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A b s t r a c t

igerian economy is mono-cultural, depending on a single 

Ncommodity–oil. Other sectors of the economy have been relegated to 

the background, while the management of oil revenues has proven 

inefcacious in driving the economy to bring about the needed level of 

development. This scenario has serious negative implications on the nation's 

development calculus, as after ve decades of exploration activities, a good 

percentage of Nigerians live in abject poverty, unemployment is double-digit 

and productivity is at its lowest ebb. Given this scenario, the study seeks 

possible ways of diversifying the productive base of the Nigerian economy. 

Using descriptive method of analysis, it is revealed that considering Nigeria's 

peculiar circumstances and the successes recorded before the advent of oil, for 

Nigeria to break loose from the problems inherent in a monotype-economy, 

especially one largely dominated by oil, which is subject to depletion, 

international price shocks and unfavourable quota arrangement, there is need 

for diversication. Agricultural suggested as possible options for diversifying 

the Nigerian economy. Drawing from the implications of the study, certain 

recommendations, which include among others, improvement of hybrid 

species (both plant and animal), provision of complementary inputs, and direct 

involvement of government in the business of agriculture?
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Background to the Study

Nigeria is the largest oil exporting country in Africa and has a rapidly growing economy. 

The country follows a resource based growth strategy driven by the production and 

exporting of oil. With the volatility of global oil prices and often volatile growth of 

Nigeria's economy, the country has wasted much of its opportunities to break away from 

underdevelopment despite its massive natural and human resources endowments. It has 

dwelled only on its huge crude oil resources as the major source of revenue, driving a 

monolithic economy for years in spite of the enormous developmental challenges it faces. 

Regrettably, the oil resources are being mismanaged and a substantial part of it has gone 

on rent seeking and red-tapism common in Nigerian bureaucracy. For more than a decade 

now, Nigeria has been enjoying high levels of economic growth, human development, and 

relative political stability. As it continues along the path of economic progress, it is 

imperative that the country nds ways to diversify its economy by boosting nontraditional 

sectors, expanding its range of products for exports and engaging new economic and trade 

partners. 

The economic nerve center of Africa shifted northward when Nigeria took South Africa's 

long-held position as the country with the continent's largest Gross Domestic Product 

(GDP). While GDP neither reects the wealth distribution nor accounts for the size of the 

population, it is a signicant indication of Nigeria's emerging economic power. If these 

growing resources are invested intelligently, the country can benet and exceed the 

International Money Fund's estimated GDP growth of seven per cent in past years. As a 

matter of priority, Nigeria government must encourage the diversication of Nigeria's 

economy. It is the only viable way to survive the current environment of global economic 

uncertainty with the volatility of oil price. It is crucial that government do not believe that 

oil provides an endless source of revenue. At the advent of democracy in 1999, Obasanjo's 

rst full national budget in 2000 was under N600bn naira but now we have as much as 80% 

increase over this, yet we can only see little development but surplus of preaching's and 

governance by billboards while vision 20-2020 is in a state of rest like Newton's rst law of 

thermodynamics. We say unequivocally that resource looting and wastage is much 

concentrated at the state levels, because most of our Governors are not just most wanting 

but problematic and the very impediment to development.

Diversication presents the most competitive and strategic option for Nigeria in light of 

her developmental challenges and given her background. Diversication has a lot of 

benets for Nigeria to maximally utilize her abundant resource – base to rebuild the 

economy and enjoy the benets of all the linkages, synergy, economies of scale, grow 

national technology and foreign investment prole, build human capital, exploit new 

opportunities, lessen averagely operational costs, increase national competitiveness and 

grow the standard of living and condence of the citizens for national renaissance.

Diversication does not occur in a vacuum. And, the need to have in place an enabling 

environment to make diversication possible remains necessary. A number of key drivers 

have already been identied. These, for example, include investment, trade and industrial 
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policies; a dynamic growth performance; macroeconomic stability; a competitive 

exchange rate and expansionary but responsible scal policy as well as institutional 

variables such as good governance and absence of conict and corruption.

However, Nigeria has made some effort towards achieving economic recovery, the

full-anticipated benets are far from being realized. Various studies such as those by Onoh 

(1973), Iniodu (1995) and Olakitan (1998) unanimously point to the deviation away from 

the non-oil sector of the economy to a mono-economy largely dominated by oil, as 

responsible for the despicable performance recorded by the Nigerian economy over the 

years.

