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ABSTRACT

This study empirically assesses and analyzes the long history of excessive demand for imported commodities and
its impact on Nigerians, which in recent times has become worrisome. The objective of the study was to
empirically attempt an x-ray on Nigeria’s import demand to assess its impact on the economic growth and
development by disaggregating import into food, and service for the period 1987 to 2020. Thus, determining the
extent to which food and service import affects the development of the Nigerian economy and to establish the
resultant effect that excessive importation unleashes on the economy. Data for the study was generated from the
‘World Bank compiled by world Integrated Trade System (WITS), International Monetary Fund’s International
Financial Statistics Year book, the Central Bank of Nigeria annual report, National Bureau for Statistics.
Autoregressive Distributed Lag (ARDL) modelling framework was used for analysis of the study using the eviews
software. Findings reveal the existence of strong long-run relationships between import demand and its key
macroeconomic determinants, with notable differences in responsiveness across the food and service sectors. The
study therefore, recommends among others that Government should intensify investments in agriculture, promote
the growth of local service industries and formulation of Trade policies that encourage openness which supports
domestic production.
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INTRODUCTION

Nigeria being a developing country has over the years depended heavily on other countries for a number of
commodities for its domestic consumption. This is due to the low level of capital stock and manufacture in the
country which indicates that the country relies directly or indirectly on foreign trade, especially imports as
demonstrated by [17. The implication is the huge demand for foreign exchange to meet up these import demand.
In recent times, studies on import demand preoccupied the mind of a host of researchers simply due to the fact that
trade occupies an important position in the life of countries. Thus, countries seek to enhance their trade position
among community of nations. As a share of Nigeria’s GDP in 2015 alone, trade constitutes about 21.12%
according to the World Bank 2016 report.

10


mailto:ejosephzira@gmail.com
https://doi.org/10.59298/INOSRAH/2026/1211021

70

60
0

2004 2006 2008 2010 202 2014 2016

n

e
=]

[2%]

‘WORLDEANE | TRADINGEL DHOMICS COM
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However, in recent times there is growth in the country’s import demand which is not however, commensurate to
1ts exports.
Generally, developing countries such as Nigeria, usually experience trade imbalance due to the nature of their
products (mostly primary products) compared to the manufactured goods and even services imported from the
economically advanced countries [27]. Various data from the National Bureau for Statistics (NBS), indicates that
Nigeria spent approximately N1.6 trillion on importing “boiler, machinery, appliances,” N1.3 trillion on “mineral
products”, and over N600 billion on “vehicles, aircrafts and associated parts”. In the year 2000, Nigeria's import
bill was estimated at $12 billion. By 2010 it reached $70billion and by the year 2015 it has already hit $73.4billion.
Currently Nigeria as a country spends whopping sum of ¥¥18.17trn in 2018 on imports. It is pertinent to note
however, that this huge outflow of foreign exchange if invested into these sectors could immensely boost the
economy where as excessive importation could cause shortage of foreign exchange, disequilibrium in the balance of
payment accounts as well as macroeconomic instability as shown by [87. The huge amount spent is mainly as a
result of the fall in value of naira due to the excessive importation and fall in world oil price, which is the major
foreign exchange earner to the Nigerian economy. Therefore, there is the need to focus on import demand for
imported goods in Nigeria particularly food to understand their competitiveness, determinants, elasticites and
responsiveness to policies of the government there by enabling policy makers to understand the implication and
formulate a long-term concrete policy direction for the country given the present state of the economy.
Import Demand and its Determinants
[47], describes import of goods and services as representation of the value of all goods and other market services
received from the rest of the world. They include the value of merchandise, freight, insurance, transport travel,
royalties, and licenses fees and other services such as communication construction financial information, business
personal and government services. They also include compensation of employees and investment income and
transport payment. It is documented in literature that Imports are usually seen as determined by
i Level and dynamics of domestic income;
ii. Level and dynamics of each GDP components (investment, consumption, public expenditure, exports) as
differentiated drivers of imports;
iii. Price competitiveness of domestic production, normally influenced by exchange ratelevel and
fluctuations as well as by inflation differentials between the country and foreign nations;
iv. Non-price competitiveness of domestic production, for example as far as product quality, technological
innovativeness, design, promotion are concerned;
V. National attitude toward foreign goods;
vi. Shifts in domestic patterns of demand and supply, including the organization of supply chains and the
ownership of distribution channels.
Vii. Historical links with certain origin countries;
viii. Structural trends toward economic integration with other
Thus [57, argued that relative prices and real income have been identified as the main significant determinants of
the demand for imports. The demand for imports is also determined by both economic and noneconomic factors.
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These will, generally, include exchange rates and/or relative prices, economic activity, domestic and external
economic conditions, production and/or labour costs, and political circumstances [4].

