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Abstract: This study investigates the impact of economic integration on Nigeria’s
exports of the agricultural, intermediate (value-added), and manufacturing sectors.
Most prior studies in Nigeria in this area studied the nexus between economic
integration and a particular sector using cross-country analysis. The study focuses
on the three sectors (agriculture, intermediate (value-added), and manufacturing)
because of their interconnectedness and their critical role in stimulating growth.
Although Nigeria has made efforts towards economic diversification for broad-
based growth, its export performance remains unsatisfactory. The Auto-Regressive
Distributed Lag econometric model was explored, in which short-run and long-
run models were independently estimated for each sector. Manufacturing estimates
revealed that economic integration (HOIEI) exerts about 0.37% improvement on
manufacturing exports one year after economic integration in the long run. The
agricultural sector results showed that as economic integration (HOIEI) improves,
agricultural exports rise by about 2.46% in Nigeria. The Long-run estimate of the
value-added sector did not identify any relationship between economic integration
and value-added exports. The study established that economic integration influences
agricultural and manufacturing sector exports but shows no impact on value-added
(intermediate) exports. The intermediate sector needs to be productively strengthened
through infrastructural investment and knowledge sharing. The linkage between the

intermediate sector, agriculture, and manufacturing sectors is crucial to enhancing
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productivity and exports. This will stimulate output vis-a-vis government revenue and
make the government less dependent on foreign aid and external borrowing.

Keywords: Economic Integration, Export Performance, Auto-Regressive Distributed
Lag

1. INTRODUCTION

International economic integration has been rapidly spreading across the
world due to the increased globalization-related commerce, investment,
information technology, and ideas. African countries are involved in many
economic integrations (EI) such as the African Growth and Opportunity
Act (AGOA), New Partnership for Africa’s Development (NEPAD), African
Continental Free Trade Area (AfCFTA), and Economic Community of West
African States (ECOWAS). EI enables member nations of the economic bloc
to create trade (products, services, technology, or ideas) along the Global Value
Chain (GVC) and exchange them to the larger markets (Obeng et al., 2023;
Mattoo et al., 2021). Member countries take advantage of the increased market
size to improve production, innovation, and distribution, especially through
comparative or competitive advantage. Increased productivity arises from the
expanded volume of trade, competition, and flow of knowledge that makes
countries more skillful, innovative, and efficient in the production process. The
expanded productivity promotes export, revenue, and economic growth.

Nigeria is endowed with large natural and human resources (youth bulge)
and actively participates in many regional integrations, including ECOWAS
and the African Continental Free Trade Area (AfCFTA)'. These features are
expected to reflect in their export intensity, especially non-oil exports. The
government has developed policies to enhance diversified export baskets other
than crude oil*. The government has also put forward reforms to incentivize
exporters to promote export volumes, such as the Export Development Fund
scheme (2004), Economic Sustainability Plan (2020), and various agricultural
subsidy schemes (Central Bank of Nigeria, 2023).

However, Nigeria’s export share to GDP has decreased over the years. In
2000, 2010 and 2021, Nigerias trade to GDP were 36%, 25.3% and 18%
respectively (World Bank, 2024). Nigeria’s total export share to Africa trade
in 2000, 2010, and 2021 recorded 45%, 45%, and 51% respectively (World
Integrated Trade Solution, 2024). The statistics seem encouraging, but when
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considering the contribution of manufacturing and agricultural share to the
values in the same year, it casts doubt on the effectiveness of the economic
integration and export reforms in facilitating the agricultural and manufacturing
sectors in Nigeria.