The near total dependence on a mono product (oil), which operates on a quota system, has 

rendered the Nigerian economy vulnerable to uctuations in world prices of petroleum 

and its products (Iniodu, 1995). The diversion of attention from agriculture–which was 

once the mainstay of the economy, came because of the favourable oil shocks of 1970s. This 

ushered in the era of 'oil boom.' As submitted by Adubi (2004), this popular Dutch disease 

syndrome made agricultural products less competitive and led to importation of cheap 

agricultural food and capital items. Albeit so much has been said regarding the 

compelling need for Nigeria to urgently diversify its economy, there is paucity of research 

in this area. More so, inadequate study has been incorporated in tourism–which is a 

thriving sector in Nigeria, as an option for diversifying the economy. 

Despite abundant natural and human resources, Nigeria remains a poor country. Up to 

the end of the 1960s, the country was self-sufcient in food production and even a net 

exporter of agricultural produce. Since the early 1970s however, as oil became a major 

foreign exchange earner and contributor to GDP, other sectors of the economy especially 

agriculture and tourism, have been relegated to the background. The result is that the non-

oil sector of the economy has stagnated, while crude revenues have not been managed 

effectively to stimulate desired growth levels and sustainable economic 

development(Sunday, Clement & Eteng, 2013).

 

The objective of the study was to examine two sectors of the Nigerian economy 

(agriculture and tourism) which when applied into practice will boost the overall Gross 

Domestic Product (GDP) of the economy rather than depending on the oil sector alone.

Therefore, using the descriptive approach, this study aims at llingthis research gap by 

taking a sweeping look at the agricultural sector which is crucial for diversifying the 

nation's economy. 

Litrature Review

Conceptual Framework

Diversication implies “movement into new elds, stimulation and expansion of existing 

traditional products.” Diversication does not discourage specialization, but requires that 

resources be channeled into the best alternative uses (Ayeni, 1987; Iniodu, 1995). In 

macroeconomic planning, diversication promotes growth and development through the 
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mobilization of savings from surplus sectors for use in the development of decit sectors 

of the economy. Options for diversifying an economy abound, such as agriculture, 

entertainment, nancial services, industrialization, information and communication 

technology, tourism, etc. However, it is worthy to note that country-specic circumstances 

ought to as a matter of necessity, be considered. This is cogent, since due to structural 

differences, a model that ts an economy perfectly well may prove irrelevant in another. 

With a major objective of diversifying the productive base of the Nigerian economy with a 

view to reducing dependence on the oil sector, this study zero in on 'agriculture' and 

'tourism,' as imperatives. The choice of this dual approach is informed by the huge 

successes recorded by some Asian countries–which are collectively referred to as 'Asian 

Tigers'–in applying these imperatives, as well as the fact that these countries were 

basically at the same level of national development with Nigeria, at the time of their 

respective take-off and still share certain similarities with Nigeria. The effects of 

diversication in an economy (if properly carried out), is represented in Figure 1.

Panel A

Panel B

DIVERSIFIED ECONOMY
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Remarkable progress inherent
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The above schema paints a picture of possible effects of diversication on an economy. It is 
explicit as shown in panel A that dependence on a single commodity, for instance, oil, in the 
case of Nigeria, the economy is prone to both internal and external shocks, which 
ultimately result in structural defects. As posited by Ayeni (1987), the reason for such 
defects is anchored on the fact that in the event of any decit, there will be no other 
sector(s) to mobilize surpluses for use by the decit sector(s). Given the shift (total or 
partial)–but in most cases partial, away from a single item to other sectors of the economy 
(i.e. agriculture and tourism) as reected in panel B, the economy tends to be insulated 
from shocks. Assuredly, the economy becomes devoid of structural defects and ceteris 
paribus, this brings about an appreciable level of progress. An in-depth analysis of the two 
sectors heretofore mentioned is presented in the ensuing sections.

Empirical Studies
Studies and mathematical models have shown that maintaining a well- diversied 
economy will yield the most cost-effective level of risk reduction and economic growth in 
a country. Samuelson (1968) in describing economic diversication as an act of investing 
in a variety of assets, mentioned its benet as that which reduces risk especially in the time 
of recession, ination, deation etc. 

Economic diversication strives to smooth out unsystematic risk events in a portfolio so 
that the positive performance of some investments will neutralize the negative 
performance of others. An empirical example relating economic diversication to risk 
reduction and economic growth was a research carried out by Elton and Gruber (1977). 
They worked out an empirical example of the gains from economic diversication. Their 
approach was to consider a population of 3,290 securities available for possible inclusion 
in a portfolio, and to consider the average risk over all possible randomly chosen n-asset 
portfolios with equal amounts held in each included asset, for various values of n. Their 
result shows that most of the gains from diversication come for n≤30which indicates 
continuous economic growth.