Agricultural (Food) Import Demand
Determinants of agricultural imports are important in the assessment of trade liberalization effects, productivity
growth, sectoral spillovers and resistance to international price shocks. In a wider context, estimation of import
demand functions is motivated by the preoccupation of policymakers with the persistence of trade deficits,
volatility in exchange rates, and the desirability of effective trade policies. Agricultural holdings are small and
scattered, and farming is carried out with simple tools. Large-scale agriculture is not common. Agriculture
contributed 32% to GDP in 2001 [67]. Major crops include beans, sesame, cashew nuts, cassava, cocoa beans,
groundnuts, gum arabic, kolanut, maize (corn), melon, millet, palm kernels, palm oil, plantains, rice, rubber,
sorghum, soybeans. The country's agricultural products fall into two main groups: food crops produced for home
consumption, and exports. Prior to the Nigerian civil war, the country was self-sufficient in food, but increased
steeply after 1973. Bread made from American wheat replaced domestic crops as the cheapest staple food [67.
Between 1980 and 2016, Yam production increased from more than 5 million tons to 44 million tons [7].
The importance of relative prices and domestic income as determinants of demand for import of agricultural
commodities and products is found for France, Italy, the Netherlands, the U.S [87. Japan and Mexico, the BRIIC
group of countries [97, China [117, Japan [12], Venezuela [137]. Compared to other middle-income countries,
demand for Agrifood products seems to be more income elastic in China, Russia and Brazil, but it is not the case in
India [14]. For a sample of African countries, it is found that import demand appears to be more elastic in sectors
that have relatively high levels of domestic production or exports [7]. As cited by [147], by estimation of import
demand elasticities for agricultural products in both aggregated and disaggregated levels it is possible to predict
the plausible effects of trade liberalization on agriculture. For South Korea, it is established that the more
agricultural import is disaggregated, the higher the import demand elasticity is.
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a. Graphical illustration of LDCs Food import
The graph above shows how Food imports of developing countries have been on the increase over the past decade
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Share of Food Import Bills in Total Value of Merchandise Import
Share of food import bills in total value of merchandise exports as shown above displays the differences in
underlying trends in the shares for the two groups of importers i.e. the LDCs and the NFIDCs. The stark
difference in their levels: starting from about the same level, at roughly 82 percent, the share for the LDCs has
increased (though rather undecidedly) to and fluctuated around 72 percent between 1992 and 1997, while the share
of the NFIDCs declined to and fluctuated around 22 percent during the same period.
Among transformation economies, the value of price and income elasticities within the range usually reported in
the literature on this subject is found for the Czech Republic [67. A high GDP growth and the exchange rate
appreciation are referred to as two main causes of the rise in Russia’s agricultural imports [157]. Using aggregated