Nigeria’s abundant raw materials in agriculture, coupled with its
affordable labor, are expected to foster connections and attract investment in
the manufacturing sector, ultimately boosting exports, particularly with the
expanded market rooted in EI. However, the non-oil export performance
in Nigeria made it unclear if EI has contributed to Nigerias agricultural,
intermediate, and manufacturing export growth. It is expedient to quantify the
contribution of El in facilitating manufacturing, intermediate, and agricultural
sectoral export revenue in Nigeria. This is particularly important now, as
other forms of government financing are dwindling due to global geopolitical
tension and falling global commodity prices. This study will offer a better
understanding to policymakers on the structure, value addition, and linkage
between manufacturing and agricultural export productivity in Nigeria. It will
enable us to determine the contributions of manufacturing, value-added, and
agricultural exports to output growth in Nigeria. It will help trade negotiators
to strategically negotiate and implement reforms to address the challenges of

export dynamics during AfCFTA implementation

1.1. Stylized Facts

Agriculture accounts for about 24.4% of the GDP on average from 2011-
2021. As shown in Figure 1, crop production dominated the agricultural sector
since 1981 and has maintained over 80% of the overall output till date. The
next is Livestock production, which constitutes about 10%. manufacturing
and mining have dominated the industrial output over the years, capturing
about 90% of the sectoral production. Mining and quarrying production is
dominated by crude oil extraction.

The study focuses on Agriculture and manufacturing exports. Nigeria’s
export to the world in 2020 is estimated at US$34.9 million, out of which
18.9% was exported to SSA. The share of Nigerias exports peaked in 2017,
capturing 56.38% of the SSA export since 1996. Nigeria's manufacturing
export share to SSA is 4.8% on average between 2006 — 2020. The agricultural

exports to SSA are far below expectations. Statistics show that the maximum
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share of agricultural exports to SSA was 3.2% in 2002. Figure 1 shows that
crop production determined 86% of agricultural output in Nigeria. However,
this is not reflected in the agricultural export volume to SSA.

Nigeria’s government (Export Promotion Council) has embarked on many
export incentives and advocacy initiatives to enable exporters to expand their
output volume and value. For example, the diversification policy of 2010 and
Nigerian’s involvement in many economic integrations. These efforts have not
been reflected in the agricultural and manufactural exports in Nigeria.

Table 1: Manufacturing industry output by firms in Nigeria (%)

. Wood plas- motor
o0il Jood | rextile & |2 ulp .| non- tic basic | vebicle
ce- and and and | chemi- elec- other
Years | refin- wood metal- | and . met- | and
ment | bever- | ap- pa- cal . trical manuf-
ery soes arel prod- er lic rub- als | assem-
8 » ucts ber bly
11998814 0.76 | 2.88 | 60.40 |2072| 132 |052] 077 | 137 |o0.64 | 132 | 073 | 591 | 2.65
1985-
1988 0.83 | 7.27 | 64.95 [14.86| 1.48 | 0.63 | 0.42 1.60 | 0.74 | 1.30 | 0.91 1.90 3.11
1989-
1992 1.09 | 6.47 | 68.16 |15.46| 1.30 | 0.57 | 0.43 1.42 | 0.66 | 0.17 | 0.82 | 0.68 2.78
1993-
1996 1.43 | 7.30 | 65.81 [14.70| 1.65 | 0.69 | 0.65 1.76 | 0.82 | 0.13 | 0.94 | 0.69 3.43
1997-
2000 1.60 | 4.09 | 69.00 |13.47| 1.71 [0.79 | 0.78 1.95 | 090 | 0.08 | 1.16 | 0.73 3.77
2001-
2004 427 | 3.28 | 69.22 [11.86| 2.18 [0.71 | 0.72 1.73 10.82 | 0.06 | 1.03 | 0.69 3.44
2005-
2008 5.89 | 4.67 | 65.44 |11.47| 3.14 |0.72| 0.71 1.70 | 0.87 | 0.06 | 1.13 | 0.67 3.51
2009-
2012 6.26 | 5.80 | 60.66 |12.58| 3.33 | 0.67 | 0.91 2.00 1.48 | 0.09 | 1.88 | 0.65 3.71
2013-
2016 422 | 7.94 | 46.29 |21.07| 3.02 | 0.78 | 2.05 3.17 295 0.08 | 253 | 0.75 5.15
2017-
2020 1.68 | 9.19 | 45.89 [22.12| 3.14 | 0.81 | 2.45 3.66 | 3.55| 0.07 | 2.61 | 0.46 4.36

2021 | 0.30 | 10.13| 48.91 [20.23| 2.97 |[0.75| 2.65 3.40 | 3.49 | 0.06 | 2.48 | 0.49 4.14