Table 1.

Source: http://en.wikipedia.org/wiki/diversifcation_(nance)

Number of Stocks in 
Portfolio  

Average Standard Deviation 
of Annual Portfolio  

Ratio of portfolio Standard Deviation to 
Standard Deviation of a Single Stock
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400 19.29 0.39

500 19.27 0.39

1000 19.21 0.39
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Oliner and Sichel (2000), Jorgenson and Stiroh (2000) and Whelan (2000) used endogenous 

growth model to study the implication of growth rebound in the US economy. Their 

ndings support the assertion omproving economic diversication through other 

means like information technology which they see as the main sources of the rebound; 

hence the role of technological progress in agriculture cannot be underestimated. 

Other researchers like Young (1995) applied the same framework and discovered that the 

higher growth of output in the newly industrialized countries of East Asia than the rest of 

the world is almost entirely due to rising in economic diversication which increases 

labour force participation and empowerment in labour quality (through knowledge 

accumulation) and not attributable to rapid technological progress. Adebayo (1999) noted 

this when he said that the neglect of agriculture, the rural economy and the concentration 

of economic activity in the oil sector was the cause of the current scarcity of raw materials, 

which has led to heavy imports of raw materials and foodstuff. Muttaka (2015) examined 

the effect of Nigeria's oil dependency on economic growth. He observed that Nigeria has 

wasted much of its opportunities to break away from underdevelopment despite its 

massive natural and human resources endowment due to heavy reliance on her huge 

crude oil resources, regrettably mismanaged, as the major source of revenue. He 

identied and discussed on some key drivers of economic diversication such as 

investment, governance and regional dimensions of economic diversication as well as 

human and natural resources. He maintained that of all the other drivers, good 

governance remains a prerequisite in building an enabling environment for such 

diversication.

Onucheyo (2001) earlier predicted the fall in oil prices, when he pointed out that in the 21st 

century nuclear, solar, and geothermal and other energy sources will be sufciently 

developed to meet most of the world's energy requirements. A situation which, according 

to Onucheyo(2001) raises fears for Nigeria's oil powered mono-cultural economy. 

Onucheyo (2001) maintained that Nigeria's position in the 21st century will not depend on 

its oil, but the development of its agricultural sector and related human resources. 

Egunjobi (2012) assessed the impact of urban unemployment on economic growth using 

co-integration and the error correction mechanisms. The research was of the opinion that 

income, government expenditure and investment in human resources had direct impact 

while urban-unemployment rate had an indirect impact on economic growth. Hence, he 

recommended investment in human resources.

Nonetheless, this research has really lled a knowledge gap by studying two important 

macroeconomic variables: agriculture and tourism management in Nigeria. Other 

researches already carried out were done with variables like agriculture or human 

resources separately, but this study has lled a gap by combining the two variables. 

Hence, agriculture and tourism is needed to compliment capital for the inducement of 

growth in the long run and increase in the standard of living.
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Agriculture
Agriculture involves the cultivation of land, raising and rearing of animals for providing 
food for human consumption, raw materials for industries and feed for animals. It is 
composed of crop production, livestock, forestry and shing.

Agriculture was the mainstay of Nigeria up to the period oil was discovered in 
commercial quantity, with the rst export dating back to the 16th century when James 
Watt and his crew shipped 32 barrels of palm oil along with 150 elephant tusks and 589 
sacks of pepper from Nigeria to England (NTJ, 1967:53). The place of agriculture in 
Nigeria's economy has remained critical over the decades. Prior to the political crisis of 
1967-1970, agriculture's positive contributions to the economy were instrumental in 
sustaining economic growth and stability. The bulk of food demand was satised from 
domestic output, thereby obviating the need to utilize scarce foreign exchange resources 
on food importation. Stable growth in agricultural exports constituted the backbone of a 
favourable balance of trade. Sustainable amounts of capital were derived from the 
agricultural sector through the imposition of several taxes and accumulation of 
marketing surpluses, which were used to nance many developmental projects. A typical 
example is the rst Nigerian skyscraper – the cocoa house in Ibadan, which was built with 
proceeds from the sale of cocoa. However, the crisis that developed in Nigerian economy 
during the civil war became more serious in the early 1970s, which coincided with the 
rising fortunes of the petroleum sector. From that period to date, agriculture's 
contributions to the economy became relatively insignicant. This development is 
reected in rising food prices and ination, increased imports of food and agricultural 
raw materials for local industries, a relative decline in agricultural export earnings and 
deteriorating living conditions in the rural areas. The sector, which employed 71% of the 
total labour force in 1960, employed only 56% in 1977. The number stood at 68% in 1980, 
falling to 55% in 1986, 1987 and 1988; and 57% annually from 1989 to 1992, and has 
continued to nosedive until date.