data of Ukraine’s agricultural trade, [167], found weak evidence that agricultural exports and imports are neutral
in respect to the real exchange rate. Higher wages contribute to an increase in agricultural imports. As higher
agricultural production is associated with lower import growth, it is possible to argue that there is an import
substitution in Ukraine’s agriculture.
Service Import
Services refer to economic output of intangible commodities that may be produced, transferred, and consumed at
the same time. International transactions in services are defined by the IMF's Balance of Payments Manual (1993).
The service sector of recent has been in the forefront in driving growth in most developing and even developed
countries [17]. This is attributed mainly to the widespread belief that an efficient services sector is highly
important for international trade and economic growth [187. Generally, the services sector provides crucial
support to other sectors in the economy and industries as a whole for instance, through finance, transportation,
communication, wholesaling, communications and other business services. Besides it contributes immensely to
various economic activities. Thus, an increase in services trade and the availability of various subservices may also
boost economic growth by improving the performance of other industries. This is due to the fact that the services
sector can offer key intermediate inputs, especially in an increasingly globalised world economy. As observed by
[197, services trade facilitates countries import drive.
Theoretical Literature
Here relevant theories of trade were highlighted to put the current study into perspective. These theories include:
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Early Classical Theory of Free Trade
Following the unprecedented success of England in the fields of trade and industry, Adam Smith theory of free
trade was formulated and contain in the Publication” an enquiry into the causes and nature of the wealth of
Nations” in 1776. It was later followed by David Ricardo’s principles of economics (1951).
The basic premises set out by Adams Smith was that trade should be based on absolute cost advantage since
division of labour reduces cost and ensures effective competition as experienced then in England. This made
Ricardo to come out with a more comprehensive theory of free trade due to the advancement in industrial
capitalism during his time, unlike the time of Adam Smith. Ricardo’s era witnessed rapid growth of large scale
industries and captures markets in overseas colonies imports of wage goods (corn) had a special role by cheapening
wages and hence labour cost for industries in Ricardo’s England as opposed to by the mercantilist policies of
protection. Thus, both Smith and Ricardo are opposed to the mercantilist view of trade that encourages protection
this protectionism stance in their view hinders production efficiency at a global level which led Ricardo to
conclude that to achieve efficiency and improvement in the welfare of the citizens of the world trade should be
based on comparative cost advantage. This was based on the fact that since the introduction of machines in
production, cost was based on labour hours which was based on the assumption that world is producing only two
commodities.