Source: Central Bank of Nigeria Statistical Bulletin, 2022

Agricultural and Manufacturing Output and Export

One remarkable feature of the study is that the agricultural and industrial sectors’
output contributed 62.8%, 49.2%, and 46.4% of the GDP in Nigeria in 2000,
2010, and 2021, respectively. When we factor out manufacturing output from
the industrial output, agricultural and manufacturing output contributions
to GDP were 23.1, 30.5, and 61.7% in 2000, 2010, and 2021, respectively.
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Figure 1: Agricultural components output share to the Agricultural sector (%)

1981-2020
Source: Central Bank of Nigeria Statistical Bulletin, 2022

This means that policies regarding these two sectors can significantly shape the
entire economy. Algebraically, the manufacturing output has been gradually
increasing until 2012, when it shows a spike in the trend. The statistic reveals
about 800% increase in the growth rate of manufacturing output from 2000 to
2021. Agricultural output grew by about 34.5% over the period of 2000 and
2021. Remarkably, as the ratio of manufacturing output to GDP grew, that of
industrial output (less manufacturing) declined. The industrial output ratio
to GDP (less manufacturing output) declined from 38.6% in 1999 to 6% in
2020, which is about 84.4% reduction.

When analyzing Nigeria’s exports, the contribution of agricultural
and manufacturing output shows an insignificant impact. The descriptive
statistics reveal that the mean contribution of agricultural and manufacturing
output to exports between 2005 and 2020 is 2.6% and 0.5%, respectively.
These parameters fall below the expectation of what the two sectors should
generate to export, especially when compared to their contribution to GDP. In
addition, this study becomes germane to identify the effect of EI on the export
performance of the sectors because the government has made significant efforts

and signed many trade agreements to boost these sectors” exports.
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2. LITERATURE REVIEW

Several studies that investigated the effect of EI on export productivity were
done at the aggregate level. Obasaju et al. (2021) examined the impact of
regional economic integration on economic upgrading in Global Value Chains
(GVCQ) in some African regions, which include the East African Community,
Southern African Customs Union, and ECOWAS. The study adopted the
least squares dummy variable technique and data ranging from 2000 — 2015.
The result shows that regional economic integration does not influence the
economic upgrading of the regions in their GVC. Obasaju et al. (2019)
enquired about the effect the sub-regional economic integration of ECOWAS
has on backward integration into GVC. The systems Generalized Method of
Moments economic technique was used on data that spanned from 2007-2012.
The paper concludes that ECOWAS regional integration positively influenced
backward integration into the GVC of the member states. (see: Manwa, et al.
(2019); Manwa and Wijeweera (2016)).

Some country-specific studies relating to this area include Obeng et al.
(2023), which examined the role of institutions on deep preferential trade
agreements and export efficiency in Ghana. The study applied the Stochastic
Frontier Gravity model (SFG). 44 Ghanaian bilateral destination countries
were covered using data that spanned from 2007-2019. The paper revealed that
Ghana’s bilateral export trade is efficient, and Preferential Trade Arrangements
(PTAs) with environmental provisions reduce Ghanas export efficiency.
Kaushal (2022) examined the export productivity of India’s deep and shallow
trade agreements using data from two decades ago. The study utilized the SFG
model. The results show that India’s deep trade agreement has achieved 32%
efficiency, but does not promote export productivity. Hassan (2017) analyzed
the prime determinants and constraints of Bangladesh’s export market using
the SFG model. The paper concludes that GDD, trade agreement, exchange
rate, and distance are the main determinants of export volume in Bangladesh
(see: Davvakhuu et al., (2014); Kathuria and Aiyar (2011)).