Ojo (1994) classied the problems associated with Nigerian agricultural development 
into six groups, namely: environment, land, labour, capital, technology, and marketing. 
The above constraints have implications for agricultural productivity in Nigeria. For 
instance, they make productivity in the agricultural sector very low. The fundamental 
problem is thus how to improve productivity.

The Role of Agriculture in the Economic Development of Nigeria
The traditional approach to the role of agriculture in economic development is 
formulated in terms of the contributions the agricultural sector can make or the functions 
it can perform during the process of economic development (Anyanwu et al., 1997). As 
stated by Reynolds (1975), agricultural development can promote the economic 
development of the underdeveloped countries in four distinct ways by: increasing the 
supply of food for domestic consumption and releasing the labour force needed for 
industrial employment; enlarging the size of the domestic market for the manufacturing 
sector; increasing the supply of domestic savings; and providing the foreign exchange 
earned by agricultural imports.
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According to Omawale and Rogrigues (1979), agriculture has been assigned an important 

role in national development by most developing countries. It has been seen as a means of 

reducing dependence on certain importations, containing food price increases, earning 

foreign exchange, absorbing many new entrants to the labour market and increasing farm 

incomes at times of severe unemployment and rural poverty.

Agreeing with the above views, Johnston (1970) submitted that the appraisal of 

agriculture's contribution or role in the national economy can be made using four criteria, 

namely: the proportion of the population engaged in agriculture; the share of agriculture 

in the Gross Domestic Product (GDP); the proportion of the nation's resources (other than 

labour) devoted to or employed in agricultural production; and the contribution of the 

agricultural sector to foreign trade. The ensuing section appraises some agriculture 

parameters as reected in their contribution to the overall development of the Nigerian 

economy.

Appraisal of Some Agriculture Parameters

Agriculture and Employment

A World Bank Report (1970) puts it that the agricultural sector employed 71% of the total 

labour force in Nigeria in 1960. By 1977, this had dropped to 56%. It increased to 68% in 

1980, before falling to 55% in 1985, 53% in 1986, 55% in 1987 and 1988, and 57% annually 

from 1989 to 1992.

This downward trend has continued into the 2000s. The fall in the labour force has been 

due to structural changes in the economy where other sectors are assuming different 

dimensions and engaging more labour than they previously did. It is necessary to point 

out that given the importance of labour in agriculture of most African countries including 

Nigeria, and the poor labour absorptive capacity of their industrial sector, rapid outow of 

labour from the agricultural sector has generated not only social but economic problems as 

well. A partial consequence of high labour outow, especially the youth labour force, 

whichEssien (2008) refers to, as “the life-wire of agriculture” from agriculture, has been a 

decline of agricultural production in Nigeria in recent years. Enhancement of agriculture, 

labour and productivity should therefore be a goal for the country.

Agriculture and Gross Domestic Product (GDP)

Table 1 shows the contributions of agriculture to GDP of Nigeria between 1960 and 2010. 

One of the dogmas of economic development–“that there is a secular decline of 

agriculture's share in the GDP in the course of economic development,” is manifested 

here. This is portrayed by the decline in the relative share of agriculture in GDP over the 

years.
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Sources: (1) CBN Statistical Bulletin, Various Issues 
   (2) National Bureau of Statistics, Various Issues

As reected on column 4 of table 1, the percentage share of agriculture to GDP has 
continued to nosedive starting from 1960–which has a value of 64.27%. 1980 recorded the 
lowest value of 20.61%. The period 2002 to 2010 recorded some improvements however, 
with the percentage share of agriculture in total GDP hovering around the 42.05% mark. 
The percentage growth rates of agriculture as a share of GDP shown on column 5, further 
conrms this downward trend. In spite of general decline witnessed during the period, 
some pockets of improvement as recoded by growth rates can be seen dotted here and 
there.

Past Efforts at Revamping Agriculture in Nigeria

Nigeria's agricultural policy objectives since independence in 1960 have been geared 

towards: (i) the achievement of increase in productivity; (ii) the achievement of self-

sufciency in food production; (iii) self-sustained growth in agricultural sector; and (iv) 

the realization of structural transformation. In pursuance of these policy objectives, 

government have adopted the following policies and projects.