Consumer Demand and Trade Theory
The Ricardian trade doctrine was unable to clearly establish the role of demand as an explanation of the term of
trade in exchange. Thus, J.S. Mill in an effort at balancing the act introduces the notion of reciprocal demand in
which a few years later Alfred Marshall further advanced the role of demand in term of “offer curve” construct
which to him completed the Ricardian trade theory by determining the terms of trade.
However, the supply side embedded in these theories had in the meantime changed drastically from the Ricardian
notion of fixed labour time inputs to “real costs”. These costs for Marshall were measured by the subjective
disability or sacrifices of labour at the job. In addition, output was subject to diminishing returns, with changing
factor proportion rather than with constant factor (labour) coefficients as in Ricardo’s units of a bale
“representative bale” of goods offered by the respective nations in the two-country model bare the mark of the
demand as well as supply. Factors as above settled the terms of trade at a stable equilibrium, as long as goods
exchanged were of a normal category, with elastic demand and production was not subject to increasing returns.
Possibilities of multiple equilibrium as arose when the above conditions were fulfilled, were carefully avoided by
Marshall by assuming that all cost are irreversible, even when subject to increasing returns [207].

Import Demand and Trade Theories

Drawing from literature, the major strands of theories explaining the import demand function include the
imperfect substitution theory, Keynesian theory, neo-classical theory, Monetarist theory and the production
theory. [217, Observed that Common among these theories is the fact that the role of income, price and exchange
rates in the determination of trade was emphasized. The imperfect substitution theory, otherwise known as the
new trade theory, developed in the early 1980s by Paul Krugman, was of the opinion that the link between income
and import demand goes beyond the purchasing power effect. It further emphasized the assumption of
differentiated goods, economies of scale and monopolistic competition [227]. The theory assumes that imports and
exports are not perfect substitutes as such it went further to explains the role of income in determining the volume
of imports at a more disaggregated level [237. The Keynesian import demand function otherwise known as the
perfect substitute’s model, on the other hand, is based on macroeconomic multiplier analysis. In the model, relative
prices are assumed to be rigid while employment is variable. The model assumes international capital movements
which passively adjust to restore the trade balance. The thrust of this model is the relationship between income
and import demand at the aggregate level. The relationship can be defined by a few ratios such as the average and
marginal propensity to import and the income elasticity of imports. The perfect substitute’s model is based on the
assumption that traded goods are perfectly substitutes. But in reality, traded goods are not perfect substitutes
hence both imported goods and locally produced goods coexist in the same market [247].
The monetarist approach focuses on income growth which raises the demand for imported goods initially to meet
autonomous demand i.e. consumption effect for new products and subsequently to offset the failure of absorption
capacity (production effect) in the country, [257. Here balance of payment is the focus and again exchange rate
policy plays a crucial role (this may occur in the case of relative price, where the change in demand for goods to be
imported (exported) is greater than the change in demand for goods to be exported (imported) termed “export
biased” (“import biased”) ones [267]. As such the absence (availability) of foreign exchange would lead to foreign
exchange constraint (surplus). The absence of foreign exchange (in the short term was found to play a significant
role in trade flows [277], while buttressing exchange rate policies of devaluation [287]. Devaluation of a currency
will increase prices of imported while lowering prices of exported goods and dampen or increase the volume and
composition of imports (exports) available to consumers or producers while increasing savings in foreign exchange
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[297]. Thus, the theoretical literature suggests three models; however, two models are commonly used in
estimating the import demand function. These are the imperfect substitute model and the perfect substitute model.
The perfect substitute’s model is based on the assumption that traded goods are perfect substitutes, suggesting
that a country can be either an importer or an exporter but not both [307. But in reality, traded goods are not
perfect substitutes hence imported goods and locally produced goods coexist on the same market.
In addition, the increasing trade among nations and existence of intra-industry trade has further put question
marks on the validity of the perfect substitute’s hypothesis. The perfect substitute’s model has attracted less
attention in the empirical studies since it seems to be less realistic while the perfect substitution model has
received more attention.

Traditional import function
Consumer’s demand as specified by the Marshallian demand function specifies what the consumer would buy in
each price and income or wealth situation, assuming it perfectly solves the utility maximization problem. This
argument is extended to the demand for imports such that the demand for imports by a consumer is influenced by
income and import prices as well as the prices of other commodities. The sum of individual demand for imports
constitutes the aggregate imports demand for the economy [317], in Englama et al,, Traditionally, under the
assumptions of the theory of demand, in which an individual consumer attempts to maximize his satisfaction under
budget constraint; the quantity of total imports is a function of real income and relative prices. Mathematically,
this may be written as:

Yt PM
M; = M, (P_Dt'P_Dt) ...................................................... (1)
Where
M; = quantity of total imports during period t,
Yt . . .
Y real income during period t,
PM _ . S
Ppc = index to domestic price index).