In Nigeria, Ogundipe (2022) studied the impact of the manufacturing
sector on output growth. The study adopted the OLS methodology in the
analysis and found that manufacturing sectoral output is one of the drivers of the
economy. Amurtiya et al. (2018) investigated the link between manufacturing

sector performance and economic growth in Nigeria. The study covered 1981-
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2016 and employed the Autoregressive Distributed Lag (ARDL) model. The
study concludes that manufacturing output positively influenced real GDP in
Nigeria. (See: Afolabi and Laseinde (2019))

From the foregoing, the study observed that most of the studies examined
the impact of EI on either agriculture [(Olayiwola et al., 2014)], manufacturing
[(Afolabi and Lseinde, 2019)], Value addition [(Allard etal., 2016)], exports, or
on economic growth [(Manwa et al., 2019)] are mostly cross-country analyses.
In Nigeria, most studies investigated the effect of agriculture or manufacturing
output on economic growth (see: Ogundipe (2022); Amurtiya et al., (2018)).
This study differs from the existing study by examining the relationship
between EI and agriculture, value addition, and manufacturing exports at the

country level (Nigeria).

3. METHODOLOGY AND DATA
3.1. Theoretical Framework

The theoretical framework for the study is anchored on the endogenous
growth theory (EGT), developed by Romer (1990). The underlying tenet of
the endogenous growth theory is its ability to determine the engine of output
growth (technology) within the model. The theory opined that the fraction
of labor devoted to research and development and the fraction of capital
saved are the drivers of long-run output growth. The theory best describes
how international trade policy agreements and investment in factor inputs
(human capital) influence agricultural, value-added, and manufacturing export
performance in Nigeria.

The model assumes a dual economy: Goods production economy and
research and development economy.

The model for goods economy is presented thus:

B =5
Y:[(akk(t)):l I:A(t)(alL(t)):I (1)
Equation 1 states that the economy’s output growth depends on capital

and effective labor. Where Y is the output growth. A(t)(zz[L(t)) denotes effective

K implies the fraction of capital used in the

labor devoted to production. ,
)

production of goods. Band1— f are the parameters that show returns to scale
of the factor inputs of the Cobb-Douglas production function
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The model for the new knowledge
. o V4 [}
A=(,K,) (aL,) 4, @

Equation 2 states that the new knowledge production depends on the
quantity of labor and capital engaged in research and development/technology,
and also depends on the level of existing technology. 4 means growth rate
of technology. A" is the existing technology. @ andr are parameters that
capture the contribution of these factor inputs to technological growth.
Dcaptures the quantity of the existing technology in the production of new
knowledge.

Substituting equation 2 into equation 1 in an econometric form

Yo :f(akK<r)al> a L, H (t)d)) 3)

Where HC is the same thing as it 4. HC is the fraction of labor and
capital devoted to the production of technology/research and development,
designated as human capital. a,, o, @ are the marginal products of capital, labor,
and the existing stock of knowledge on the success of output, respectively. The
parameter or exponent (D) determines the success or failure of the technology
in stimulating output growth.

To maintain long-run growth, the endogenous growth model acknowledges
the importance of other existing capital stock. This intuitively implies that
other requisite factors need to be in place for an economy to maintain long-run
growth. Equation 4 incorporated these factors using the standard augmented

production function.

Y

o a 4
0 f(akK(t) s aLy, ’HC(t) > () )

(4)
4 .« L. .

@) represents the vector of other existing factors that stimulate output

growth. The exponent of the parameter (y) can affect the output growth either

positively or negatively, depending on the value it assumes. Other variables

remain as defined above.

3.2. Model Specification

To capture the influence of economic integration and other variables of interest

on the endogenous growth model, we decompose the vector (¢?) in equation
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4. For uniformity, the exponents of the variables in Equation 4 are changed to

4. Ay,..A, accordingly.

_ e s 2 s
Yo =1 (akK(t) oL HCy " EL,™ XCR, " Inst,,* ‘9(0)

5)

Y is output measured by manufacturing, value-added, or agricultural
export. K is physical capital proxied by gross fixed capital formation. L is
labor measured by the number of persons employed in the agricultural, value
addition, and manufacturing sectors, accordingly. HC (THC) is human
capital/technology proxied by primary school enrollment.