Table 2
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Table 3.

Source:  (1) Adapted from Ndon, (2002). With few modications by (Sunday, Clement & Eteng, 2013).
 (2) Federal Republic of Nigeria, Vision 20-2020 Blueprint
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Challenges for the Future

The challenges of enhancing productivity while maintaining environmental soundness 

and attaining intergenerational equity is enormous for the low-input, resource-poor 

farmers of developing countries. Sustainable agriculture calls for educating farmers; 

emphasizing the long-term consequences of their traditional methods of agriculture; and 

helping them develop and implement innovative, appropriate farming practices. 

Appropriate incentives are essential. Without intensied nancial and technical 

assistance, sustainable agriculture in developing countries will be untenable in the 

immediate future. This essential support could be considered an investment to ensure 

food security and social stability in the world. Because sustainable agriculture cannot be 

achieved overnight, institutional building takes on added signicance. Many developing 

countries still do not have detailed information on the resource base; consequently, data 

bases must be developed and techniques instituted to monitor resources. Likewise, a 

cadre of highly trained professionals backstopped by adequate facilities is needed to 

conduct effective resource inventories.

Equally important is the creation of awareness. Private organizations are generally 

equipped to provide such services but must have funds to carry out their activities. As the 

world population increases, additional land will have to be cultivated, and this gives 

a d d e d  i m p o r t a n c e  t o  s u s t a i n a b l e  a g r i c u l t u r e .  M a j o r  c a u s e s  o f  l a n d 

degradation—overgrazing on rangeland, over cultivation of cropland, water logging and 

salinization of irrigated land, and deforestation—all result from poor land management 

and should, therefore, be able to be controlled. Although effective technologies that 

prevent or reduce land degradation either exist or are being developed, their application is 

still constrained by institutional and societal barriers. Lasting solutions can be rooted as 

much in social and economic reform as in effective technologies. In the Tropics, as 

elsewhere, the current prospects for institutionalizing development strategies for 

sustainable agriculture are unique challenges    awaiting creative and committed 

solutions.

Conclusion

Nigerian economy has performed dismally since oil was rst discovered in commercial 

quantities. Several attempts aimed at reversing this trend have been made but to no avail. 

Considering the inroads made during the non-oil era and Nigeria's peculiar 

circumstances, the authors proposed diversication of the economy–i.e. paying more 

attention to the agricultural sector of the economy as a necessary rst step towards a more 

robust economy. It is argued that diversication has the tendency to promote growth and 

development through the mobilization of savings from surplus sectors for use in the 

development of decit sectors of the economy. This is not possible in a monotype-

economy.
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Recommendations

The following recommendations are put forth.

Agriculture 

i.  Effort should be geared towards improvement of hybrid species (plant and 

animal) that are not vulnerable to vagaries of the weather. In addition, 

complementary inputs such as irrigation, fertiliser, insecticides, credit and 

agricultural extension services should be extended to local peasants and not 

merely to a few rich farmers.

ii.  Since it is widely observed that land reform is a necessary rst condition for 

agricultural development in most LDCs, it therefore behoves the Nigerian 

government to rigorously engage in land reformation. This would help to solve 

the problems associated with land tenure–especially agricultural land.

I.  Living conditions in local communities, where agriculture is mainly carried out, 

should be improved. Amenities such as good road network, electricity, potable 

water, vehicles, etc., should be made available and accessible to the local people. 

This would help to check the problem of rural-urban drift, which often results in 

a limited supply of agricultural labour.

ii. Technological change and innovations in farm practices is imperative. Like in 

'land reform,' new agricultural technologies and innovations in farm practices 

are preconditions for sustained improvements in levels of output and 

productivity, especially in LDCs.

v.  Government should get more directly involved in the business of agriculture. 

Effort should be geared towards establishing large-scale government-owned 

farms in every state of the federation including the FCT, as a necessary rst step, 

to augment the current shortfall in agricultural output, as well as the much 

needed leap to employment.

vi.  The problem of research and development (R & D), which is largely lacking in the 

sector should be addressed. This could be achieved by setting up different R & D 

centres, where agricultural labour would be developed. The provision of 

machineries such as tractors, ploughs, harvesters, etc.; spare parts, storage 

facilities, credit/ soft loans to farmers, would go a long way to bring about the 

much-needed inroads in the agricultural sector.
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