495E-05  Schwarz citerion -9.862708
Log likelihood 1514275 Hannan-Quinn criter.  -10.02462
F-statistic 1913866 Durbin-Watson stat 2330317

Prob(F-statistic) 0140748
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Series: Residuals
‘Sample 1995 2023

Observations 20
Mean 1.44e-16
Median -0.008455.

Maximum 0086611
Minimum ~ -0.048037
Std.Dev. 0033826
Skewness  0.638415
Kurtosis  2.844106

Jarque-Bera 1999303
Probability _0.368008
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