Where EI*™() represents economic integration proxied by two EI
indicators, namely: the share indicator index (EISI) and Homogeneous intensity
indicator (HOIEI). XCR*( Real effective exchange rate to US dollars.
Inst™ ) means institutional quality represented by tariffs on the composite
of manufacturing, intermediate, and agriculture imports and &, signifies the
error term which corresponds to other variables not captured in the model.
Note that Y, L, and HC are vectors which is the rationale for introducing I in
the respective variables. The exponent of the factor inputs is not necessarily of
constant return to scale

Take a natural log of both sides of Equation 5

diny, =4 +AInK,+4,InL, +4,InHC,, + A, In El , + A5 In XCR

(ir) +A.Inst,, + &,

(©)

The model assumes that manufacturing, and agricultural sector output

(1)

growth in Nigeria, depends on the autonomous savings from output (4,),
capital, labor, human capital used in research and development, economic
integration, exchange rate, governance institution, and error term.

The study constructs three models for the three sectors considered
(Agriculture, intermediate, and manufacturing).

=+ A InK, +A4 InL, + 4, InHC, +A,InEl, + A In XCR, + Anst , + &,
7)
=L+A4InK,+4,InL,,+ 4 InHC + A, In El ,, + A In XCR , + A Inst,, + &,

(8)
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Ve =htAIMK, +4,InL, + A, InHC, +2A,InEl, + A In XCR , + Adnst,, + &,

)
Equations 7, 8, and 9 capture models for agriculture, intermediate, and
manufacturing sectors.

1) (it) 1) ()

3.3. Estimation technique and data sources

The endogenous growth theory provided the framework. The augmented
version of the standard general production function was explored to examine
the effect of economic integration on manufacturing, intermediate, and
Agricultural exports in Nigeria. The Auto-Regressive Distributed Lag (ARDL)
econometric model is applied to reveal the effect economic integration has on
manufacturing, value-added, and agricultural exports in Nigeria. The study
adopts two different proxies popular in the literature to measure economic
integration: (i) the share indicator index (ii) the Homogeneous intensity
indicator. Annual data that range from 1981 to 2022 were applied. Data were
obtained from World Bank Development Indicators (WDI, 2022), World
Integrated Trade Solution (WITS, 2022), and the Nigeria Bureau of Statistics
(NBS, 2022). All estimates were validated at o < 0.05.

Table 2: Variable Names and Data Sources

integration index

SSA to the world, excluding Nigeria, plus import of the
rest of the SSA from the world, excluding Nigeria

Variable Description Source
Manufacture export | Nigeria manufactures export product share to SSA (%) | WITS, WTO
Agricultural export | Nigeria's agricultural export product share to SSA (%) | WITS
Intermediate export | Nigeria's intermediate export product share to SSA (%) | WITS
Share index of R:«.ltlo ‘of the total export of Nigeria pll.lS import of WITS
. . | Nigeria from SSA to total export of Nigeria plus total

economic integration | -

import of Nigeria from the world

Ratio of export of the rest of SSA to Nigeria, plus import
Homogeneous -
. . . of the rest of SSA from Nigeria to export of the rest of the
intensity economic WITS

Exchange rate

Real effective exchange rate

WDI, World Bank

Governance

Export tariffs on manufacturing, intermediate, and

intermediate, and manufacturing sectors in Nigeria (%
of total employment)

institution agricultural products WITS
Technology/human | Primary school enrolment in Nigeria (% gross) WDI, World Bank
capital

Capital Gross fixed capital formation WDI, World Bank
Labor Composite index of Employment in agriculture, WDL World Bank
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4. RESULTS PRESENTATIONS, CONCLUSION, AND
RECOMMENDATIONS

The study adopted the ARDL methodology. The estimates obtained were
presented in the short run and long run for the three sectors: agricultural, value-
added, and manufacturing. The study used two measurements of economic
integration: The share indicator index (EISI) and the Homogeneous intensity
indicator (HOIEI). We focus on interpreting the homogeneous intensity
indicator estimate because of its superiority and recency to EISI. The EISI

indicator was adopted for robustness in this study.