Under the assumptions of the equation (2.1), data have been analyzed in different ways to obtain quantitative
estimates of the relation of imports either total or/and disaggregated with prices and income.
This study is in line with [287], which adopts the traditional import function in economic theory in modeling their
data. In which variables used included import demand, domestic price level and an income variable. Their
empirical results supported the view that relative price and real income are important factors influencing the
demand for imports. Thus, this study is in line with the Gaffar traditional import function.
Empirical Literature on Import Demand
International trade occupies important place in the affairs of countries the world over. Studies carried out on
import demand globally and narrowed down to Nigeria, would also be reviewed to serve as a guide in this
research.
MATERIALS AND METHOD
Modeling Import Demand Function for Nigeria
Import demand function model for Nigeria would be modelled for easier understanding of the research.
Data and Model for the Study
Data for the study was generated for the period 1987 to 2020 using annual data from the World Bank compiled by
world Integrated Trade System (WITS), International Monetary Fund’s International Financial Statistics Year
book, the Central Bank of Nigeria annual report various issues, National Bureau for Statistics, various issues and
any other relevant source. The variables for the study would be:
1. Food imports
ii. service imports
DATA ANALYSIS AND RESULTS
Correlation Analysis
To determine the relationship between the variables, correlation analysis was carried out and the result is
presented in table 1.
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Table1 :Correlation Result

LFD LGDP LRPFD LFEX LPOP LTRO
LFD 1.000000
LGDP 0.275111 1.000000
LRPFD -0.845079 -0.933060 1.000000
LFEX 0.851633 0.163551 -0.272902 1.000000
LPOP 0.895960 0.980691 -0.970961 0.225916 1.000000
LTRO -0.033588 0.401417 -0.889757 -0.765239 0.8375196 1.000000

Authors computation using Eviews 10 (2025)

Table 1, reports the pairwise correlations among the logged variables used in the food import demand model.
Food import demand (LFD) is positively correlated with real GDP (r = 0.275), foreign exchange availability (r =
0.352), and population size (r = 0.396), indicating that income growth, access to foreign exchange, and
demographic pressure are associated with higher food import volumes. Conversely, LFD is negatively correlated
with the relative price of food imports (r = -0.845), consistent with theoretical expectations that higher relative
import prices dampen import demand. Trade openness (LTRO) exhibits a weak correlation with food imports (r =
-0.034), suggesting a limited direct association. Among the explanatory variables, real GDP and population are
highly correlated (r = 0.981), while the relative price of food imports shows strong negative correlations with both
GDP (r = -0.938) and population (r = -0.971), indicating potential multicollinearity. Trade openness is moderately
correlated with GDP (r = 0.401) but strongly negatively correlated with foreign exchange availability (r = -0.765).

Unit Root Test / Test of Stationarity
In table 2, a unit root test or test of the stationarity properties of the variables were conducted.
Table 2: Shows the Result of Stationarity Test

Variable ADF Test (Level) ADF Test (1st Diff) ﬁl?fgra?if)ier of
LFD -2.362 (p = 0.1603) -6.659 (p = 0.0000) I(1)
LGDP -0.015 (p = 0.9499) -8.555 (p = 0.0132) I(1)
LRPFD -4.027 (p = 0.0181) — 1(0)
LFEX -2.284 (p = 0.1832) -4.597 (p = 0.0049) I(1)
LPOP -4.385 (p = 0.0091) — I(0)
LTRO -2.420 (p = 0.3628) -4.943 (p = 0.0021) I(1)
LSER -2.148 (p = 0.5031) -5.812 (p = 0.0002) I(1)
LRPSER -1.908 (p = 0.6287) -4.960 (p = 0.0020) I(1)

Authors computation using Eviews 10 (2025)

The ADF results indicate a mixed order of integration among the variables. Food imports (LFD), GDP (LGDP),
foreign exchange availability (LFEX), trade openness (LTRO), service imports (LSER), and the relative price of
service imports (LRPSER) are non-stationary in levels but become stationary after first differencing, indicating
I(1). In contrast, relative food import prices (LRPFD) and population (LPOP) are stationary at levels, 1(0). This
mixed integration order justifies the use of the ARDL framework.
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Lag Selection Criteria
Table 8: Optimal lag(s) selection criteria

Lag LogL LR FPE AIC SC HQ

0 31.23693 NA 7.49e-09 -1.682462 -1.402223 -1.592811
1 304.3481 418.7704 1.08e-15 -17.48987 -15.52820 -16.86232
2 380.1273 85.88316% 1.04€-16% -20.14182% -16.49871% -18.97636%*