4.1. Pre-estimation test
4.1.1. Unit root test

The study commences by considering the econometric properties of the variables
using the Augmented Dickey-Fuller (ADF) and Phillips-Perron (PP) unit root
tests. The rationale for checking the characteristics of the variables is to identify
whether the variables are stationary or otherwise, which will enable us to avoid
a spurious regression. The unit root results from both methods showed that the
series exhibits a mixed order of integration that is not more than I(1), which
is I(0) and I(1) as shown in Table 3. This characteristic further underscores the
choice of the ARDL model as a suitable technique for this study. One of the
crucial advantages of ARDL over other estimation techniques, such as Vector
Autoregressive (VAR), General Autoregressive Conditional Heteroscedasticity
(GARCH) models, etc., is its ability to function efficiently in series with mixed

order of integration, and it has a relative minimum variance.

Table 3: Unit root test

variables ADF rr variables ADF PP

Export-a 8.11**%(0) 3.470***(0) Lbo-a 2.244***(0) 4.636***(0)
Export-m 6.449***(0) 6.786***(0) Lbo-m 6.110%**%(1) 6.160***(1)
Export-v 9.342***(1) 9.255***(1) Lbo-v 2.166***(0) 2.161*%(0)
Inst-a 5.819%*%(1) 5.820**(1) Kt 2.612°%(1) 2.5677(1)
Inst-m 2.161***(1) 2.390%**(1) THC 6.651%**(1) 6.615***(1)
Inst-v 6.075***(1) 6.085***(1) XCR 3.735**(1) 3.712***(1)
EISI 8.114**%(0) 3.470**(0) HOIEI 2.161***(0) 2.390***(0)

Note: *** represents significance at the 5% level while (0) and (1) imply stationarity at level
and first difference, respectively
Source: author’s computation
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4.1.2. Bounds cointegration test

The underlying cointegration test for ARDL regression is the bounds
cointegration test. Additionally, the exhibition of mixed order of integration
by the variables necessitated the use of the bounds test to ascertain if the long-
run relationship exists between the endogenous and exogenous variables. It is
evident from Table 4 that the F-bound statistic is greater than the lower and
upper bound critical value at 5% significance level in the agriculture (14.43),
manufacturing (7.85), and intermediate goods sectors (8.92). These results
imply that there is long-run relationship between the dependent variable and
the independent variables across the three sectors. Hence, we present the short-

run and long-run models below.

Table 4: Bound test result

F-statistic significance Lower bound Upper bound
10% 1.75 2.87
Agriculture 14.53 5% 2.04 3.24
1% 2.66 4.05
Manufacturing | 7.85 10% 1.75 2.87
5% 2.04 3.24
1% 2.66 4.05
Value-addition 8.92 10% 1.99 2.94
5% 2.27 3.28
1% 2.88 3.99

Source: author’s computation

4.2. ARDL result presentation

4.2.1. Short-run results of Agriculture, intermediate, and manufacturing

sectors

In the short run, lag of export is significant and directly related to agricultural
export. If last year’s agricultural export increased by 1%, ceteris paribus, the
current year’s agricultural export rises to about 0.08%. Agricultural labor
supply improves exports by 2.09% annually. The estimates show that capital
retard agricultural export in the short run. Various measurements of lag of
economic integration are significant and positively affect agricultural exports.
The estimate of the homogeneous intensity indicator (HOIEI (-1) (0.027) is
higher than that of the share indicator of economic integration — EISI(-1)
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(0.004). This could be because HOIEI is relatively a more recent measurement
of economic integration than EISI. In the value-added sector, a percentage
rise in the capital results in about 0.22% rise in the value-added export in the
short run. The HOIEI and technology (THC) increase agricultural exports.
Exchange rate negatively affects the intermediate export. When the exchange
rate appreciates by 1%, value-added export reduces by 0.125% annually.

The manufacturing estimates signified that last year’s exports enhanced
current exports by 2.35%. Institution represented as tariff improves exports by
about 0.009%. Human capital and previous economic integration (HOIEI(-1))
are significant and positively influence manufacturing exports in Nigeria in
the short run. A % improvement in human capital and HOIEI(-1) leads to
13.45 and 0.633% respectively to manufacturing exports in the short run.
The exchange rate has an inverse relationship with the manufacturing export

in Nigeria.
4.2.2. Long-run Agricultural Sector Result

The result revealed that the Homogeneous intensity economic integration
indicator (HOIEI) (which is the major variable of focus) is not significant.
However, lag of HOIEI is significant at 5%. The result shows that previous
integration is positively significant to agricultural export growth. A percentage
increase in the lag of HOIEI raises agricultural exports in Nigeria by 2.46%.
As economic integration deepens by one year, it exerts about 2.46% increase
in agricultural exports in Nigeria. When we consider the economic integration
share indicator (EISI) for robustness, the estimates behave the same as the
HOIEI estimate. Present EISI has no relationship with the agricultural sectoral
export, but the lag of EIST is directly related to the agricultural export in Nigeria.
This implies that previous integration deepens current export performance
in the agricultural sector. The study equally showed that lag of export has a
positive relationship with agricultural export at 5%. What this means is that
past agricultural exports facilitate current export performance. This result could
be plausible given the fact that international trade involves a variety of rules and
engagements, whereby once a country meets those conditions, it can leverage
on that for subsequent trades. Capital and labor validate the Cobb-Douglas
production theory, where capital and labor determine output growth, which

directly enhances agricultural exports. Institution is proxied as the export tariff



246 Asian Journal of Economics and Business. 6(2) 2025

on agricultural export (Inst_a) has a positive impact on agricultural export
in Nigeria. Technology (THC) and exchange rate (xcr) do not exhibit any
influence on agricultural export in Nigeria during the period under review.
This shows that the exchange rate system in Nigeria, which has led to a huge
depreciation of the Naira, does not support export growth. Technology and

innovation are silent on agriculture-export relations in Nigeria.

4.2.3. Long-run Value-added Result

Observably, there was no identified relationship between economic integration
and value-added exports in Nigeria using both the HOIEI and EISI.
Consequently, the lag of the two measurements of economic integration still
shows no relationship with value-added exports in the study. The result shows
that the prior exports of value-added do not have any relationship with the
current value-added export. Capital is directly related to value-added exports.
This implies that additional procurement of physical capital (machines) will
lead to the expansion of value-added exports in Nigeria. Institution is significant
and related to value-added export. The estimate shows that the tax rate applied
to value-added products supports exports of intermediate products in Nigeria.
When tariffs on value-added products increase by 1%, value-added exports rise
by about 0.07% annually. Human capital (THC) is positively related to value-
added export. 1% improvement in technology guarantees 0.35% increase in
intermediate exports in Nigeria. Exchange rate is inversely connected to the
value-added export. Depreciation of the exchange rate leads to more demand
for intermediate goods internationally. This is plausible because depreciation

makes local products relatively cheaper

4.2.4. Long-run Manufacturing Result

In the manufacturing sector, the estimates revealed that the two indicators
of EI used in the study affect manufacturing exports from lag. HOIEI index
exerts about 0.37% improvement on manufacturing exports one year after
integration. One-year lag of EI using share indicator improves manufacturing
export by about 0.09. Previous manufacturing exports is significant but
negatively affect the current manufacturing exports in Nigeria. Ogundipe
(2022) found similar results in Nigeria. This is attributed to incessant trade
policy changes in Nigeria, such as tariffs that negatively affect the growth of
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manufacturing exports. When we consider the institutional variable, it exhibits
an inverse relationship with manufacturing export growth. A percentage rise in
tariff results in about 0.07% corresponding decrease in manufacturing exports.
This statistic gives credence to the nature of the relationship between lag of
export and manufacturing export above. The estimate of Technology (THC)
follows the a priori. Improvement in human capital development or additional
acquisition of technology is significant and positively influences manufacturing
output. The exchange rate is indirectly related to manufacturing exports in
Nigeria. This follows the economic theory: an increase in price results in a

reduction in demand.