Source: Authors computation using Eviews 10

Table 4.3 presents the results of the lag length selection criteria. The Likelihood Ratio (LR) test, Final Prediction
Error (FPE), Akaike Information Criterion (AIC), Schwarz Criterion (SC), and Hannan-Quinn Criterion (HQ) are
reported for lag orders O to 2. The results indicate that lag order 2 is optimal, as it minimizes the values of FPE,
AIC, SC, and HQ, and is also supported by the LR test. Consequently, a lag length of two periods is selected for
the empirical analysis, ensuring adequate capture of the dynamic structure of the model while avoiding over-
parameterization.

Autoregressive Distributed Lag model (ARDL) bound test for cointegration
Table 4: Bound test for Food Demand

ARDL bound test of co-integration

Lag =1 F-statistics = 7.690822%
Critical Value Bound of the F-statistics
K 10% 5% 2.5% 1%
I(o)  1I(1) I(o)  1I(1) I(0)  1(1) I(o)  1I(1)
5 2.08 3 2.39 3.38 2.7 3.06 3.74 4.15

Note: * implies that computed f-statistics is above upper bound values
Source: Authors computation using Eviews 10 (2025)
The ARDL Bounds Test is used to determine the existence of a long-run relationship (cointegration) among
variables in a model. The null hypothesis of the test states that there is no long-run relationship (no levels
relationship) among the variables. In Table 4 test, the calculated F-statistic is 9.516334, which is compared against
the critical value bounds at different significance levels (1%, 2.5%, 5%, and 10%). The number of independent
variables, denoted by k = 5, determines the appropriate critical bounds to use. At the 5% level, the lower bound
I(0) is 2.39, and the upper bound I(1) is 8.38. The F-statistic of 7.690822 exceeds the upper bound (I(1) = 3.38) at
the 5% level and also surpasses the upper bounds at the 2.5% (3.73) and 1% (4.15) levels. Thus, since the F'-statistic
is greater than the upper bound at all conventional significance levels, we reject the null hypothesis of no levels
relationship. Hence there is strong statistical evidence of a long-run cointegration relationship among the
variables in the model. This implies that despite short-run fluctuations, the variables tend to move together over
time and are bound by a stable long-run equilibrium relationship.

Model: I Food Imports

Table 5: Estimated Long run coefficients of (LID) based on ARDL model

Variable Coefficient Std. Error t-Statistic Prob.
LGDP -3.762814 0.862016 -10.39407 0.0000
LRPFD 0.715588 0.111844 6.398105 0.0000
LFEX -0.752512 0.320505 -2.347895 0.0321
LPOP 11.99616 1.186653 10.10924 0.0000
LTRO -0.420919 0.142904 -2.945467 0.0095
C -104.4665 12.65998 -8.251712 0.0000

Authors computation using Eviews 10 (2025)

Table 5 reports the estimated long-run coefficients of the ARDL model for food import demand in Nigeria. Gross
domestic product (LGDP) exerts a negative and statistically significant effect on food imports, with an elasticity of
-3.76 (p < 0.01), indicating that GDP is associated with a substantial long-run reduction in food import demand.
This suggests that improvements in domestic productive capacity accompanying income growth may reduce
reliance on imported food. The coefficient of the relative price of food imports (LRPFD) is positive and significant
(0.72, p < 0.01), implying that higher relative import prices are associated with increased food import demand in
the long run. This counterintuitive result may reflect Nigeria's structural dependence on imported food and
limited short-to-medium-term substitutability with domestic production. Foreign exchange availability (LFEX)
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has a negative and significant impact on food imports (-0.75, p < 0.05), suggesting that increased foreign exchange
availability does not necessarily translate into higher food imports, possibly due to policy interventions or
prioritization of non-food imports. Population size (LPOP) exhibits a large positive and highly significant effect on
food import demand, with an elasticity of approximately 12.00 (p < 0.01), underscoring the strong pressure
exerted by population growth on domestic food supply and the consequent reliance on imports. Trade openness
(LTRO) is negatively and significantly related to food imports (-0.42, p < 0.01), indicating that increased openness
may support domestic food production or import substitution in the long run. The constant term is negative and
statistically significant, reflecting the combined influence of omitted factors captured by the intercept.
Table 6: Bound test for Service Import