Table 5: Regression result

ARDL SHORT-RUN RESULTS
Variables Agriculture Value-added manufacturing
Export(-1) 0.088***(0.000) 0.772(0.000) 2.357***(0.002)
LBO 2.09***(0.03) -0.4242(1.363) 0.080(2.220)
KT -0.0027***(0.000) 0.224***(0.000) 1.264(0.403)
INST 0.194(1.306) 0.903(0.280) 0.009**(0.011)
HOIEI -0.76(5.027) 9.971***(0.037) 6.95(1.005)
HOIEI(-1) 0.027***(0.008) 2.64(0.624) 0.224***(0.000)
EISI -1.886***(0.010) -2.363(1.205) 8.486(1.612)
EISI(-1) 0.004***(0.000) 0.473(0.174) 0.633(0.872)
THC 1.177(1.236) 1.128**%(0.000) 13.45°%%(0.0045)
XCR 0.028(3.038) £0.125(0.002) -0.092%(0.0017)
ECM_ -0.629 -0.953 -0.733

ARDL LONG-RUN RESULTS
Export(-1) 0.422331***%(0.0002) -0.14805(0.4105) -0.2339***(0.0120)
LBO -0.084820***(0.0038) -0.07085(0.4957) 0.2649**%(0.0343)
KT 2.17E-13%%(0.0649) | 2.22E-12°%(0.0001) | -4.19E-13(0.1230)
INST 0.196865**(0.0000) | 0.07955°* (0.0269) | -0.0771*(0.9326)
HOIEI -1.233163(0.3056) 0.885570(0.8285) 6.954006(0.1861)
HOIEI(-1) 2.738276***(0.0212) 0.06608(0.8301) -0.37780***(0.1495)
EISI -1.860718(0.1061) 7.234815(0.1915) 8.486681(0.0700)
EISI-1) 2.723333*(0.0226) | 2.42901(0.3003) -0.0950%**(0.1260)
THC 0.344337(0.7785) 0.35939***(0.0116) 1.45008***(0.01861)
XCR -0.013279(0.1283) -0.05403***(0.0260) -0.0923***(0.0337)
R-Squared 0.973798 0.764288 0.801091
Adjusted 0.963973 0.703178 0.79484
R-squared
F-Statistic 99.10820(0.000000)

Source: author’s computation
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5. CONCLUSION AND RECOMMENDATIONS
5.1. Conclusion

One of the major conclusions drawn from the study is that economic
integration influences agriculture and manufacturing export performance
in Nigeria. The results show that economic integration does not determine
value-added exports in Nigeria. The study discovered that the lag of EI has
more influence on export performance than the current EI. Prior export
deepens export potential of agriculture and manufacturing, but value-added
sector export. The empirical evidence established in this study supports the
importance of exchange rate dynamics in determining export performance in
Nigeria. Technology is a bane to agricultural output and export performance
in Nigeria. The study identified that the Homogeneous intensity economic
integration indicator (HOIEI) index is a better proxy for EI than the economic
integration share indicator (EISI)

5.2. Policy Recommendations

Specifically, the study found that economic integration does not impact value-
added exports but influences agriculture and manufacturing exports. This
implies that intermediate industries and technology are inadequate in Nigeria.
The government must strengthen intermediate industries by providing an
enabling environment (such as giving grants with less stringent conditions
to intermediate industry’s players, provision of constant energy and basic
infrastructure to reduce unit cost, restructuring of Nigeria’s customs to be more
efficient in handling importers and exporters of intermediate goods) for private
sector growth. This will spur production and exports.

Product differentiation in the global value chain is to boosting intermediate
exports. The similarity of African export products and their low demand in the
global market indicates a need for a backward integration strategy. This will
increase market size, create employment, and improve exports and government
revenue.

Modern technology hampers agriculture, especially in the processing and
extension services. The government should train more agricultural extension
workers and build more agricultural processing firms that will enhance
agricultural exports.
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Exchange rate risk is a key factor in determining the sectorals’ exports.
The government should put adequate measures to mitigate instability in the
exchange rate. More so, the government should create an exchange rate policy
that is productivity-friendly to these sectors and at the same time offer them a

competitive advantage in global trade.

NOTES
1. See: International Trade Administration (2023)

2. 'The Vision 20:2020 reform was set out to actualize increased global competitiveness
in the production of processed and manufactured commodities by linking industrial
production with primary sector activity, and domestic and foreign trade. These
underscore Nigeria’s government ideology in using export-oriented policy through
innovation, technology, and value-addition on the GVC to foster output growth.

3. (see Uzonwanne, (2015).
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