ARDL bound test of co-integration

Lag =1 I'-statistics = 9.344480%
Critical Value Bound of the F-statistics
K 10% 5% 2.5% 1%
I(o)  1I(1) I(o)  1I(1) I(0)  1I(1) I(0)  1I(1)
5 2.08 3 2.39 3.8 2.7 3.06 3.74 4.15

Note: * implies that computed f-statistics is above upper bound values
Source: Authors computation using Eviews 10 (2025)
The ARDL Bounds Test is used to determine the existence of a long-run relationship (cointegration) among
variables in a model. The null hypothesis of the test states that there is no long-run relationship (no levels
relationship) among the variables. In Table 6 test, the calculated F-statistic is 9.516334, which is compared against
the critical value bounds at different significance levels (1%, 2.5%, 5%, and 10%). The number of independent
variables, denoted by k = 5, determines the appropriate critical bounds to use. At the 5% level, the lower bound
[(0) is 2.39, and the upper bound I(1) is 8.38. The F-statistic of 9.3444:80 exceeds the upper bound (I(1) = 8.88) at
the 5% level and also surpasses the upper bounds at the 2.5% (3.73) and 1% (4.15) levels. Thus, since the F-statistic
is greater than the upper bound at all conventional significance levels, we reject the null hypothesis of no levels
relationship. Hence there is strong statistical evidence of a long-run cointegration relationship among the
variables in the model. This implies that despite short-run fluctuations, the variables tend to move together over
time and are bound by a stable long-run equilibrium relationship.
Model: IT Service Imports

Table 7: Estimated Long run coefficients of (LSER) based on ARDL model

Variable Coefficient Std. Error t-Statistic Prob.
LGDP -6.347113 3.546609 -1.789629 0.0987
LRPSER 1.218538 0.497624 2.448713 0.0271
LFEX -2.702967 1.965597 -1.375188 0.1893
LPOP 19.43264 8.342828 2.8329262 0.0342
LTRO -1.215742 0.995234 -1.221564 0.2407
C -159.6674 49.45140 -3.228773 0.0056

Authors computation using Eviews 10 (2025)

Table 7, presents the estimated long-run coefficients of the ARDL model for service imports in Nigeria. GDP
(LGDP) carries a negative coefficient and is not significant at the 5 per cent level (-6.35; p = 0.094), suggesting
that long-run economic growth may be associated with a reduction in service import demand, possibly reflecting
the gradual development of domestic service capacity. The relative price of service imports (LRPSER) exhibits a
positive and statistically significant effect (1.22; p < 0.05), indicating that increases in the relative price of imported
services are associated with higher service import demand. This is contrary to theory as the result points to
structural dependence on foreign services and limited domestic substitutes in the long run. Foreign exchange
availability (LFEX) is negative but statistically insignificant, implying that access to foreign exchange does not
exert a decisive long-run influence on service import demand. Population size (LPOP) has a large positive and
significant coefficient (19.43; p < 0.05), highlighting the strong role of demographic expansion in driving demand
for imported services. Trade openness (LTRO) is negative and statistically insignificant, suggesting that openness
alone does not significantly shape long-run service import demand. The constant term is negative and significant,
reflecting the influence of omitted long-run structural factors.
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Major Findings
The empirical results from the ARDL long-run estimates reveal important differences and similarities in the
determinants of food and service import demand in Nigeria. For food imports, real GDP exerts a negative and
statistically significant effect, indicating that economic growth reduces long-run reliance on imported food,
possibly through improved domestic production capacity. In contrast, GDP does not significantly influence service
imports at conventional levels, suggesting weaker income responsiveness in the service import sector. Relative
import prices for both food and services display positive and significant effects, contrary to conventional demand
theory. This finding signifies Nigeria’s structural dependence on imported food and services and the limited
availability of close domestic substitutes in the long run. Foreign exchange availability shows a significant
negative effect on food imports but remains insignificant for service imports, implying differential allocation of
foreign exchange across sectors. Population growth emerges as a strong and significant driver of both food and
service imports, highlighting the pressure of demographic expansion on domestic supply capacity. Trade openness
is found to reduce food import demand in the long run, suggesting potential import substitution effects, while its
impact on service imports is statistically insignificant. Overall, the findings suggest that Nigeria's import demand
dynamics are shaped more by structural and demographic factors than by price and income mechanisms alone,
with important policy implications for domestic capacity building and import substitution strategies.
Discussion
This study empirically examined the determinants of food and service import demand in Nigeria using the
Autoregressive Distributed Lag (ARDL) modelling framework. The analysis focused on the long-run effects of
real income (GDP), relative import prices, foreign exchange availability, population growth, and trade openness on
import demand for food and services. The findings reveal the existence of strong long-run relationships between
import demand and its key macroeconomic determinants, with notable differences in responsiveness across the
food and service sectors. The results show that economic growth significantly reduces food import demand but
does not exert a statistically strong influence on service imports. Relative import prices for both food and services
positively influence import demand, reflecting structural dependence on imports and limited domestic
substitutability. Population growth emerges as a dominant driver of both food and service imports, while trade
openness and foreign exchange availability exhibit sector-specific effects.
CONCLUSION
The study concludes that Nigeria's food and service import demand is largely driven by structural, demographic,
and institutional factors, rather than by conventional price and income mechanisms alone. The negative impact of
GDP on food imports suggests that economic growth, when accompanied by improvements in domestic
productive capacity, can reduce dependence on food imports. However, the weak income effect on service imports
indicates persistent reliance on foreign services due to underdeveloped domestic service industries. The positive
relationship between relative import prices and import demand for both sectors is counterintuitive and highlights
the rigidity of Nigeria's import structure, where higher prices do not significantly deter imports due to limited
domestic alternatives. Population growth significantly intensifies import demand across both sectors,
underscoring the pressure placed on domestic supply systems. Trade openness contributes to lower food imports
but has limited influence on service imports, while foreign exchange availability does not necessarily translate into
increased imports, reflecting policy controls and allocation priorities. Overall, the findings suggest that without
deliberate structural reforms and domestic capacity development, Nigeria's import dependence particularly for
food and services will persist despite economic growth.
Recommendations
Based on the empirical findings, the following policy recommendations are advanced:

i.  Government should intensify investments in agriculture through improved access to modern inputs,
mechanization, irrigation, and extension services to ensure that economic growth translates into
sustained reductions in food import dependence.

ii. Targeted policies should promote the growth of local service industries especially in ICT, finance,
transport, education, and professional services to reduce reliance on imported services and improve
domestic competitiveness.

iii. The counterintuitive price effects suggest limited substitutability therefore, import substitution strategies
should focus on improving product quality, reliability, and scale of domestic production rather than
relying solely on price-based trade restrictions.

iv. Population growth significantly drives import demand hence, demographic trends should be integrated
into agricultural, industrial, and service sector planning to align domestic supply with rising demand.

V. Trade policies should encourage openness that supports domestic production through technology
transfer, value-chain integration, and access to intermediate inputs rather than increasing consumption-
oriented imports.
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Vi. Foreign exchange management should prioritize productive sectors that enhance domestic capacity and
export potential, thereby reducing long-term import dependence.
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